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u  should  consider  the  investment  objectives,  risk,  charges,  and  expenses  of  a  mutual  fund  carefully  before  investing.  The  fund's  prospectus  contains 
is  and  other  important  information.  For  a  current  prospectus,  please  visit  etrade.com/mufualfunds.  Read  the  prospectus  carefully  before  investing. 
For  important  information  and  details  about  the  lowest-cost  E*TRADE  Index  Funds,  please  visit  etradefunds.etrade.com.  As  commissioned  by  E*TRADE  Asset  Management,  Inc., 
:  per  determined  that  the  E*TRAOE  Index  Funds  had  the  lowest  effective  expenses  as  of  October  3,  2005  by  comparing  them  to  other  Pure  Index  Funds  in  the  same  Lipper  Investment 
: ssifications/objective,  while  excluding  institutional  and  other  mutual  funds  requiring  minimum  investments  of  $100,000  or  more  and  exchange-traded  funds.  The  E*TRA0E  Index  Funds 
i  enses  are  the  lowest  because  they  are  contractually  limited  through  April  30, 2006.  There  is  no  assurance  that  the  expense  limits  will  continue  beyond  April  30, 2006. 
!:unds  selected  for  the  All-Star  List  are  selected  from  the  no-load,  no-transaction  fee  mutual  funds  offered  through  E*TRADE  Securities. 

i The  Intelligent  Cash  Optimizer  is  a  unique,  dynamic  cash  management  modeling  tool  that  illustrates  the  earnings  potential  for  uninvested  cash  and  is  available  to  all  customers  with 
1 1,000  or  more  in  combined  E*TRADE  Securities  and  E*TRADE  Bank  accounts  assets  or  who  make  10  or  more  stock  and  options  trades  per  month  (average  30  per  quarter). 
!"o  qualify  for  $6.99  stock  and  options  commissions  and  $0.75  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $7.99  stock  and 
j  ions  commissions  and  $0.75  fee  per  options  contract,  you  must  execute  50-499  stock  or  options  trades  per  month.  To  qualify  for  $9.99  stock  and  options  commissions  and  $0.75  fee  per 
i  ions  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  balance  of  $50,000  or  more  in  combined  E*TRADE  Securities  and  E*TRADE  Bank  accounts  during  a 
jindar  quarter.  Qualification  will  be  determined  at  the  end  ot  each  quarter.  To  continue  receiving  these  commission  rates,  you  must  requalify  by  maintaining  a  balance  of  $50,000  or  more  in 
i  lbmed  E*TRADE  Securities  and  E*TRADE  Bank  accounts  or  by  making  at  least  30  stock  or  options  trades  by  the  end  of  the  following  calendar  quarter. 

i  Lnnual  Percentage  Yield  (APY)  of  4.10%  is  good  for  90  days  from  the  date  the  account  is  opened  and  funded.  Accounts  must  be  opened  by  December  15, 2005  to  qualify.  This  offer  is  only 
lid  for  new  E*TRADE  Money  Market  Account  customers  and  for  existing  Money  Market  account  customers  who  transfer  at  least  $25,000  in  new  funds  from  an  external  (i.e.,  non-E*TRADE) 
i  ount  into  their  existing  E'TRADE  Money  Market  Account.  E*TRADE  Bank  retains  the  right  to  withdraw  the  4.10%  introductory  APY  from  any  account  at  any  time  if  these  conditions  are  not 
i .  Offer  applies  to  one  new  account  per  customer  A  $1 00  minimum  deposit  is  required  to  open  a  new  E*TRADE  Money  Market  Account  and  account  holders  must  maintain  a  minimum 
:  rage  monthly  balance  of  $1 ,000,  or  $5,000  in  total  E*TRADE  Bank  deposits,  by  the  end  of  their  second  statement  cycle  to  avoid  a  $1 0  monthly  fee.  This  fee  is  waived  for  customers  who 
t  Ue  1 0  or  more  stock  or  options  trades  per  month  (30  per  quarter)  or  who  maintain  at  least  $50,000  in  combined  E*TRA0E  Securities  and  E*TRADE  Bank  accounts.  A  $10  early  closeout  fee 
1 1  be  assessed  if  account  is  closed  within  120  days  of  opening.  After  the  90-day  introductory  period  customers  will  receive  the  current  APY  based  on  account  balance.  Current  as  of  10/28/05, 
hunts  with  balances  of  $100,000  or  more  earn  3  25%;  those  with  $50.000-$99,999  earn  3.25%;  those  with  $5,000-$49,999  earn  2.50%  and  those  with  less  than  $5,000  ear-1 .30%. 
■trample,  if  an  account  is  opened  with  $5,000  and  the  introductory  offer  is  a  4.10%  APY  for  90  days,  account  will  yield  4.10%  for  90  days.  For  balances  of  $5,000-$49.999,  the  current  yield 
I  he  non introductory  period  is  2.50%.  Therefore  the  blended  APY  for  the  first  year  after  account  opening  is  2.89%.  APY  is  subject  to  change  daily  and  fees  will  reduce  earnings.  Banking  and 
I ; ling  products  and  services  offered  by  E*TRADE  Bank,  a  Federal  savings  bank,  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC  insured  up  to  $100,000.  Securities  products  and 
,  i  ices  offered  by  E'TRADE  Securities  LLC,  Member  NASD/SIPC,  are  not  insured  by  the  FDIC,  are  not  guaranteed  deposits  or  obligations  of  E*TRADE  Bank,  and  are  subject  to  investment  risk, 
i '  Jding  possible  loss  of  principal  invested.  E*TRADE  Bank  and  E*TRADE  Securities  are  separate  but  affiliated  companies.  Member 
005  E*TRADE  FINANCIAL  Corp.  All  rights  reserved.  F  DIG 
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If  You  Have  Kinky  Tastes  You  might  fin 

it  creepy  how  much  marketers  know  about  you  and  what  yo 
buy.  See  Helen  Coster's  "Consumer  Spy"  on  page  91.  Get  read 
for  far  more  intrusiveness  as  your  shopping  migrates  fror 
printed  catalogs  to  electronic  ones.  Now  L.L. 
Bean  is  going  to  know  not  just  what  you 
bought  but  how  long  your  eyes  lingered  on 
each  image. 

Jeff  P.  Bezos  has  made  this  kind  of  data 
mining  into  an  art  form.  Go  online  to  check 
out  a  particular  massage  showerhead  and 
Amazon  will  suggest  that  you  also  consider  a 
Nat  King  Cole  CD,  reruns  of  Moonlighting, 
and  TurboTax.  The  connections  are  a  bit 
obscure,  perhaps.  But  this  computer  is  very 
smart.  If  you  are  looking  for  John  Wayne 
movies,  it  knows  not  to  serve  up  a  recom- 
mendation for  Midnight  Cowboy. 

What  connects  product  X  to  product  Y? 
Don't  ask  Amazon  to  tell  you  how  the  soft- 
ware works.  Whether  from  fear  of  offending 
people  squeamish  about  privacy,  or  from 
some  desire  to  lend  a  mystique  to  its  mer- 
chandising, the  firm  is  extremely  cagey 
about  its  methods.  It  refuses  even  to  reveal 
how  many  mathematicians  it  has  working 
on  the  problem. 

In  the  outside  world,  though,  information  is  leaking  01 
about  what  these  geeks  are  up  to.  Bruce  D'Ambrosio,  a  form< 
professor  at  Oregon  State,  is  now  the  chief  technology  officer  f< 
Cleverset,  a  Seattle  firm  helping  lesser  Web  vendors  emula 
Amazon's  skill  at  anticipating  customers'  needs.  The  science 
part  graph  theory,  he  says — the  six-degrees-of-separation  ric 
die — and  part  Bayesian  statistics,  which  describes  the  connec 
edness  of  two  products  (or  two  customers)  in  probability  term 
What  is  the  a  priori  probability  that  you  like  Cole?  How  does  tl 
probability  change  if  we  also  know  you  are  into  showerhead 
Also  relevant,  according  to  Michael  W.  Berry  at  the  University 
Tennessee:  text  mining,  the  automated  detection  of  semant 
connections  between  two  documents. 

Andreas  Weigend,  a  former  chief  scientist  at  Amazon  wl 
now  teaches  data  mining  at  Stanford,  lets  out  one  little  seers 
The  difference  between  a  good  online  marketer  and  a  great  01 
is  not  in  the  algorithms,  which  are  getting  to  be  well  known,  b 
in  the  richness  of  the  data  fed  into  them.  In  a  recent  intervie 
with  a  German  magazine  he  said  that  Amazon  collects  a  teraby 
of  data  on  a  busy  day.  Emulating  Amazon,  all  manner  of  vei 
dors  will  be  watching  your  every  move.  Just  to  serve  you  bette 
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"CRUDE  OIL  PRICES 
ARE  A  CRUDE  WAY  TO  JUDGE 
ENERGY  COMPANIES." 


For  your  copy  of 
Drilling  Deeper:  Value  in  U.S.  Oil  Companies, 
call  1-800-327-6748,  ext.  556 
or  visit  smithbarney.com. 


Doug  Leggate 
Director  of  U.S.  Oil  &  Gas  Research, 
Citigroup 

With  oil  prices  very  much  in  the  news, 
investors  interested  in  energy  companies 
need  to  look  beyond  the  volatile  price 
of  oil.  Truly  understanding  an  energy 
company's  potential  requires  drilling 
down  to  fundamentals.  What  strategies 
does  management  have  for  long-term 
growth?  Are  operations  and 
infrastructure  positioned  to 
make  the  most  of  energy 
demand  now  and  in  the 
future?  That's  why  our 
research  department  wrote 
a  report  on  major  U.S.  oil  companies  — 
to  help  investors  understand  the  real 
value  we  believe  these  companies 
possess  and  the  role  they  can  play  in 
your  portfolio. 

Smith  Barney^ 

citiqroupJ 


Drilling  Deeper: 
Value  in  U.S.  Oil  Companies 


©  2005  Citigroup  Global  Markets  Inc.  Member  SIPC.  Smith  Barney  and  Citigroup  investment  Research  are  divisions  and  service  marks  of  Citigroup  Global  Markets  Inc.  and  its  affiliates  and  are 
used  and  registered  throughout  the  world.  CITIGROUP  and  the  Umbrella  Device  are  trademarks  and  service  marks  of  Citigroup  Inc.  or  its  affiliates  and  are  used  and  registered  throughout  the  world 


Forbes 


Readers  Say 


President  and  Editor-in-Chiof  Steve  Forbes 
Chief  Operating  Officer  Timothy  C.  Forbes 

Chairman  Caspar  W.  Weinberger 

President  and  Publisher  Forbes  Magazine  Group  James  S.  Berrien 

Vice  Chairman  ( Christopher  Forbes 

Group  Vice  President-Editorial  James  W.  Michaels 

Publisher  Forbes  Magazine  Rich  Karlgaard 

President  Forbes  FYI  Robei  <  I  forbes 

Chairman  Forbes  International  Brian  Mulroney 

Executive  Vice  President  Electronic  Publishing 

James  Spanfeller 

Executive  Vice  President  Chief  Financial  Officer 

Sean  P.  Hegarty 

Senior  Vice  ?resident  General  Counsel  and  Secretary 

Terrcnce  O'Connor 

Senior  Vico  President  General  Manager  Scott  E.  M  asterson 

Senior  Vice  President  Corporate  Communications 

Monie  Begley  Fcurey 

Vice  President  Treasurer  Philip  E.  Reville 

Vice  President  The  Forbes  Collections  Margaret  Kelly  Trombly 

Vice  President  Business  Development  Miguel  Forbes 

Controller  I  homas  I.  Callahan 

Director  of  General  Services  Gary  Prasto 

Director  of  Human  Resources  Margaret  W.  Loftus 

Director  of  Knowledge  Management  Anne  P.  Mintz 

Group  Director  of  Production  and  Manufacturing  Elaine  Y.  Fry 

Group  Director  of  Circulation  Nina  M.  LaFrance 

Director  of  Distribution  Edward  Conrad 

Director  of  Protocol  Cathi  Culbertson 

Director  of  Project  Management  Amy  C.  Berretta 

Director  of  Consumer  Marketing  Carolyn  Topak 

Director  of  Consumer  Business  Jamie  A.  Fallon 

Director  of  Information  Technology  Robert  Cacace 

Director  of  Information  Systems  ( Christopher  A.  Herring 

Director  of  Corporate  Communications  1  auric  Baker 

Director  of  Internal  Communications  Diane  Reeves 

Vice  President  Associate  Publisher  Kevin  Gentzcl 

Vice  President  Conference  Group  Kendall  Crolius 

Vice  President  Marketing  Deborah  Himmeltarb 

Vice  President  Custom  Solutions  Edward  Z.  Hughes 

Vice  President  New  Business  Partnerships  Mike  Woods 

New  York  Jennifer  Giampietro  Cooke,  Felix  DiFilippo,  Group 

Advertising  Directors; 

Moira  Forbes,  Vicki  King,  Sherry  Phillips, 

Diantha  W.  Redd,  Hayley  Romer,  Frank  W.  Rosa 

Atlanta  John  Reock 

Boston  ( Jury  Manis,  Mgr. 

Chicago  William  J.  Powers  Jr.,  Mgr.;  James  W.  Wall 
Detroit  Shauna  Haras,  Group  Advertising  Director; 
CI nistine  Schultz 

Los  Angeles  'ill  S.  Harris,  Mgr.;  Lisa  K.  Garden 
Silicon  Valley  Frank  Thorn,  Group  Advertising  Director; 
Chesley  Bohac,  Denyce  Kehoe,  Chris  Litchfield 
Washington,  D.C.  C.  David  Pinkerton,  Jr.,  Group  Advertising 
Director 

Director  of  Economic  Development  Peter  T.  Malloy 
Executive  Director  of  Marketing  Nancy  Bcnsimon 
Director  of  Research  I  inda  Lawrence 
Director  of  Merchandising  and  Events  Karen  Moroney 
Creative  Director  of  Design  Center  Susanne  Prcinralk 
Director  of  Media  Strategies  Andrea  Sontz 
Director  of  Corporate  Integration  Selden  Blommer 
Director  of  Special  Sections  Carol  Nelson 
Group  Business  Director  Jeff  Reilly 
Marketing  Director  Lawrence  Ganz 

President  and  Publisher  Forbes  Asia 

William  Adamopoulos 

Tokyo  Hiroyuki  Nakagawa,  Japan  Director; 

Toshiaki  Iizuka,  Japan  Advertising  Sales  Director 

Hong  Kong  Pauline  sL<  a  Eva  Cairns,  Regional  Sales 

Directors 

Singapore  Joyce  Lim,  Serene  I^e,  Regional  Sales  Directors 
Vice  President  Managing  Director  Europe  Robert  A.  Crozier 
London  Juanita  Caspari,  Sam  Davies,  Regional  Sales 
Directors/Europe 

International  Projects 

Executive  Director  James  W,  1  »)  ".rignola 

Forbes  Newsletter  Group 

Vice  President/Editor  Matthew  Schifrin 

Forbes  Investors  Advisory  Institute 
President  Wallace  Forbes; 
Vice  President  Vahan  Janiigian 

Advertising  Business 

Manager  Brandon  Russell;  Ivette  Revcs 


Project  Runway 


Man  with  a  flight  plan:  Robert  Crandall. 


In  "Cruising  Speed"  {Dec.  26, 
p.  36)  Robert  Crandall  advo- 
cates a  national  aviation  policy. 
But  to  move  forward,  we  need 
to  scrap  the  implicit  one  we 
now  have.  Our  current  policy 
breaks  the  flying  experience 
into  artificial  components  and 
then  excessively  regulates  each. 
Imagine  applying  this  dysfunc- 
tional scheme  to  the  rail  indus- 
try; tracks  and  terminals  would 
be  nationalized,  leaving  the 
railroads  with  only  engines  and 
cars.  Most  ominously,  the  gov- 
ernment would  fan  out  into 


industrial  plants  and  office  buildings  to  supplant  private  security.  What  we  re- 
ally need  is  a  hands-off  policy.  Companies  should  be  allowed  to  integrate  the 
functions  of  the  airport,  plane,  security,  weather  planning  and  flight  control. 
Security  should  be  in  the  hands  of  those  owning,  insuring  or  staffing  planes. 
As  in  policing  highways,  the  government,  through  the  FAA,  could  focus  solely 
on  monitoring  the  safety  compliance  of  equipment,  airways  and  runways. 

JAMES  L.  HILL 
Louisville,  Ky. 


Battery  Charge 

"Power  in  Your  Hands"  (Dec.  26,  p.  81) 
describes  BetaBatt's  development  of  a 
battery  that  produces  electricity  using 
tritium  as  an  energy  source.  Safety  is  a 
principal  design  goal,  so  I  was  astonished 
that  a  gratuitously  negative  comment 
about  "radiation  poisoning"  accompa- 
nied the  description  of  BetaBatt's  efforts 
to  be  the  first  to  use  a  radioactive  waste 
product  in  a  safe  and  environmentally 
conscious  manner.  BetaBatt  is  going  to 
great  lengths  to  develop  small  betavoltaic 
power  sources  that  emit  no  external  ra- 
diation and  are  packaged  to  prevent  en- 
vironmental contamination. 

LARRY  GADEKEN 
Chief  Executive,  BetaBatt 
Houston,  Tex. 

Greek  Tragedy? 

You  attempted  to  educate  your  readers 
about  senior  housing  alternatives  in  "The 
Old  Folks  Home"  (Dec.  12,  p.  156).  But 
your  article  reeked  of  condescension  for 


"old  people."  Did  you  mean  to  say  th; 
those  who  are  fortunate  enough  to  live 
long  life  are  like  Sisyphus,  condemned  t 
everlasting  futile  labor  in  Hades?  Than 
goodness  most  states  require  crimin; 
background  checks  using  national  dat; 
base  fingerprint  analysis  for  workers  i 
any  long-term-care  environment.  Mo; 
caregivers  are  dedicated  employees  wh 
are  proud  to  assist  seniors  and  treat  ther 
with  respect  and  dignity. 

MARY  MARGARET  JUD 
Executive  Directc 
St.  Catherine's  Villa^ 
Madison,  Mis 

A  Tad  Frothy 

In  "The  Integrity  Premium"  (Dec.  2t 
p.  134)  we  referred  to  the  S&P  500  tradin 
at  13,000  but  should  have  stated  1,300 
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great  support  team  can  keep  you  on  top  of  your  gome. 

DP  helps  you  stay  on  top  of  your  game  by  offering  your  company  the  widest  range 
integrated  HR,  payroll  and  benefit  administration  solutions  -  all  from  a  single  source, 
creasing  your  productivity  couldn't  be  simpler  with  these  cost-effective  solutions 
ncluding  our  fully  administered  Comprehensive  Outsourcing  Services.  And,  best  of  all 
u  can  always  rely  on  ADP  for  unparalleled  service  and  expertise.  Make  ADP  part  of  your 
am  and  find  out  why  we're  the  business  behind  business®. 


Information  Management  •  Benefit  &  Retirement  Services  •  Small 
&  Compliance  Management  •  Time  &  Labor  Management  •  P 

800-CALL-ADP  www.adp.com 


ADP  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 

business  behind  business  is  a  registered  trademark  of  Automatic  Data  Processing,  Inc. 
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The  business 
behind  business8 


PREEMPTIVE  SECURITY  IS  HERE: 


Wake  upi 


I 


PREEMPTIVE  PROTECTION  WILL 

secure 

YOUR  FUTURE. 


MM MM MM 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intrusion 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  enable 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  for  you 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 


NETWORK  &  HOST  INTRUSION  PREVENTION 


VULNERABILITY  MANAGEMENT     I       MANAGED  SECURITY  SERVICES 


©2005  Internet  Security  Systems  Incorporated.  All  rights  reserved. 


www.iss.net 


Internet  I  Security  (Systems 

Ahead  of  the  Threat. 


The 


ml 


MSMIIill 


y  of  your  entire  network 
is  entirely  in  your  hands. 

(Can  you  at  least  show  a  hint  of  panic?) 


When  you  need  to  upgrade  your  networksecurity,  it's  nice  to  know  you  can  count  on  CDW.  Our  account  managers 
and  product  specialists  can  get  you  quick  answers  to  questions.  And  with  fast  shipping  and  access  to  the  industry's 
largest  in-stock  inventories,  you  can  be  sure  to  get  the  security  solutions  you  need  when  you  need  them.  So  give 
us  a  call  and  find  out  firsthand  how  we  make  it  happen.  Every  order,  every  call,  every  time. 


Fact  and  Comment 

By  Steve  Forbes,  editor-in-chief 

"With  all  thy  getting  get  understanding" 


Mushrooming  Crisis 


IRAN'S  SOON-TO-BE-SUCCESSFUL  PUSH  FOR  ATOMIC  WEAPONS, 
not  the  Iraq  war,  will  be  the  global  hot  potato  of  2006.  All  diplo- 
matic efforts  to  dissuade  Tehran  from  going  nuclear  have 
[predictably  failed.  Russia  is  not  going  to  pull  this  radioactive 
Ichestnut  out  of  the  fire,  either,  even  though  members  of  the  Bush 
Administration  still  pretend  it  will. 

The  prospect  of  Iran's  having  a 
nuclear  capability  is  especially  fright- 
ening because  its  new  president, 
Mahmoud  Ahmadinejad,  is  lethally 
delusional.  He  is  obsessed  with  the 
Mahdi  (who  is  to  return  just  before 
Judgment  Day)  and  believes  he  must 
prepare  the  way  for  his  reappearance. 
Ahmadinejad  has  repeatedly  declared 
that  the  Holocaust  never  took  place  Like  Hitler- he  doesn,t  hide 
and  that  Europe  and  the  U.S.  should  provide  some  of  their  own 
Land  for  a  lewish  state.  Israel  itself  should  be  wiped  off  the  map. 

Last  month  Iran  cut  a  deal  with  Russia  to  buy  an  advanced 
Lveapons  system  that  can  destroy  incoming  missiles  and  laser- 
guided  bombs.  Russia  also  helped  Iran  launch  a  satellite  that  could 
ive  early  warning  of  an  air  attack  against  Iranian  nuclear  facilities. 

For  Iran's  black-robed  fascists  to  develop  nuclear  weapons 
vould  be  an  immense  setback  in  the  war  against  Islamic  fanaticism, 
t  would  embolden  terrorists.  Tehran  would  see  itself  in  a  position 
o  encourage  the  overthrow  of  the  Saudi  monarchy — or,  at  the  least, 


bend  it  to  its  will.  Is  military  action  the  only  alternative?  Yes,  unless 
somehow  internal  Iranian  pressures  (the  mullahs  are  despised 
by  most  Iranians),  as  well  as  international  pressures,  force  either 
a  fundamental  change  in  this  fascist  theocracy  or  its  actual  over- 
throw. Iraq's  impressive  progress  since  mid-2004  in  building  an 
economy  in  which  new  businesses  are 
proliferating,  property  prices  are  rapidly 
rising,  new  schools  and  hospitals  are 
opening,  and  a  new  democratic  politi- 
cal order  is  under  way  can  only  under- 
mine the  mullahs,  who  preside  over  a 
sick  economy  kept  alive  solely  by  the 
oil  windfall.  But  time  is  running  short. 

Could  the  Bush  Administration 
summon  the  internal  fortitude  to 
undertake  the  necessary  air  strikes  and 
possible  ground  action  to  set  back  Iran's  nuclear  ambitions  for 
five  to  ten  years?  Alternatively,  could  one  imagine  the  White 
House  giving  Israel  the  green  light  to  launch  air  strikes? 

Alas,  the  White  House  has  done  next  to  nothing  to  prepare  and 
persuade  the  U.S.  public  of  the  possible  need  for  stern  measures 
here.  Thankfully  President  Ahmadinejad's  consistent  public  state- 
ments on  the  "myth"  of  the  Holocaust  will  make  clear  to  not  only 
us  but  also  the  European  masses  and  elites  that  this  regime  poses 
an  increasingly  mortal  threat  to  our  safety,  that  European-style 
diplomacy  (a  mechanism  for  doing  nothing)  is  no  longer  viable. 


his  murderous  fantasies. 


Inflated  Performance 


tNFLATION  IS  GOING  TO  MAKE  THE  NEW  YEAR  LOOK  BETTER 
than  it  really  will  be.  Excess  money  initially  induces  extra  spend- 
ng  and  more  investment.  For  much  of  the  year  growth  will 
xceed  4%,  but  by  the  fourth  quarter  it  will  start  slowing.  The 
tangover — i.e.,  much  slower  growth,  if  not  a  stall — will  come  in 
!007-08.  The  Federal  Reserve  will  continue  raising  short-term 
nterest  rates,  but  unless  it  stops  printing  an  excessive  amount  of 
noney,  it  will  give  us  a  replay,  although  a  milder  version,  of  the 
ireadful  stagnation  experiences  of  the  late  1970s  and  early  1980s. 
ilTie  nominal  cost  of  money  went  up  and  up,  and  so  did  prices. 

Alan  Greenspan  will  have  left  town  by  the  time  his  inflation - 
ry  blunders  become  all  too  evident.  Greenspan  &  Co.  started  to 
urn  out  excess  money  more  than  a  year  ago.  That's  why  prices 
!'ent  crazy  at  the  gas  pump  last  year.  The  higher  cost  of  oil  is  not 
jhe  fault  of  China,  India,  hurricanes  or  greedy  oil  companies, 
iiflation  is  the  villain,  just  as  rapidly  rising  energy  prices  were  the 
;sult  of  the  Fed's  excesses  in  the  1970s.  Prices  have  soared  for  a 
ariety  of  other  commodities,  such  as  copper,  soybeans  and  cattle. 


The  Fed's  blunder  is  a  shame.  The  economy's  fundamentals 
are  astonishingly  strong — productivity  gains  of  historic  propor- 
tions, low  inventories,  growing  capital  spending  and  very  sound 
consumer  balance  sheets  (media  myths  to  the  contrary). 

Ben  Bernanke,  Greenspan's  about-to-be  successor,  disdains 
gold  as  both  an  indicator  and  a  guide  to  monetary  policy;  he  won't 
be  prepared  for  what's  going  to  hit  him.  He'll  look  at  the  Fed's 
multitudinous  measures  of  money  and  conclude  they  haven't 
grown  enough  to  cause  inflation.  No  one  has  taught  him  that  he 
can't  just  look  at  supply — he  also  has  to  look  at  demand.  The 
world  is  flush  with  liquidity.  U.S.  corporations  have  nearly  $2  tril- 
lion in  cash,  a  record  high  in  absolute  terms  and  proportionally. 
Banks,  insurance  companies,  equity  fuads,  venture  capitalists, 
hedge  funds — all  are  desperately  looking  for  investment  oppor- 
tunities. They  have  more  money  than  they  can  profitably,  pru- 
dently put  to  work  Bernanke's  explanations  for  the  events  that  are 
about  to  unfold  will  be  interesting.  Will  he  blame  Arab  sheikhs? 
Rapacious  corporations?  Budget  deficits?  Trade  deficits?  Hedge 
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funds?  Sunspots?  All  of  the  above?  Or  will  he 
have  the  courage,  the  understanding  to  point  the 
finger  at  the  institution  he  will  soon  be  piloting? 

Given  his  statements  that  gold  is  an  obsolete, 
if  not  destructive,  guide  to  monetary  policy, 
Bernanke  is  not  likely  to  recognize  the  inflation 
problem  until  it  hits  him — and  the  economy — 
square  in  the  face.  A  year  from  now  Greenspan's 
successor  may,  unfairly,  resemble  the  ill-starred 
G.  William  Miller,  whom  Jimmy  Carter 
appointed  to  head  the  Fed  in  December  1977  and 
who  proceeded  to  stoke  inflation  to  record  highs. 


Bernanke  should  let  short-term  interest  rate 
float  and  simply  mop  up  the  excess  liquidity  unti 
the  price  of  gold  comes  down  to  a  tad  below  $40( 
an  ounce,  a  price  still  above  the  average  of  thi 
past  ten  years.  Sadly,  such  a  timely,  sensibh 
approach  is  so  beyond  Bernanke's  mind-set— 
not  to  mention  that  of  most  other  economist 
and  policymakers — that  he'll  never  do  it. 

Like  booze  at  a  party,  easy  money  shouk 
make  for  a  good  economic  year.  The  morning 
after  headaches  will  start  being  felt  by  nex 
Christmas. 


Mitigating  Inflation's  Fallout 


HOW  SEVERE  THE  HANGOVER  IS  WILL  DEPEND  ON  WHAT  THE 
Bush  Administration  and  the  so-far  fumbling  Republican  Con- 
gress can  accomplish  in  the  new  year.  Key  to  mitigating  the  dam- 
age of  the  about-to-worsen  inflation  is  making  permanent  the 
tax  cuts  of  2003 — or  at  least  extending  them  for  a  couple  of  years. 
The  reduction  in  both  the  capital  gains  tax  and  the  personal  levy 
on  dividends  was  critical  to  the  rapid  economic  growth — not  to 
mention  the  $4  trillion  increase  in  equity  values — we've  experi- 
enced since  those  cuts  were  passed.  If  markets  come  to  believe 
that  those  crucial  reductions  will  expire  in  2008,  equity  prices  will 
begin  to  be  marked  down  in  anticipation  of  this  well  before  then. 

Too  bad  the  Bush  Administration  has  decided  to  punt  on 
major  tax  simplification,  such  as  the  flat  tax.  Imagine  the  bene- 
fits to  our  economic  growth  and  competitiveness  if  we  had  a 
single  17%  rate  that  when  applied  to  personal  income  would 
kick  in  only  after  generous  exemptions  for  adults  and  children. 
A  family  of  four  would  owe  no  federal  income  tax  on  its  first 
$46,165;  there'd  be  no  tax  on  savings,  no  Alternative  Minimum 
(read  Maximum)  Tax  and  no  death  tax.  For  businesses  the  tax 
on  profits  would  fall  to  17%.  And  just  as  exciting,  depreciation 
schedules  would  be  eliminated  for  tax  purposes.  If  a  business 
made  a  capital  investment,  it  could  expense  the  outlay  in  the 
year  in  which  the  investment  was  made.  Any  losses  could  be  car- 
ried forward  until  they  were  absorbed  by  future  profits. 

Sadly,  the  hash  the  White  House  made  of  reforming  the  Social 
Security  system  has  turned  this  Administration  and  Congress 


cautious.  The  mistake  here  was  simple:  President  Bush  never  pu 
forward  a  single,  comprehensive  plan  to  transform  Social  Securir 
from  a  generational-conflict-fostering  economic  drain  to  a  capi 
tal-generating,  wealth-creating,  economic-illiteracy-reducing 
better-benefits-for-all  mechanism.  Ideas  for  particular  change 
were  floated  from  time  to  time,  but  these  were  never  coherent]; 
pulled  together.  As  a  result  people's  worst  fears  festered — taxe 
would  be  substantially  increased,  benefits  would  be  slashed,  peo 
pie  would  be  forced  to  become  speculators  in  the  Enrons  of  thi 
world,  and  Grandma  would  be  tossed  into  the  snow.  How  a  ono 
politically  savvy  Administration  could  make  these  fundamenta 
errors  regarding  such  an  important,  sensitive  issue  is  astonishing 

Trade  is  another  area  to  watch  closely.  Turbulent  times  car 
destructively  stir  up  protectionist  sentiments. 

A  mammoth  Medicare  drug  entitlement  is  set  to  kick  in  thi 
month.  The  Administration  should  propose  significant  subsidie 
to  help  those  with  low  incomes  instead  of  giving  this  benefit  t( 
those  65  and  over,  including  seniors  on  The  Forbes  400  rich  list 

Since  the  Administration  is  not  going  to  simplify  the  tax  code 
it  might  as  well  push  for  allowing  individuals  a  tax  deduction  oi 
the  premiums  paid  for  health  insurance  plans  that  have  Healtl 
Savings  Accounts.  It  should  also  permit  individuals  to  bu; 
health  insurance  sold  in  any  state.  New  Jersey  residents,  for  exam 
pie,  are  currently  barred  from  purchasing  a  policy  available  to  thosi 
who  reside  in  Oklahoma,  thereby  thwarting  marketplace  pres 
sures  that  could  lead  to  better  insurance  policies  at  lower  prices 


We  Are  There 


Rise  to  Rebellion— by  Jeff  Shaara  (Ballantine  Books,  $15.95). 
Shaara's  historical  novels  dramatically  bring  their  characters  and 
eras  to  life.  This  one  covers  the  pivotal  period  of 
1 770-76,  when  the  American  colonies  responded  to 
Britain's  increasingly  heavy-handed  attempts  to  tax 
them  hard  and  control  them  ever  more  tightly,  first 
with  protests  and  then  with  war.  As  in  his  other  mas- 
terpieces, Shaara  gets  into  the  minds  of  his  charac- 
ters and  lets  their  thoughts  move  the  story  forward. 

Shaara,  a  superb  storyteller,  easily  shifts  from  the 
lofty  to  the  mundane,  as  in  his  description  of  John 
Adams  trying  to  prepare  a  cup  of  coffee.  Bureaucratic 


intrigues,  political  maneuvering,  debates  and  bloody  battles  al 
unfold  seamlessly  and  credibly  individuals  are  superbly  drawn- 
and  not  only  the  biggies,  such  as  George  Washington 
John  Adams  and  Ben  Franklin,  but  also  others,  like  San 
Adams,  John  Dickinson,  Joseph  Warren  and  Massa 
chusetts'  pro-English  governor,  Thomas  Hutchinson 
Early  battles,  particularly  the  one  at  Breed's  Hil 
(known  to  us  as  Bunker  Hill),  are  described  vividly  an« 
dramatically.  The  book  ends  as  Washington  eyes  th 
British  fleet  coming  into  New  York  Harbor  with  thou 
sands  of  troops  shortly  after  we  declared  independence 
This  is  epic,  heroic  history,  rendered  brilliantly.  I 
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A  man  is  known  by  the  company  he  organizes. 

—AMBROSE  BIERCE 


Breaking  Point  Good  political  marketing  requires  message 
repetition.  President  Bush  must  make  the  investor-class  case  again 
and  again,  day  after  day,  as  Congress  considers  key  votes  on  budget 
and  tax  policy.  He  must  give  voice  to  the  investor  class,  becoming 
their  representative  in  Washington;  their  advocate  general.  He  must 
make  it  clear  to  the  tone-deaf  Republican  majorities  in  both  houses 
of  Congress  that  they  risk  an  electoral  overthrow  a  year  from  now 
if  they  don't  heed  the  call  of  America's  stock-owning  families. 

It  really  has  come  to  this  breaking  point.  IRA  and  401  (k)  own- 
ers are  getting  fed  up  with  GOP  recalcitrance.  Nearly  two-thirds  of 
respondents  to  a  recent  CNBC  poll  actually  believe  that  a  Demo- 
cratic majority  in  the  House  would  be  bullish  for  stocks.  In  other 
words,  gridlock  might  be  better  than  Republican  government.  Polls 
like  this,  and  perhaps  the  Democratic  gains  in  the  election  [last 
Nov.] ,  are  bad  straws  in  the  wind  for  the  Bush  vision  of  ownership, 
individual  choice  and  growth  economics.  Investors  are  risk  takers 
and  t  hey  know  how  to  trade.  If  they  see  a  stock  in  decline  they  will 
sell  it.  And  they  just  may  short  the  GOP  unless  they  see  a  major 
turnaround  in  that  company's  management  and  performance. 

—LARRY  KUDLOW,  National  Review  Online 

Doubts  Dispelled  If  anyone  had  any  doubts  about  the 
danger  posed  by  a  potential  nuclear-armed  Islamist  regime  in 
Iran — and  the  need  for  the  West  to  develop  a  more  realistic 
approach  to  the  ruling  mullahs — the  Iranian  president's  call  for 
Israel's  destruction  should  dispel  them.  Speaking  [recendy]  at  a 
conference  in  Tehran  titled  "The  World  Without  Zionism," 
Mahmoud  Ahmadinejad  vowed  that  a  wave  of  Palestinian 
attacks  would  wipe  Israel  off  the  map.  "There  is  no  doubt  that 
the  new  wave  in  Palestine  will  soon  wipe  this  disgraceful  blot 
from  the  face  of  the  Islamic  world,"  he  said.  "Anybody  who  rec- 


0  □ 


So 


"I  got  eight  to  twelve  years,  which  was  in  line 
with  Wall  Street  expectations." 


ognizes  Israel  will  burn  in  the  fire  of  the  Islamic  nation's  fur; 
[while]  any  [Islamic  leader]  who  recognizes  the  Zionist  regim 
means  he  is  acknowledging  the  surrender  and  defeat  of  th 
Islamic  world."  Just  hours  after  that  declaration  to  an  audience  1 
3,000  students  chanting  "Death  to  Israel"  and  "Death  to  Amet 
ica,"  Palestinian  Islamic  Jihad,  one  of  the  numerous  terrori* 
groups  funded  by  Tehran,  killed  five  Israelis  and  wounde 
approximately  30  more  in  the  bombing  of  an  Israeli  marketplaa 
Mr.  Ahmadinejad's  brazen  call  for  the  destruction  of  anotht 
country  drives  home  once  again  the  utter  bankruptcy  of  th 
European  Union's  diplomacy-only  approach  to  dealing  with  th 
current  Iranian  regime  and  its  bid  to  acquire  nuclear  weapons 

— Washington  Timt 

Taking  the  Hard  Line  History  does  not  long  entru: 
the  care  of  freedom  to  the  weak  or  the  timid. 

— DWIGHT  D.  EISENHOWE 

Misguided  Morality  No  one  favors  torture.  Torture 
already  illegal  under  both  U.S.  and  international  law.  Nonetheles 
the  United  States  is  fighting  a  war  against  ruthless  enemies  wh 
obey  no  rules.  We  cannot  afford  to  treat  all  of  them  with  kid  glove 
all  the  time.  On  the  battlefield,  we  can — and  do — kill  our  enemie 
Those  we  don't  kill  but  only  capture  should  be  treated  humanel 
despite  the  fact  that  they  do  not  return  the  favor  when  they  seb 
Americans.  But  those  who  have  information  that  could  save  liv< 
must  be  interrogated  effectively.  That  does  not  imply  torture, 
does  imply  measures  that  the  McCain  amendment  would  ban 
—ANDREW  C.  MCCARTHY  and  CLIFFORD  D.  MA 
Foundation  for  the  Defense  of  Democracies,  USA  Todc 

Breath  of  Fresh  Air  [Franklin]  leaned  close  to  the  wiri 
dow,  peered  out  into  the  street,  could  see  the  houses  across  the  w; 
still  shut  up,  their  dark  interiors  barred  against  the  soft  breeze.  F 
shook  his  head,  wanted  to  shout  out,  scold  them,  Why  do  you  clo: 
out  the  fresh  air?  Why  must  you  keep  your  sickness  botded  up,  yoi 
stale,  deathly  calm  held  tightly  around  your  beds?  He  had  come  1 
believe  that  what  the  doctors  had  always  insisted  was  simply  fals 
The  common  belief  was  that  disease  must  be  kept  isolated,  th 
great  evil  was  carried  on  the  outside  air,  infectious  and  dangerou 
worsening  any  ailment.  Ignorance,  he  thought.  You  must  feel  it,  fe 
the  invigoration.  Open  your  windows  and  let  life  inside.  You  cai 
not  purge  sickness  by  imprisoning  it.  You  must  wash  it  away! 

— Rise  to  Rebellion,  by  JEFF  SHAAP 

Suffer  It  Gladly  January,  month  of  empty  pockets! 
Let  us  endure  this  evil  month,  anxious  as  a  theatrical  producer 

forehead. 

—COLETTE 
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The  best  service  anticipates  your  needs.  To  give  you  an  extra  hour  of  sleep  in  business  class,  we  welcome  you  with 
gourmet  meals  before  you  fly.Jt's  part  of  The  Sleeper  Service,"  allowing  you  to  go  straight  to  sleep  in  our  more  comfortable 
flat  beds  right  after  takeoff.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  Whether 
ou're  enjoying  pre-flight  champagne,  or  more  flights  when  you  need  them,  we  think  you'll  find  our  business  class  like  no  other. 


'Visit  ba.com/clubworld 


Business  class  is  different  on  BRITISH  AIRWAYS 


You  need  a  darn  good  reason 
to  introduce  another  vendor 
into  your  network.  Here  are  four. 

Our  intelligent  overlay  network 
delivers  automated  core-to-edge 
security.  It's  based  on  an  open 

architecture,  it  optimizes  | 
applications.  It  makes  VoIP  possible 
on  your  existing  infrastructure. 

And  that  is  just  the  beginning.  | 

3Com 
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VoIP 
wireless 
switching 
routing 
services 
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Current  Events 


By  Ernesto  Zedillo,  former  President  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


Nuclear  Attack— the  Worst  Threat 


EVEN  IF  YOU  AGREE  WITH  WHAT'S  BEING  DONE  IN  THE  WAR  ON 
terror,  you  still  could  be  upset  about  what's  not  happening: 
doing  the  utmost  to  prevent  a  terrorist  nuclear  attack.  We  all 
should  have  a  pretty  clear  idea  of  what  would  follow  a  nuclear 
weapon's  detonation  in  any  of  the  world's  major  cities.  Depend- 
ing on  the  potency  of  the  device  the  loss  of  life  could  be  in  the 
hundreds  of  thousands  (if  not  millions),  the  destruction  of 
property  in  the  trillions  of  dollars,  the  escalation  in  conflicts  and 
violence  uncontrollable,  the  erosion  of  authority  and  govern- 
ment unstoppable  and  the  disruption  of  global  trade  and 
finance  unprecedented.  In  short,  we  could  practically  count  on 
the  beginning  of  another  dark  age. 

Who  would  like  to  cause  such  devastation?  Incredibly  fanat- 
ical terrorist  organizations  obsessed  with  inflicting  massive  pain 
and  damage  on  Western  targets.  Is  the  probability  of  nuclear  ter- 
ror high?  We  simply  don't  know.  There  is  enormous  uncertainty 
over  whether  these  organizations  have  the  means  to  obtain  the 
necessary  nuclear  materials  for  such  a  catastrophe.  However, 
there  are  some  30,000  nuclear  weapons  in  the  arsenals  of  the 
nuclear  states  and  hundreds  of  tons  of  fissile  material  (either 
enriched  uranium  or  plutonium,  the  ingredients  needed  for  such 
bombs)  dispersed  throughout  more  than  40  countries  around 
the  world.  And  according  to  the  experts,  security  for  many 
nuclear  stockpiles  is  horrifyingly  loose.  These  weapons  and 
materials  are  vulnerable;  it's  not  too  much  of  a  stretch  to  imagine 
a  terrorist  group  acquiring  them  through  theft  or  purchase. 

Security  Gaps  Everywhere 

Not  even  the  Western  nuclear  countries,  including  the  U.S.,  are 
exempt  from  security  concerns.  As  for  other  latitudes,  consider 
Pakistan's  security  flaws,  best  represented  by  the  illicit  trafficking 
j  in  nuclear  knowhow  and  equipment  by  the  father  of  that  coun- 
f try's  atomic  program,  the  infamous  Abdul  Qadeer  Khan.  Fears 
i  about  North  Korea's  and  Iran's  nuclear  programs  are  now  fre- 
quently reported  in  the  press.  But  the  bulk  of  the  most  vulnera- 
I  ble  nuclear  material  is  in  Russia  and  some  of  the  other  countries 
(that  constituted  the  Soviet  Union.  Their  nuclear  security  sys- 
tems, put  in  place  when  their  societies  and  institutions  were 
(utterly  closed,  became  obsolete  after  the  collapse  of  the  old 
I  regime.  For  this  reason  the  U.S.  in  the  early  1990s  embarked  on 
a  program  of  financial  and  technical  support  to  aid  Russia  and 
(other  former  Soviet  republics  in  accounting  for  and  securing 
their  nuclear  weapons  and  materials.  But  much  remains  to  be 
done.  At  the  present  pace  it  will  take  more  than  a  decade  before 


all  of  Russia's  huge  nuclear  stockpiles  are  adequately  secured. 

Nuclear  terrorism  is  not  a  far-fetched  notion  but  a  very  real 
possibility,  yet  we  are  not  confronting  this  crisis  with  the 
urgency  it  warrants.  This  is  a  big  mistake.  There  will  be  no  valid 
excuses  if  a  nuclear  atrocity  occurs.  It  is  the  responsibility  of  all 
countries  to  address  this  risk.  However,  by  virtue  of  its  being  the 
most  powerful  nation  on  earth — as  well  as  the  terrorists'  most 
desirable  target — the  U.S.  must  play  a  bigger  role  than  any  other 
nation.  Frankly,  what  the  U.S.  is  doing  now  is  not  the  best  pre- 
vention American  money  (and  diplomacy)  can  buy. 

Preventable  Tragedy 

For  its  own  and  everyone  else's  sake  the  U.S.  must  change  its  pri- 
orities in  the  war  on  terror.  It  must  clarify  its  objectives  and 
devote  much  more  of  its  resources  to  preventing  nuclear  attacks. 
It  must  provide  decisive  leadership  so  that  others  will  follow. 
There  is  no  scarcity  of  good  proposals  on  how  the  U.S.  in  part- 
nership with  the  other  nuclear  states  and  the  international  com- 
munity could  effectively  tackle  the  risk  of  nuclear  terrorism. 
One  sound  example  is  provided  by  the  Nuclear  Threat  Initiative 
(www.nti.org),  an  organization  founded  in  2001  by  Ted  Turner 
and  former  Senator  Sam  Nunn.  The  NTI  calls  for  every  nuclear 
weapon  and  every  kilogram  of  nuclear  material  worldwide  to  be 
secured  and  accounted  for  as  soon  as  possible.  For  this  to  happen 
the  U.S.  would  have  to  build  an  effective  global  nuclear  security 
partnership,  including  an  accelerated  alliance-based  approach 
with  Russia,  as  well  as  develop  a  stringent  global  nuclear  security 
standard  and  provide  assistance  to  any  state  willing  to  meet  this 
standard  but  lacking  the  means  to  do  so.  It  would  have  to  lead 
the  effort  to  combat  nuclear  smuggling,  and  it  would  have  to 
agree  to  and  implement  a  program  to  blend-down  highly 
enriched  uranium,  rendering  it  useless  for  bombmaking. 

A  plan  like  the  NTI's  should  be  only  the  first  major  step  in 
dissipating  the  risk  of  a  nuclear  holocaust.  Practically  from  the 
first  atomic  explosion,  wise  statesmen  and  thinkers  have  asserted 
that  the  abolition  of  the  nuclear  bomb  is  mankind's  only  way  to 
ensure  the  prevention  of  the  ultimate  calamity.  Last  month 
when  Mohamed  ElBaradei,  director  general  of  the  International 
Atomic  Energy  Agency,  received  the  2005  Nobel  Peace  Prize,  he 
affirmed  that  position:  "I  have  no  doubt  that,  if  we  hope  to 
escape  self-destruction,  then  nuclear  weapons  should  have  no 
place  in  our  collective  conscience,  and  uo  role  in  our  security. . . . 
Imagine  if  the  only  nuclear  weapons  remaining  were  the  relics 
in  our  museums."  F 
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Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  minister  mentor 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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When  you  put  information  at  doctors'  fingertips, 
you  save  something  even  more  precious  than  tin 

In  hospitals,  lives  depend  on  sharing  the  right  information  with  the  right  person  at  the  right 
Fortunately,  today's  hospitals  can  depend  on  NEC.  With  over  30  years  of  experience  in  biorrf 
security,  and  proven  expertise  in  safeguarding  information  and  providing  secure  wireless  tecl 
ogy,  we  help  doctors  access  patient  files  instantly  with  single  sign-on  and  biometrics  —  w 
a  system  so  secure,  patient  privacy  is  guaranteed.  From  healthcare  to  education  to  finanq 
countless  companies  worldwide,  NEC  empowers  people  through  innovation.  1-800-338-991 

www.necus.com/security 
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Digital  Rules  

By  Rich  Karlgaard,  publisher 


World's  Worst  Disease 


IT'S  NOT  CANCER  OR  AIDS  OR  AVIAN  FLU;  IT'S  A  MONSTROUSLY 
flawed  idea  The  sickest  thinking — and  the  source  of  most  of  human 
misery  throughout  the  ages — is  based  on  the  following  beliefs: 

•  The  Earth  is  running  out  of  resources; 

•  People  consume  more  than  they  contribute; 

•  Wealth  is  a  zero-sum  distribution  game. 

History  overwhelmingly  refutes  these  ideas;  otherwise, 
humankind  would  still  be  living  in  caves,  sharpening  spears  for 
the  hunt.  Our  lives  would  be  brutal  and  short,  lasting  on  average 
about  30  years.  We'd  enjoy  no  books,  movies  or  iPods;  we'd  drive 
no  cars  to  visit  grandma  over  the  holidays;  we'd  savor  none  of  her 
gooseberry  pie  if  the  economic  pie  hadn't  been  growing  all  along. 

Yet  most  politicians,  economists  and  journalists  act  as  if  growth 
were  a  mirage  and  wealth  a  zero-sum  game.  What  else  accounts  for 
i  last  November's  headlines  yelling  about  GM's  cut  of  some  30,000 
|  jobs?  Does  the  creation  of  30,000  jobs  get  equal  treatment?  Why 
not?  That's  about  how  many  jobs  are  born  in  the  U.S.  every  six  days. 

Origins  of  the  Virus 

jWhy  do  so  many  opinion  makers  promote  the  zero-sum  view?  I 
;  think  that  politicians,  even  the  best  and  brightest,  become  zero- 
isum  thinkers  because  they  occupy  a  zero-sum  world.  Only  one 
jperson  can  be  President  of  this  country;  only  50  can  be  gover- 
nors; only  100  can  be  senators.  The  most  creative  entrepreneur 
in  the  world  can't  change  these  parameters.  Politicians  live  in  a 
world  in  which  one  person's  gain  is  another's  loss. 

You'll  also  find  most  economists  and  professors  in  the  zero- 
sum  camp.  Perhaps  the  competition  for  a  limited  number  of 
^•:enured  faculty  spots  warps  their  views.  Princeton  economist 
3aul  Krugman  typifies  the  breed.  He  apparently  can't  conceive 
of  a  world  that  is  both  growing  and  getting  better.  Consider  the 
itles  of  some  of  Krugman's  books. 

•  Tl\e  Great  Unraveling:  Losing  Our  Way  in  the  New  Century  (2003) 
The  Return  of  Depression  Economics  (1999) 
The  Age  of  Diminished  Expectations  (1990) 

It's  no  surprise  that  the  top  business  thinker  of  the  last  50 
'ears,  the  late  Peter  Drucker,  operated  outside  of  the  university 
ystem.  Drucker,  who  had  escaped  Germany  in  1933,  was  no 
'ollyanna  and  no  stranger  to  evil.  But  he  saw  that  evil  had  its 
oots  in  a  belief  system  of  limits.  The  Nazis  believed  there  was 
oom  on  the  planet  for  only  one  ideology  and  one  race. 

journalists  at  mainstream  media  organizations  wallow  in  a 
ero-sum  world:  There  can  be  only  one  evening  television 
nchor  and  one  top  editor  at  a  newspaper.  All  others  are  beta 
ogs.  Thus  from  the  MSM  we  get  a  staple  of  alarming  stories 
bout  job  losses,  trade  and  fiscal  deficits,  global  warming,  the 
ilrice  of  oil  rising  to  $100  a  barrel  and  so  on.  Zero-sum  non- 


sense, all  of  it.  Why  does  the  mainstream  media  love  environ- 
mentalists? Both  groups  share  a  zero-sum  view  of  the  world. 

Meanwhile,  much  of  the  better  journalism  and  commentary 
has  been  migrating  to  blogs.  No  surprise  here.  Anybody  who  cre- 
ates a  blog  is:  (a)  an  entrepreneur  and,  thus,  probably  NOT  a  zero- 
sum  thinker;  and  (b)  a  producer  first  and  a  consumer  second. 
These  two  attributes  alone  guarantee  that  the  blogger  has  a  clearer 
view  of  how  the  world  really  works  than  does  the  zero-sum 
thinker  toiling  away  at  his  mainstream  media  position. 

Television,  vile  on  so  many  levels,  is  a  carrier  of  the  zero-sum 
disease:  There  is  only  one  Survivor,  one  American  Idol  and  a  sin- 
gle-digit number  who  escape  Donald  Trump's  wagging  finger. 

If  you  doubt  TV  spreads  the  zero-sum  virus,  think  again. 

"The  most  popular  [TV]  male  leads  of  today  stand  in  stark 
contrast  to  the  unambiguously  moral  protagonists  of  the  past, 
good  guys  like  Magnum,  Matlock  or  Barnaby  lones,"  writes 
Warren  St.  John  in  a  Dec.  1 1  New  York  Times  story.  "They  are 
also  not  simply  flawed  in  the  classic  sense:  men  who  have  the 
occasional  affair  or  who  tip  the  bottle  a  little  too  much.  Instead 
they  are  unapologetic  about  killing,  stealing,  hoarding  and  beating 
their  way  to  achieve  personal  goals  ..."  (my  emphasis). 

Screwtape  Letters  for  Business 

Now  that  C.S.  Lewis  is  back  in  vogue,  one  is  reminded  of  a  great 
Lewis  book,  The  Screwtape  Letters.  In  the  book  a  senior  devil,  Screw- 
tape,  writes  letters  to  his  young  nephew,  Wormwood.  Screwtape 
tells  Wormwood  how  to  tempt  a  client  away  from  God. 

Thought  experiment:  Let's  suppose  we  have  a  Business 
Screwtape  in  our  midst.  How  might  this  BS  turn  young  souls 
away  from  enterprise  and  destroy  hopes?  Why  not  bombard 
clients  with  zero-sum  thinking.  Clients  then  could  only: 

•  Get  their  news  from  the  mainstream  media.  Thus,  the  war  in 
Iraq  might  be  seen  as  a  fight  for  a  fixed  pot  of  oil,  not  a  struggle  for 
a  better  future. 

•  Get  business  ideas  from  newspapers  and  television.  The 
emphasis  would  be  on  job  losses  and  trade  deficits  . . .  and  on 
businessmen  as  greedy  polluters. 

•  Get  economic  lessons  from  Ivy  League  economists.  Clients 
would  then  learn  about  the  horrible  consequences  of  tax  cuts. 

•  Get  history  from  books  that  portray  Americans  as  victimizers, 
not  as  inventors  and  entrepreneurs. 

A  majority  of  Americans  think  the  economy  is  performing 
poorly,  and  40%  think  a  recession  is  under  way.  Is  there  a  Business 
Screwtape  in  our  midst?  Could  be.  He's  doing  a  hell  of  a  job.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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Here's  Some  More  Attention 
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Working  hard  at  p.r.  damage  control: 
Harold  W.  Nix  and  C.  Cary  Patterson 


he  Internal  Rev- 
enue Service  says 
Daingerfield,  Tex. 
plaintiff  law  firm  Nix, 
Patterson  &  Roach  used 
a  sham  tax  shelter  to 
create  $67  million  in 
2001  losses  for  the  firm's 
three  name  partners. 
That's  atop  $50  million 
of  year  2000  tax  shelters 
the  feds  say  partners 
Harold  W.  Nix  and  C. 
Cary  Patterson  used  to  shield  huge  fees  from  Texas'  $17  billion 
legal  settlement  against  Big  Tobacco  (Informer,  Jan.  31, 2005).  The 
dramatically  larger  numbers  come  from  new  filings  in  federal  court 
civil  lawsuits  by  Nix,  Patterson  and  partner  Nelson  J.  Roach,  who 
is  disputing  disallowance  of  his  $16  million  cut  of  the  $67  million. 
Nix  and  Patterson  are  opposing  a  government  bid  to  delay  trial  in 
Texarkana,  Tex.  of  lawsuits  over  that  $50  million  until  after  a  New 
York  criminal  fraud  trial  of  the  shelter  promoters.  In  court  papers 
the  duo  call  themselves  "well-known"  and  "politically  active"  trial 
lawyers — they're  big  Democratic  donors— who  are  seeking  to 
"protect  and  restore  their  reputation"  since  their  tax  deals  have 
"already  received  attention  from  the  national  media."  They 
specifically  cite  only  us.  — Janet  Novack 


Too  Few  Lawyers? 


Ex-KPMG  vice  chairman  Richard  H.  Smith,  among  the  highest- 
ranking  of  1 5  accountancy  execs  facing  trial  in  the  aforementioned 
New  York  criminal  case,  is  fighting  a  government  effort  to  bar  top 
criminal  tax  attorney  Robert  S.  Fink  from  repping  him.  Prosecu- 
tors say  Fink  also  works  for  "Coconspirator  10,"  an  unindicted, 
unnamed  alleged  plotter.  But  Smith  says  he  would  have  trouble 
replacing  Fink  because — with  so  many  tax  pros  either  under  in- 


dictment or  slated  as  witnesses — "there  are  very  few,  if  any,  expe 
rienced  tax"  litigators"  left  who  are  not  in  the  case.  The  feds  an 
"trying  to  hamstring  his  defense,"  Fink  groused  to  us.  — J.H 

He  Doesn't  Love  What  They  Did  for  Him 

Toyota  Motor's  success  in  the  U.S.  car  market  contrasts  sharpf 
with  its  Toyota  Home  construction  arm,  which  a  new  lawsuit  ii 
Japan  says  endured  "a  failure  to  grow,"  completing  only  60,001 
units  over  55  years.  Chiyoji  Misawa,  67,  who  founded  Misaw. 
Homes,  one  of  Japan's  biggest  builders  ( 1  million  homes  sine 
its  1967  founding),  is  challenging  his  ouster  last  year  by  lender 
and  a  later  government  decision  to  hand  over  the  firm — cheaph 
he  says — to  a  Toyota-led  investor  group.  Misawa  apparently  i 
angling  to  regain  control.  Toyota  declined  comment. — Tim  Kell 

Watch  What's  Done,  Not  Said 

After  the  December  2004  Indian  Ocean  tsunami  the  Europeai 
Commission  and  the  22  Organization  for  Economic  Coopera 
tion  &  Development  countries  pledged  $5  billion  in  humanitar 
ian  aid.  But  as  of  September  2005,  an  OECD  study  says,  only  41°/ 
had  been  spent.  The  lowest  disbursement/pledge  ratio:  German 
(8.6%),  followed  by  Spain  (14.7%),  France  (15.8%)  and  the  llj 
( 16.3%).  Only  Greece  (66.7%)  and  the  U.K.  (53%)  spent  mor 
than  half  what  they  pledged.  — Matthew  Swibt 


The  Great  Salt  Lake  Isn't  the  Only  Bitter  Taste 


Recent  cases  like  these  show  thinly  populated  Utah  remains  a  center  of  fraudulent  conduct,  a  reason  it 
merits  its  own  office  of  the  white-collar-crime-fighting  U.S.  Securities  &  Exchange  Commission.  —  W.P.B. 


DEFENDANT 

ALLEGATIONS  INCLUDE 

STATUS 

Bryan  Butas 

faking  death  to  receive  $250,000  in  insurance 

fined  $14,000  • 

Val  D.  Christoffersen 

swindling  elderly  clients  as  a  stockbroker 

6  years  probation 

Tania  Clark 

getting  gift;  after  falsely  claiming  cancer 

sentenced  to  1  month 

Ralph  J.  Hansen 

embezzling  $2.6  million  from  health  care  firm 

sentenced  to  l-to-15  years 

Dale  C.  Hatch 

stealing  money  as  college-savings  plan  head 

sentenced  to  1  month 

John  Justice 

organizing  $12  million  tax-fraud  scheme 

sentenced  to  21  months 

A.  Paul  Schwenke 

peddling  phony  stock  while  a  disbarred  lawyer 

sentenced  to  20  years 

Christopher  A.  Shilts 

selling  vehicles  on  Ebay  he  didn't  own 

pleaded  not  guilty 

Michael  P.  Webb 

hiding  assets  during  a  bankruptcy 

5  years  probation 
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he  spinoff  thai  acted  Like  a  startup. 

vaya,  a  global  leader  in  communication  software, 

/stems  and  services,  spun  off  from  Lucent  with  a  legacy 
infrastructure  that,  while  efficient,  wasn't  nimble  enough 
be  a  competitive  advantage.  HP  partnered  with  Avaya 
implement  IT  Service  Management  and  HP  OpenView, 

fectively  re-deploying  existing  technology  assets.  Today, 
spending  is  down  30%.  Millions  have  been  saved  by 

iding  unused  capacity.  And  Avaya  answers  whenever 

jportunity  calls,  www.hp.com/adapt 


putions  for  the  adaptive  enterprise. 


invent 


Follow-Through 


JANUARY  10,  2005 

Amgen  Arrives 


COMPANY  OF  THE  YEAR 


w 


fhen  we  called  Amgen 
company  of  the  year,  we 
said  the  biotech  behe- 
moth was  on  the  brink  of  a 
research  renaissance.  In  Novem- 
ber Amgen  chalked  up  a  big  win 
when  a  final-stage  test  of  463 
advanced  colon  cancer  patients 
found  that  panitumumab  slashed 
the  rate  of  cancer  progression  by 
46%.  Amgen  projects  that  pani- 
tumumab could  reach  $2  billion 
in  annual  sales  if  it  works  in  other 
tumor  types  such  as  head  and 
neck  cancer.  In  December  Amgen 
agreed  to  pay  $2.2  billion  to  pur- 
H  B   chase  Abgenix,  its  partner  in  test- 

ing  panitumumab,  a  deal  that  will 
give  Amgen  complete  ownership  of  the  drug.  Since  our  story  ran,  Amgen 
shares  have  risen  24%  to  $80.  — Robert  Langreth 

JULY  26,  2004 


I0TECH  REBEL 
WITH  A 
BLOCKBUSTER 
FUTURE 

ALSO 
AMERICA'S  BEST 
COMPANIES 


Cisco  Buys  Into  Video 


The  last  time  FORBES  sat  down  with  John  Chambers,  the  Cisco  chief  boasted 
about  his  visions  of  massive  new  computer  networks,  from  Internet-linked 
MP3  players  to  Web-sawy  refrigerators,  all  powered  by  Cisco  routers. 
Chambers  is  still  talking  big — most  recentiy  in  December  when  he  predicted 
that  demand  for  online  video  would  boost  Internet  traffic  by  300%  to  500% 
over  the  next  decade.  To  bolster  Cisco's  bet  on  online  video,  the  networking 
giant  recently  paid  $6.9  billion  for  Scientific-Atlanta,  a  maker  of  television  set-top 
boxes  and  consumer  gear  that  enables  high  -speed  Internet  connections  and 
phone  calls.  Scientific-Atlanta  has  7,500  employees,  signaling  a  break  from 
Chambers'  long-held  practice  of  not  making  big  acquisitions.  Cisco's  stock  is 
down  32%  since  our  story.  — Quentin  Hardy 

JULY  5,  1999 

Bigger  Isn't  Better 

Chicago  landlord  Samuel  Zell  didn't  like  our  1999  story  about  his  two 
mammoth  real  estate  investment  trusts.  We  said  investors  should  put 
their  money  instead  into  smaller,  more  nimble  competitors. 
It  appears  we  were  right  on  Zell's  office  REIT.  Though  Equity  Office  Prop- 
erties Trust  stock  has  returned  8.6%  a  year  since  our  story  ran,  the  company's 
funds  from  operations  have  nose-dived,  from  $2.57  in  1999  to  an  estimated 
$1.65  a  share  for  2005.  And  last  month  Zell  slashed  the  REIT's  $2  annual  divi- 
dend by  34%.  The  three  smaller  office  REITs  we  recommended  have  returned 
11.6%  a  year  on  average  since  our  story.  Zell's  Equity  Residential  Properties 
Trust  has  performed  better,  producing  an  average  16%  annual  return;  the 
three  residential  REITs  we  picked  have  averaged  1 4.3%.       —Stephane  Fitch 


85  YEARS  AGO  IN  FORBES    JANUARY  8.  1821 

The  Birth  of  P.R  •  Unfortunately,  a 

great  many  corporations  have  not  yet  awakened 
to  the  importance  of  placing  themselves  before 
the  public  in  the  proper  light.  John  D.  Rockefeller 
once  remarked  to  me  that  one  thing  he  had 
learned— rather  late  in  life,  it  is  true— was  that 
"next  to  doing  the  right  thing,  the  most  important 
thing  is  to  let  the  people  know  that  you  are  doing 
the  right  thing." 

25  YEARS  AGO  IN  FORBES    NOVEMBER  23,  1881 


AlltO  JobS  tO  GO  The  American  pub- 
lic has  given  the  U.S.  auto  industry  an  ultima- 
tum: Produce  better-quality  cars  at  a  lower  price 
or  we  will  buy  Japanese.  General  Motors  Corp. 
and  Ford  Motor  Co.  are  passing  the  ultimatum 
to  the  United  Auto  Workers:  Slash  the  pay  and 
fringe  benefit  package.  Don't  nip  pennies  from 
it;  hack  off  dollars  per  hour.  Slash  it  now.  We 
aren't  going  to  wait  until  new  contract  bargain- 
ing next  summer  and  fall.  If  you  don't,  we  will 
move  production  overseas.  If  we  don't,  the  pub- 
lic will  do  it  for  us.  At  Ford,  Labor  Relations  Vice 
President  Peter  Pestillo  says  these  types  of  stay- 
or-go  decisions  involving  about  20,000  jobs  will 
be  made  before  the  end  of  next  year.  Peanuts, 
General  Motors  Chairman  Roger  Smith  tells 
FORBES.  "You're  talking  about  hundreds  of  thou- 
sands of  jobs.  You're  talking  megajobs." 

10  YEARS  AGO  IN  FORBES    JANUARY  I,  1886 


The  Real  Thing  dm  product,  giant 

company,  yet  Coca-Cola  last  year  was  putting  a 
lot  of  so-called  growth  companies  to  shame. 

In  the  first  three  quarters  of  1995,  Coke's 
\  operating  income  (excluding  nonrecur- 
ring  items)  rose  14%,  while  net  income 
^  rose  18%.  What  Coke  is  selling  and 
what  people  are  buying  is  not  just 
taste  but  also  an  image.  Chairman 
'  and  Chief  Executive  Officer  Roberto 
Goizueta  and  his  team  keep  polish- 
ing that  image  and  seeking  new  prod- 
ucts to  put  under  its  umbrella.  In  1995  Coke 
bought  number  two  root  beer  brand  Barq's  to  add 
to  its  product  lineup.  Last  year  was  a  great  one 
for  Coke's  shareholders,  handing  them  50%  gain. 

Facing  weak  regional  cola  sales,  Coke  recently 
revealed  a  new  global  slogan,  "Welcome  to  the 
Coke  side  of  life. "  Coke  stock  has  stagnated  in  the 
last  year  in  the  low  40s. 
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OME  PEOPLE  THINK 


ALL  INSURANCE  IS  THE  SAME 


They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 
that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 


So,  insure  with  the  best.  Insure  with  Chubb. 


To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.5 


<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the' language  of  the  policies  as  issued.' 
Chubb,  Box  1615,  Warren,  NJ.  07061-1615.  ©  2005  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


SONY 


DEFEND  YOUR  EMPIRE  FROM  VIRTUALLY  ANYWHERE. 


Sony  recommends 
Windows®  XP  Professional. 


WIRELESS  BEYOND  HOTSPOTS. 


Takeovers  foiled.  Competitors  denied.  The  new  Sony®  VAIO*  TX  is 
your  mobile  edge  against  the  unknown.  Its  integrated  wireless  Wide 
Area  Network  (WAN)  technology*  lets  you  go  on-line  virtually  anywhere 
the  Cingular  Wreless  national  EDGE  network  is  available.  So  should 
the  unexpected  strike,  it's  nice  to  know  the  ultra-portable  VAIO  TX 
lets  you  defend  your  empire  from  just  about  anywhere. 
877-339-7669  sony.com/vaio-tx1 


X  cingular 

raising  the  bar*.aill" 


\/\ia 


ike 


"Available  in  select  models  .tv&  is  c,;c»  D|ans  serviCC  ferms  and  cr 

1 -888-739-VAIO  (8246)  fc  i  production  in  'whole  or  in  part  wltho 

All  rights  reserved.  Sony  and  ...  Com:  ntion.  Cinqular  Wireless  is  a  registered  trademark  of  Gino 
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WALL  STREET 


Rush  In 

A  decade  ago  a  trickle  of  smart  money  was 
going  into  exotic  investments  like  private 
equity.  Now  it's  a  flood,  and  it's  not 
necessarily  coming  from  smart  investors. 
By  Neil  Weinberg  and  Bernard  Condon 

ANEW  MEXICO  STATE  FUND  THAT  KEEPS  THE  LIGHTS  ON 
in  schools  has  been  on  a  roller  coaster  lately — down 
16%  over  the  two  years  through  2002,  up  35%  over 
the  next  two  years.  This  summer  managers  of  the  $12.5 
billion  Permanent  Fund,  which  is  financed  with  oil  and 
mineral  revenues,  saw  a  chance  to  smooth  the  ride.  They 
persuaded  lawmakers  to  pass  what  is  disingenuously  known  as  the 
Prudent  Investor  Act.  It  allows  state  funds  to  gallop  into  the  Wild 
West  of  investing — hedge  funds,  buyout  funds  and  real  estate 
partnerships. 

"We  want  protection  on  the  downside,"  says  investment 
chief  Gary  Bland,  who  has  put  $1  billion  into  hedge  funds  so  far. 

That's  the  concept,  anyway.  Problem  is,  just  about  every  big 
investor  in  America  is  placing  similar  bets.  Public  and  private 
pension  funds,  university  and  philanthropic  endowments  and 
wealthy  individuals  have  been  pouring  money  into  alternative 
assets  recently:  The  hedge  fund  and  real  estate  investment  trust 
markets  have  each  doubled  in  size  in  five  years  to  $1  trillion  and 
$334  billion,  respectively.  The  value  of  acquisitions  by  buyout 
partnerships  nearly  quadrupled  over  the  same  period  to  $155 
billion  in  2005. 

Sucking  in  investors  are  lip-smacking  stories  of  the  Califor- 
nia Public  Employees'  Retirement  System's  16%  annual  returns 
from  real  estate  over  five  years  and  the  38%  a  year  Yale  University 
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front 


As  the  value  of  real  estate  held  via  investment 
.  trusts  and  other  means  has  surged,  the 
income  earned  from  commercial  property  has 
fallen  to  the  lowest  level  in  decades. 
REIT  market  value  ($bil)    Yield  on  commercial  real  estate 


Sources:  National  Council  of  Real  Estate  Investment 
Fiduciaries;  Prudential  Real  Estate  Investors;  National 
Association  of  Real  Estate  Investment  Trusts. 


made  over  ten  years  on  private  equity. 
Never  mind  that  Calpers  is  paring  its  real 
estate  portfolio  or  that  Yale's  manager 
says  private  equity  is  a  loser  for  most 
investors. 

Undaunted,  Arizona's  $22  billion 
State  Retirement  System  has  pledged 
$446  million  to  real  estate  ventures  in 
the  past  four  months  and  is  looking  to 
invest  nearly  $1  billion  more.  The  New- 
Jersey  State  Investment  Council,  with 
$70  billion  in  pension  assets  and  a 
$25  billion  unfunded  liability,  is  jump- 
ing into  alternatives  for  the  first  time. 
It  pledged  $1  billion  to  buyout  shops 
and  $675  million  to  real  estate  ventures 
last  year  and  hopes  to  plunk  another 
$600  million  into  hedge  funds  over  the 
next  six  months.  Its  target:  $8  billion  in 
alternative  investments,  or  13%  of 
assets,  in  seven  years. 

What  happens  when  a  large  flow  of 
money  chases  a  small  number  of  deals? 
Prices  go  up.  Amid  a  fevered  auction 
market  buyout  funds  are  paying  an  aver- 
age ten  times  operating  earnings  (Ebitda, 
that  is)  for  acquisitions,  the  highest  level 
since  shordy  before  the  market  peaked  in 
the  late  1990s.  For  Quiznos,  a  sandwich 
chain,  auctioneer  Goldman  Sachs  is 
reportedly  telling  bidders  to  think  in  the 
range  of  11  to  17  times  Ebitda. 

"It's  a  great  idea  to  restructure  com- 
panies, but  if  you  pay  too  much  for 
them,  you  end  up  the  bigger  fool,"  says 


Barton  Waring,  a  managing  director 
at  Barclays  Global  Investors. 

The  run-up  in  real  estate  prices  has 
pushed  yields  (rent  minus  expenses) 
below  6%,  the  lowest  level  in  at  least  three 
decades,  according  to  the  National  Coun- 
cil of  Real  Estate  Investment  Fiduciaries. 
Among  hedge  funds,  returns 
have  turned  decidedly  humdrum — and 
equitylike — as  money  has  poured  in.  The 
S&P  Hedge  Fund  Index  of  42  hedge  funds 
delivered  a  mere  2.3%  return  through 
mid-December,  to  the  S&P  500's  6.9%. 
(This  is  an  "investable"  index,  meaning 
that  you  could  have  actually  earned  the 
advertised  return.  Some  hedge  fund  aver- 
ages are  considerably  more  hypothetical.) 

"These  are  niche  areas  that  can  gener- 
ate good  returns  with  modest  amounts  of 
money,"  says  Bradley  Hintz,  a  Bernstein 
Investment  Research  analyst,  referring  to 
buyout  and  hedge  funds.  "But  more  and 
more  money  flowing  in  essentially  guar- 
antees mediocre  performance." 

Not  on  Wall  Street,  which  is  the  sure 
winner  in  the  rush  to  alternative  invest- 
ments. The  big  firms  flog  many  of  the 
products  themselves  via  vehicles  like 
DLJ  Real  Estate  Capital  Partners,  private 
equity  fund  IPMorgan  Partners  and  hedge 
funds  offered  by  everyone  from  Deutsche 
Bank  to  Merrill  Lynch.  The  operators  of 
all  these  vehicles  have  in  common  a  pen- 
chant to  skim  off  1  %  to  2%  of  assets  per 
year  in  fees  plus  20%  or  so  of  their 


investors'  profits,  if  there  are  any. 

Wall  Street  likes  private  equity  pool: 
for  another  reason — they  give  rise  to  lusr 
investment  banking  revenues.  PrivatJ 
equity  partnerships  were  the  source  o 
over  half  of  Wall  Street's  initial  publi< 
offering  revenues  in  2005.  On  trading 
floors  hedge  funds  are  the  growth  engine 
generating  13%  of  commissions,  wortl 
$3.5  billion,  up  from  7%  eight  years  ago 


'98  '01  '05 

'Purchase  price  as  a  multiple  of  earnings  before  interest 

depreciation,  taxes  and  amortization. 

Sources:  Brown  Gibbons  Lang  &  Co.;  Buyouts  magazine. 


according  to  Bernstein. 

As  funds  continue  to  flow  into  alter 
natives,  they're  luring  a  lot  of  duml 
money,  first  and  foremost  from  under 
staffed  and  inexperienced  public  pensioi 
funds.  "The  movement  of  public  fund 
with  lay  boards  into  the  least  transparenl 
highest  risk,  most  illiquid  investments  is 
recipe  for  disaster,"  says  Edward  Siedle, 
consultant  to  pension  funds  who  run 
Benchmark  Financial  Services. 

A  $14  billion  Ohio  fund  to  help  out  i] 
and  injured  workers  jumped  into  eigh 
private  equity  and  venture  capital  fund 
in  2000.  Within  five  years  its  portfolio  hai 
ballooned  to  68  funds — supervised  b 
just  four  staffers.  They're  not  sure  ho\ 
the  investments  fared  because  they  neve 
tracked  them.  A  consultant  hired  to  hel] 
fix  the  Ohio  fund's  myriad  problems  say 
its  overall  return  was  likely  7%  annual! 
over  ten  years,  or  less  than  half  the  pub 
lished  figure. 

Count  on  more  such  disasters  amon 
the  other  49  states.  I 
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If  you're  still  not  using  FedEx,  you're 


ow  much  do  you  think  FedEx  costs?  Guess  again.  We  have  dozens  of 
to  help  your  small  business  save  money  on  shipping — including 
und  service,  which  reaches  virtually  every  address  in  America. 
Visit  fedex.com  today.  Because  money  is  just  as  important  as  hugs. 


Ground 


Relax,  it's  FedEx. 


front 


DEALS 


What  Is  Eddie  Buying? 

Is  hedge  fund  manager  EDWARD  LAMPERT  wrapping  up 
Sears— to  take  it  private?  By  Mark  Tatge  and  Miriam  Gottfried 

CAN  EDWARD  LAMPERT  SAVE  SEARS?  OR  MAYBE  THAT'S  THE  WRONG 
question.  Can  he  save  his  investment  in  Sears?  He  might  do  that  by  tak- 
ing the  $54  billion  (sales)  retailer  private.  Lampert  smushed  Sears  and 
Kmart  together  a  year  ago.  But  the  $1 1  billion  deal  has  so  far  done  little 
to  reverse  the  sickly  retailers'  slide.  The  December  quarter  was  another  horrible 

one  for  comparable  store  sales,  down 


Still  sliding,  but  nice  real  estate:  Lampert. 


10.8%  at  Sears  outlets  and  down  2.8% 
at  Kmart.  The  future  doesn't  look 
much  more  promising.  Lampert,  who 
noted  in  SEC  filings  that  recent 
apparel  sales  numbers  were  "disap- 
pointing," prefers  not  to  talk  to  Wall 
Street  or  to  journalists. 

All  the  more  reason  to  take  Sears 
private.  Acquiring  the  60%  of  Sears 
that  his  hedge  fund  doesn't  own  could 
cost  Lampert  $  1 2  billion  to  $  1 5  billion 
(including  assumed  debt).  Lampert  could  then  slowly  sell  Sears  real  estate  as- 
sets, valued  at  $10.8  billion,  without  having  to  explain  himself  to  public  share- 
holders. So  far  Lampert  has  dumped  some  of  Sears'  Orchard  hardware  stores, 
slashed  costs  and  sold  some  credit  card  receivables,  raising  $1  billion  in  cash. 

^uHmn^^^         "There's  so  much  going  on  with  this  com 
^fl  i^^^^^^^^    pany,  and  most  of  it  doesn't  have  anything  to  do 
■  with  retailing,"  says  Gimme  Credit  analyst 

H  \    Carol  Levenson.  She  suggests  in  a  recent 

H  writeup  that  Sears  lacks  retail  merchandis- 

'jf^HjiflV    ing  talent.  Replacing  longtime  Searsians  are 
^^^^K  Aylwin  Lewis,  who  served  briefly  as  Kmart's 

\\  s  chief  executive  after  running  fast-food 

H^K!^     joints  for  Yum  Brands,  and  William  C. 
\^  ^  gS^feJ    ^r°wley,  vvr,o  is  chief  operating  officer  of 

jk  ^M»t    Lampert's  hedge  fund,  ESL  Investments. 

Look  for  Lampert  to  plow  $2  billion 
annually  into  stock  buybacks  (he  spent 
..I^*"''  ^  $430  million  this  way  in  the  third 

^fl  ' v  quarter),  effectively 

V'\    Mk  Ha    trol  of  the  retailer. 

Then,  when 
Sears'  lofty  $123 
share  price 
eventually  falls, 
Lampert  will 
be  poised  to 
buy  the  rest 
via  tender 
offer.  F 
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AMERICA'S 
FAVORITE 
MASCOTS 

A  515-pound  M&Ms  balloon  crashed  into  I 
lamppost  and  slightly  injured  two  tourist: 
during  Macy's  Thanksgiving  Day  parade.  Bu 
that  probably  won't  dent  the  reputation  o 
the  M&Ms  characters,  who  relentlessly  floj 
Mars'  popular  candy.  According  to  a  surve 
of  1,800  consumers  done  by  Marketin; 
Evaluations  in  Manhasset,  N.Y.,  the  M&M 
rank  first  in  iikability  among  American  brani 
icons,  solidly  trouncing  the  Energizer  Bunn 
and  the  Geico  gecko.  The  least-likei 
character,  with  a  score  of  13,  is  Stouffer' 
Max-A-Roni.  —Lacey  Ros 


CHARACTER/COMPANY 


scon 


M&Ms  figures/Mars 

42 

Doughboy/General  Mills,  Smucker's 

37 

Duck/Aflac 

35 

Tony  the  Tiger/Kellogg 

33 

Gecko/Berkshire  Hathaway 's  Geico 

32 

Chester  the  Cheetah/Pepsi's  Frito-Lay 

26 

Energizer  Bunny/Energizer  Holdings 

26 

Kool-Aid  Man/Kraft  Foods 

26 

Trix  Rabbit/General  Mills 

26 

Snap,  Crackle  and  Pop/Kellogg 

25 

Snuggle  the  Bear/Unilever 

25 

Willy  Wonka/Nestle 

25 

Source:  Marketing  Evaluations. 


All  IT  Systems 


One  Service  Team 


For  multi-vendor,  cross -platform  service  and  support,  Fujitsu  is  the  one. 


From  mainframes  to  servers,  notebooks, 
d  Tablet  PCs,  no  other  company  provides 
the  full  spectrum  of  services  to  support 
business-critical  computing  like  Fujitsu.  In 
ddition  to  our  own  products,  we  support 
a  variety  of  platforms  such  as  Sun™,  IBM®, 
and  HRplus  OS/3900,  UNIX®,  Windows® 
and  Linux  environments.  We  also  provide 
services  that  improve  the  operation 
of  your  existing  IT  investments  and 
drive  down  costs.  So,  if  it's 
critically  important  to  a  ClO's  IT 
infrastructure,  we  service  it. 


PRIMEPOWER'  Servers 


PRIMERGY"  Servers 


m 


LifeBook*  Notebooks 


PRIMEQUEST"  Servers 


With  more  than  30  years  of  direct 
experience  collaborating  with  our  customers 
and  aligning  their  IT  and  business  objectives, 
we've  learned  what  it  takes  to  maintain  a 
wide  variety  of  complex,  mission-critical  IT 
environments — and  deliver  a  higher  level  of 
service,  for  multi-vendor  cross-platform 
environments.  We  provide  a  single  point  of 
contact  and  full  accountability  to 
reduce  the  complexity  and  cost  of 
support,  streamlining  operations  to 
offer  greater  business  value. 


To  learn  more  reasons  why  ClOs  entrust  their  !T  systems  to  Fujitsu,  visit 
us.fujitsu.com/computers/services  or  call  I  -800-83 1  -3  1 83. 


Fuffrsu 


THE    POSSIBILITIES    ARE  INFINITE 

Ijjitsu  Computer  Systems  Corporation:  All  nghts  reserved.  Fujitsu,  the  Fujitsu  logo.  PRIMEPOWER.  PRIMEQUEST  and  LifeBook  are  registeied  trademarks  of  Fuittsu  Limned  in  the  United  States  and  other  countres  PRIMERGV  n.  a  registered  tradcnuri;  of 
*ins  Computers  GmbH  in  the  United  States  and  other  countries  IBM  and  OS/390  are  registered  trademarks  of  IBM  Corporation  in  the  United  Slates,  other  countries,  or  both.  Sun  is  a  trademark  of  Sun  Microsystems,  Inc.  in  the  U.S.  and  other  countries. 
UNIX  «  a  registered  trademark  of  The  Open  Group  in  the  United  Slates  and  other  countries.  Windows  is  a  registered  trademark  of  Microsoft  Corporation.  All  other  trademarks  mentioned  herein  are  the  property  pi  their  respective  owners. 
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Does  global  warming  cause  hurricanes?  Don't  ask  a  scientist. 
Get  your  actuary  to  tell  you  By  Tomas  Kellner 


GLOBAL  WARMING  MAY  OR  MAY 
not  have  fueled  Katrina's  fury.  No 
scientific  consensus  has  formed 
on  that  point.  But  this  hasn't 
stopped  the  property-casualty  industry 
from  weighing  in. 

The  biggest  firm  that  models  catastro- 
phes for  insurers  says  it's  convinced  that 
warming  of  the  Earth  will  increase  the 
number  and  intensity  of  hurricanes  over 
the  next  five  years.  One  more  excuse  for 
insurance  premiums  to  go  up. 

Risk  Management  Solutions  of 


Newark,  Calif,  says  that  expected  annual 
insurance  losses  from  Atlantic  hurri- 
canes, calculated  at  $7  billion  using 
average  20th-century  storminess,  should 
now  be  adjusted  upward  to  $10  billion. 
(The  estimated  $80  billion  payout  for 
2005  has  to  be  viewed  as  a  fluke.)  RMS 
goes  on  to  estimate  that  global  warm- 
ing is  to  blame  for  somewhere  between 
10%  and  60%  of  the  $3  billion  boost, 
with  cyclical  weather  patterns  explain- 
ing the  balance.  At  60%,  climate  change 
would  be  costing  insurers  $1.8  billion 


More  to  come:  Katrina's  wrath  in  Mississippi. 

in  additional  annual  losses. 

Says  Robert  Muir- Wood,  chief  research 
officer:  "If  you  ask  us,  'Is  there  climate 
change  in  this?'  the  answer  is  yes."  What- 
ever the  dollar  figure,  Muir- Wood  says,  the 
significance  is  that  his  firm  is  now  including 
climate  change  in  its  forecasting  model, 
which  is  assembled  by  its  1 5  meteorologists, 
climatologists  and  outside  experts. 

RMS'  450  clients,  such  as  Swiss  Re, 
Allianz  and  Allstate,  use  the  model  to  help 
price  policies  that  will  cover  future  storms. 
Typically  insurers  can  apply  for  rate  hikes 
with  state  regulators  only  if  they  are  justi- 
fied by  past  losses,  not  forecasts.  This  may 
be  changing,  however.  In  2004  Massachu- 
setts passed  the  nation's  first  bill  that 
allows  certain  insurers  to  base  rates  on 
predicted  hurricane  losses.  And 
December  a  group  of  20  state  treasurers 
and  pension  funds  like  Calpers,  with  com- 
bined assets  of  $800  billion,  called  on  30 
public  insurers  to  disclose  their  financial 
exposure  to  climate  change. 

Still,  to  get  an  idea  of  how  squishy  this 
area  remains,  consider  the  conclusion  of 
RMS  competitor  AIR  Worldwide,  from 
Jayanta  Guin,  vice  president  of  research 
and  modeling:  "We  don't  see  any  scien- 
tific evidence  to  support  the  idea  conclu- 
sively that  global  warming  has  a  compo- 
nent [in  hurricane  activity]."  F 


SOFTWARE 

E-Mail  Made  Better 

Lots  of  people  use  Microsoft  e-mail.  Which  is 

not  to  say  they  like  it  By  Patricia  Huang 

E-MAIL  NEEDS  A  REDESIGN.  MICROSOFT'S  OUTLOOK  SOFr- 
ware,  used  by  400  million  people  (out  of  the  700  million 
with  computers),  has  seen  four  upgrades  since  its  first  re- 
lease eight  years  ago,  though  its  look  and  feel  haven't 
changed  much.  But  e-mail  has  become  more  than  just  a  message 
center;  it's  now  a  workspace.  The  average  corporate  user  gets 
470  e-mails  a  week  and  spends  15  hours  dealing  with  them, 
using  mail  to  manage  and  distribute  documents  in  the  office 
and  over  the  Web.  Outlook  and  its  Exchange  server  have  been 
slow  to  accommodate  this.  They  have  inferior  search  capability, 
and  even  when  users  are  in  the  office,  they're  forced  to  flit  back 
and  forth  between  e-mail  and  Word,  Excel  and  calendars. 
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The  two-ypar-nirl  firm  is  nut  to  drag  e-mail  into  the  Internet  age. 


Now  a  two-year-old  Silicon  Valley  firm,  Zimbra,  is  out  to  drag 
e-mail  into  the  Internet  age,  declares  founder  Satish  Dharmaraj. 

Backed  with  $16  million  in  venture  funding  from  Red- 
point  Ventures,  Accel  Partners  and  Benchmark  Capital,  Zim- 
bra debuted  its  e-mail  software  and  server  in  October  to  rave 
reviews.  The  e-mail  program  looks  at  first  glance  like  a  typical 
mail  window,  but  it  packs  in  a  passel  of  productivity  tweaks 
and,  because  its  programming  code  is  open  to  outside  devel- 
opers, it  is  continually  being  updated  with  new  features.  One 
user  created  a  version  of  Zimbra  in  Chinese.  Twenty  thousand 
customers  have  downloaded  the  trial  server,  and  the  San 
Mateo  company  expects  to  sign  up  200  paying  customers  by 
February.  Current  users  include  ad  agency  TBWA  Chiat  Day 
and  American  City  Business  Journals. 

Zimbra  works  the  same  way  in  the  office  or  over  the  Web, 


and  many  users  find  that  they  never  have  to  leave  the  e-mail  pro 
gram.  Receive  an  invitation  to  a  lunch  in  two  weeks  and  you  car 
mouse  over  the  date  to  have  the  corresponding  page  in  your  dati 
book  pop  up.  Highlight  a  FedEx  tracking  number  in  an  e-mai 
and  a  small  window  displays  the  package  status  from  FedEx' 
Web  site.  Click  on  a  phone  number  and,  if  you've  got  an  Interne 
phone  application  like  Skype  or  Vonage,  Zimbra  begins  dialing 
Oudook  offers  a  similar  feature,  known  as  Smart  Tags,  but  fev 
users  seem  to  bother  with  it,  and  the  interface  can  require  mon 
steps.  "There's  a  perpetual  cut-and-paste  action  that  people  dc: 
flipping  back  between  Web  browsers,"  says  Zimbra  Presiden 
Scott  Dietzen.  Zimbra,  eager  to  stay  outside  Microsoft's  crosshairs 
stresses  that  its  server  can  work  with  Microsoft  Outlook,  toe 
Microsoft  says  the  next  version  of  Outlook,  due  out  sometim 
after  June,  will  offer  better  indexing  and  faster  searching. 
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Rebel  With  a  Heart 

Scourge  of  drug  companies,  ERIC  T0P0L  has  a  messianic  streak. 
It  might  save  somebody's  life  By  Matthew  Herper 


ERIC TOPOL, THE  CLEVELAND  HEART 
researcher  who  warned  about 
Merck's  Vioxx  pain  reliever,  is  a 
whisde-blowing  crusader  right  out 
of  central  casting.  Argumentative,  intense 
and  absolutely  convinced  he's  right.  And 
maybe  a  little  suspicious,  too.  (The  ring  on 
his  cell  phone  plays  the  theme  to  Mission 
Impossible.)  "They've  done  everything  they 
could  to  discredit  me  and  destroy  me,"  he 
has  said  about  Merck.  His  passion  may 
have  come  at  a  cost.  The  Cleveland 
Clinic  recendy  stripped  him  of  top 
academic  positions  (while  leaving 
him  as  head  of  cardiology).  The 
clinic  says  it  was  only  an  organiza- 
tional change.  But  he  had 
ruffled  feathers  by 
claiming  in  a  deposition 
that  Merck  may  have  i 
pressured  the  clinic  \ 
when  he  first  argued,  ! 
in  2001,  that  the  ' 
arthritis  pill  posed  a 
heart  risk.  Merck  >i- 
denics  the  charge. 
Topol,  51,  spoke  re- 
cendy to  FORBES. 
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►  The  New  England  Journal  of  Medicine 
recently  accused  Merck  of  deleting  data 
about  Vioxx's  heart  risk  in  2000.  You 
pointed  out  the  discrepancy  last  year.  What 
was  wrong  with  Merck's  data  reporting? 
There  were  errors  of  commission  and  omis- 
sion. What  was  ultimately  published  was 
erroneous  and  also  deceptive.  It  could  be 
deceptive  because  Merck  asserted  that  the 
death  rates  were  similar,  when  in  fact  I  had 
pointed  out  that  the  death  rates  were  not 
at  all  similar.  It  was  more  compelling 
that  there  were  deliberate  efforts  to 
provide  inaccurate  information. 
That's  been  my  concern  all  along. 
[Merck  says  it  acted  appropriately] 


►  Some  have  argued  Vioxx 
should  never  have  been 
pulled  from  the  market. 

I  would  never  have  asked 
I  that  the  drug  not  be  ap- 
j  proved.  But  Merck  should 
have  done  the  right  thing 
and  put  a  serious  warning 
on  Vioxx's  label  when  the 
heart  risk  emerged.  They 
didn't  say,  "We  have  a  problem 


with  this  drug."  If  side  effects  had  beei 
acknowledged  early,  the  drug  would  stU 
be  on  the  market  today  and  the  Cox- 
debacle  would  have  not  occurred. 

►  You've  been  Involved  in  several  drug 
controversies  aside  from  Vioxx.  Do  you 
have  a  problem  with  drug  companies? 

My  concern  about  safety  goes  long  befor 
this,  and  beyond  drugs.  When  I  did  th 
first  trial  comparing  atherectomy  an< 
angioplasty,  two  methods  for  uncloggin 
arteries,  they  called  me  antidevice.  Tha 
was  in  1992.  So  I  think  it's  not  just  abou 
these  drugs.  Whenever  there's  a  publi 
harm,  it's  our  charge  to  address  it. 

►  Why  are  we  seeing  so  many  drug  safety 
flare-ups?  Is  there  something  wrong  at  the 
Food  &  Drug  Administration? 

The  answer  to  that  could  be  the  thresh 
old  for  approval  at  the  FDA — both  intei 
nally  and  from  the  panels  of  experts 
calls  on  for  advice.  For  instance,  muragl 
tizar  won  approval  from  an  FDA  panel  fc 
lowering  blood  sugar.  But  that  panel  di 
not  have  a  cardiologist  on  it.  And  yo 
have  to  wonder  if  laboratory  tests  aj 
enough  to  determine  safety.  The  pan* 
never  considered  total  effects  on  patier 
health.  [The  drug  was  never  approved  b 
the  FDA,  in  the  face  of  concerns  ovfl 
heart  problems.]  There's  a  gap  in  wh« 
we  need  from  the  drug  review  proces 
and  what  we're  getting. 
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ONE  OF  THE  HOTTEST 
topics  on  the  tort 
lawyer  conference 
circuit  is  welding  rod 
litigation.  A  $1  million  award 
in  2003  got  lawyers'  attention. 
An  Illinois  maintenance 
worker  convinced  a  jury  that 
the  manganese  fumes  emitted 
during  welding  caused  his 
Parkinson's.  Even  though 
plaintiffs  have  yet  to  score  an- 
other courtroom  victory  (the 
defense  has  won  ten;  others 
setded),  and  the  science  link- 
ing welding  to  neurological 
disorders  is  sketchy,  tort 
lawyers  have  filed  suits  on  be- 
half of  thousands  of  welders. 

But  recent  events  open  a 
window  into  how  a  tort 
claim  becomes  epidemic.  In 
December  the  first  two  weld- 
ing cases  in  a  mass  tort  with 
5,300  claimants  imploded 
amid  charges  of  faked 
injuries.  And  now  defense  attorneys  for  a 
dozen  companies  are  asserting  that  man- 
ganese-induced Parkinson's  and  its  sup- 
posed symptoms  were  fabricated  "out  of 
thin  air"  by  lawyers  and  a  physician  work- 
ing with  them. 

The  lead  trial  lawyer  is  tobacco  tort 
king  Richard  ( Dickie)  Scruggs.  The  physi- 
cian who  saw  the  majority  of  claimants  is 
Dr.  Paul  Nausieda,  medical  director  of  the 
Regional  Parkinson's  Center  in  Milwau- 
kee. "He's  a  one-man  epidemic,"  pro- 
claims defense  attorney  John  Beisner.  "He 
defines  manganism,  designs  the  screening 
process  and  does  the  diagnosing." 

The  charge  is  similar  to  those  made 
by  defendants  in  a  mass  tort  involving  sil- 
icosis, where  a  federal  judge  last  June 
found  that  thousands  of  the  cases  were 
based  on  flimsy  diagnostic  work.  Investi- 
gations are  under  way  of  physicians  and 
lawyers  involved  in  the  suits. 

"This  [the  welding  litigation]  is 
clearly  a  case  in  which  the  claimants  saw  a 
lawyer  first  and  then  went  to  the  doctor," 
says  Beisner,  of  law  firm  O'Melveny  & 
Myers  in  Washington,  DC. 

According  to  Beisner,  the  scenario 
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Twitch  &  Shout 


Hill 


Once  touted  as  the  next  asbestos,  a  mass 
involving  welding  rods  is  starting  to  look 
like  a  textbook  case  in  the  manufacturing  of 
an  epidemic  |  By  Mary  Ellen 


went  like  this:  Scruggs 
and  fellow  plaintiff 
lawyer  John  (Don) 
Barrett  ran  TV  and 
print  ads  in  New 
York,  Los  Angeles 
and  elsewhere  advis- 
ing welders  that  they 
could  be  entitled  to 
monetary  awards  if  they 
had  symptoms  ranging  from 
headaches  to  insomnia.  The 
welders  would  then  contact 
the  lawyers'  firms.  The  law- 
yers would  refer  them  to  Nausieda. 

Once  they  arrived  at  Nausieda's 
screening  site,  welders  would  fill  out  a 
fact  sheet  that  asked  if  they  suffered 
from  complaints  such  as  headaches  and 
tremors,  and  if  they'd  been  seen  by  a 
doctor.  Once  the  sheet  was  completed, 
the  potential  claimants  were  observed 
for  a  few  minutes  by  either  Nausieda  or 
one  of  his  interns,  some  of  whom 
weren't  trained  in  neurology.  After  the 
exams  Nausieda  would  either  write  up 
or  sign  off  on  the  diagnoses,  the  vast 
majority  of  which  were  manganese- 


Has  the  spark  gone  out  of 
his  case?  Famed  plaintiff 
lawyer  Dickie  Scruggs. 


induced  Parkinson's.  Fc 
his  work  Nausieda  has  bee 
paid  more  than  $1  millic 
by  the  plaintiffs,  sa- 
Beisner. 

The  first  crack  in  tl 
plaintiffs'  case  came 
December  as  two  suits  we 
headed  for  the  courtroom 
Cleveland.  In  one  case  plaii 
tiff  Dewey  Morgan  admits 
in  his  deposition  to  lying  c 
his  questionnaire,  and  tl 
other  case  was  pulled,  sa 
Beisner,  because  plainti 
Scott  Landry  had  a  history 
cocaine  and  alcohol  abu 
that  could  account  for  mc 
of  his  symptoms. 

Nausieda  did  not  retui 
phone  calls  from  FORBE 
Scruggs  calls  the  defen 
claims  "nothing  more  thar 
trumped-up  food  fight 
Scruggs'  co-counsel  Ba 
rett  bristles  at  the  su 
gestion  that  the  doct 
is  little  more  than 
hired  gun.  Accor 
ing  to  him,  welde 
were  first  seen  1 
general  practitio 
ers,  and  those  wi 
movement  disorde 
were  referred  to  Na 
sieda.  He  also  says  that  a: 
claimant  headed  for  trial 
always  seen  by  another  ne 
rologist.  "Dr.  Nausiedc 
diagnoses  are  consiste 
with  [those  of]  other  neurologists  we' 
consulted,"  says  Barrett. 

Barrett  says  that  Landry's  case  w 
pulled  because  his  employer  threaten' 
to  sue  him  if  he  didn't  drop  it.  As  f 
Morgan,  "If  it's  true  that  he  lied,  it's  ji 
the  story  of  a  sick  old  man  exaggerate 
his  symptoms,"  says  Barrett,  who  insi: 
that  the  remaining  cases  will  go  forwai 
Beisner  has  asked  the  court  to  dism 
the  claims  of  all  plaintiffs  who  were  dia 
nosed  by  Nausieda,  barring  further  exai 
inations.  The  judge  is  expected  to  rij 
early  in  2006. 
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VYTORIN  treats  the 
2  sources  of  cholesterol. 


FOOD 


wmm  i 

FAMILY 


You  probably  know  that  cholesterol  comes  from  food.  But 
what  you  might  not  know  is  that  your  cholesterol  has  a  lot 
;(o  do  with  your  family  history.  VYTORIN  treats  both  sources 
If  cholesterol. 

r  \  healthy  diet  is  important,  but  when  it's  not  enough,  adding 
7YT0RIN  can  help.  VYTORIN  helps  block  the  absorption  of 
cholesterol  that  comes  from  food  and  reduces  the  cholesterol 
i  hat  your  body  makes  naturally. 

n  clinical  trials,  VYTORIN  lowered  bad  cholesterol 
i  lore  than  Lipitor  alone.  VYTORIN  is  a  tablet  containing 
j  mo  medicines:  Zetia®  (ezetimibe)  and  Zocor  (simvastatin). 


MERCK / Schering-Plough  Pharmaceuticals 


Program 

find  out  II  you  qualify,  call  1  -800-347-7503. 

Vierck/Schering-Plough  Pharmaceuticals,  2006.  All  rights  reserved  20650017(1)(003)-VYT 
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Important  information:  VYTORIN  is  a  prescription  tablet 
and  isn't  right  for  everyone,  including  women  who  are  nursing 
or  pregnant  or  who  may  become  pregnant,  and  anyone  with 
liver  problems.  Unexplained  muscle  pain  or  weakness  could 
be  a  sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  VYTORIN  may  interact 
with  other  medicines  or  certain  foods,  increasing  your  risk 
of  getting  this  serious  side  effect.  So,  tell  your  doctor  about 
any  other  medications  you  are  taking. 

To  learn  more,  call  1-877-VYTORIN  or  visit  vytorin.com. 
Please  read  the  Patient  Product  Information  on  the 
adjacent  page. 

Continue  to  follow  a  healthy  diet,  and  ask  your  doctor  about 
adding  VYTORIN. 

vy¥orin. 

(ezetimibe/simvastatinj 

Treat  the  2  sources  of  cholesterol. 


Patient  Information  about  VYTORIN  (Vl-tor-in) 

Generic  name:  ezetimibe/simvastatin  tablets 


Read  this  information  carefully  before 
you  start  taking  VYTORIN.  Review  this 
information  each  time  you  refill  your 
prescription  for  VYTORIN  as  there  may 
be  new  information. This  information 
does  not  take  the  place  of  talking  with 
your  doctor  about  your  medical 
condition  or  your  treatment.  If  you 
have  any  questions  about  VYTORIN, 
ask  your  doctor.  Only  your  doctor  can 
determine  if  VYTORIN  is  right  for  you. 

What  is  VYTORIN? 

VYTORIN  is  a  medicine  used  to  lower 
levels  of  total  cholesterol,  LDL  (bad) 
cholesterol,  and  fatty  substances  called 
triglycerides  in  the  blood.  In  addition, 
VYTORIN  raises  levels  of  HDL  (good) 
cholesterol.  It  is  used  for  patients  who 
cannot  control  their  cholesterol  levels 
by  diet  alone. You  should  stay  on  a 
cholesterol-lowering  diet  while  taking 
this  medicine. 

VYTORIN  works  to  reduce  your 
cholesterol  in  two  ways.  It  reduces  the 
cholesterol  absorbed  in  your  digestive 
tract,  as  well  as  the  cholesterol  your 
body  makes  by  itself.  VYTORIN  does 
not  help  you  lose  weight. 

Who  should  not  take  VYTORIN? 

Do  not  take  VYTORIN: 

•  If  you  are  allergic  to  ezetimibe  or 
simvastatin,  the  active  ingredients  in 
VYTORIN,  or  to  the  inactive  ingredients. 
For  a  list  of  inactive  ingredients,  see 
the  "Inactive  ingredients"  section  at 
the  end  of  this  information  sheet. 

•  If  you  have  active  liver  disease  or 
repeated  blood  tests  indicating 
possible  liver  problems. 

•  If  you  are  pregnant,  or  think  you  may 
be  pregnant,  or  planning  to  become 
pregnant  or  breast-feeding. 

VYTORIN  is  not  recommended  for  use 
in  children  under  10  years  of  age. 

What  should  I  tell  my  doctor  before 
and  while  taking  VYTORIN? 

Tell  your  doctor  right  away  if  you 
experience  unexplained  muscle  pain, 
tenderness,  or  weakness.This  is  because 
on  rare  occasions,  muscle  problems 
can  be  serious,  including  muscle  break- 
down resulting  in  kidney  damage. 

The  risk  of  muscle  breakdown  is 
greater  at  higher  doses  of  VYTORIN. 

The  risk  of  muscle  breakdown  is  greater 
in  patients  with  kidney  problems. 

Taking  VYTORIN  with  certain  substances 
can  increase  the  risk  of  muscle  problems. 
It  is  particularly  important  to  tell  your 
doctor  if  you  are  taking  any  of  the 
following: 

•  cyclosporine 


•  danazol 

•  antifungal  agents  (such  as 
itraconazole  or  ketoconazole). 

•  fibric  acid  derivatives  (such  as 
gemfibrozil,  bezafibrate,  orfenofibrate) 

•  the  antibiotics  erythromycin, 
clarithromycin,  and  telithromycin 

•  HIV  protease  inhibitors  (such  as  indinavir, 
nelfinavir,  ritonavir,  and  saquinavir) 

•  the  antidepressant  nefazodone 

•  amiodarone  (a  drug  used  to  treat  an 
irregular  heartbeat) 

•  verapamil  (a  drug  used  to  treat  high 
blood  pressure,  chest  pain  associated 
with  heart  disease,  or  other  heart 
conditions) 

•  large  doses  (>1  g/day)  of  niacin  or 
nicotinic  acid 

•  large  quantities  of  grapefruit  juice 
(>1  quart  daily) 

It  is  also  important  to  tell  your  doctor  if 
you  are  taking  coumarin  anticoagulants 
(drugs  that  prevent  blood  clots,  such  as 
warfarin). 

Tell  your  doctor  about  any  prescription 
and  nonprescription  medicines  you  are 
taking  or  plan  to  take,  including  natural 
or  herbal  remedies. 

Tell  your  doctor  about  all  your  medical 
conditions  including  allergies. 

Tell  your  doctor  if  you: 

•  drink  substantial  quantities  of  alcohol 
or  ever  had  liver  problems.  VYTORIN 
may  not  be  right  for  you. 

•  are  pregnant  or  plan  to  become 
pregnant.  Do  not  use  VYTORIN  if  you 
are  pregnant,  trying  to  become  pregnant 
or  suspect  that  you  are  pregnant.  If 
you  become  pregnant  while  taking 
VYTORIN,  stop  taking  it  and  contact 
your  doctor  immediately. 

•  are  breast-feeding.  Do  not  use 
VYTORIN  if  you  are  breast-feeding. 

Tell  other  doctors  prescribing  a  new 
medication  that  you  are  taking  VYTORIN. 

How  should  I  take  VYTORIN? 

•  Take  VYTORIN  once  a  day,  in  the 
evening,  with  or  without  food. 

•  Try  to  take  VYTORIN  as  prescribed. 
If  you  miss  a  dose,  do  not  take  an 
extra  dose.  Just  resume  your  usual 
schedule. 

•  Continue  to  follow  a  cholesterol- 
lowering  diet  while  taking  VYTORIN. 
Ask  your  doctor  if  you  need  diet 

information. 

•  Keep  taking  VYTORIN  unless  your 
doctor  tells  you  to  stop.  If  you  stop 
taking  VYTORIN,  your  cholesterol 
may  rise  again. 

What  should  I  do  in  case  of  an  overdose? 

Contact  your  doctor  immediately. 


What  are  the  possible  side  effects  of 
VYTORIN? 

See  your  doctor  regularly  to  check  yo 
cholesterol  level  and  to  check  for  side 
effects.  Your  doctor  may  do  blood  tes 
to  check  your  liver  before  you  start 
taking  VYTORIN  and  during  treatmen 

In  clinical  studies  patients  reported  tr 
following  common  side  effects  while 
taking  VYTORIN:  headache  and  muse 
pain  (see  What  should  I  tell  my  docto 
before  and  while  taking  VYTORIN?). 

The  following  side  effects  have  been 
reported  in  general  use  with  either 
ezetimibe  or  simvastatin  tablets  (tabh 
that  contain  the  active  ingredients  of 
VYTORIN): 

•  allergic  reactions  including  swellin 
of  the  face,  lips,  tongue,  and/or  thrc 
that  may  cause  difficulty  in  breathi 
or  swallowing  (which  may  require 
treatment  right  away),  rash,  hives; 
joint  pain;  alterations  in  some  laborat* 
blood  tests;  liver  problems;  inf  lammat 
of  the  pancreas;  nausea;  gallstone: 
inflammation  of  the  gallbladder. 

Tell  your  doctor  if  you  are  having  the 
or  any  other  medical  problems  while 
on  VYTORIN. This  is  not  a  complete  li 
of  side  effects.  For  a  complete  list,  as 
your  doctor  or  pharmacist. 

General  Information  about  VYTORIN 

Medicines  are  sometimes  prescribec 
for  conditions  that  are  not  mentionec 
in  patient  information  leaflets.  Do  no 
use  VYTORIN  for  a  condition  for  whicl 
was  not  prescribed.  Do  not  give  VYTOF 
to  other  people,  even  if  they  have  the  sa 
condition  you  have.  It  may  harm  thei 

This  summarizes  the  most  importanl 
information  about  VYTORIN.  If  you 
would  like  more  information,  talk  wil 
your  doctor.  You  can  ask  your  pharmac 
or  doctor  for  information  about  VYTOF 
that  is  written  for  health  professiona 
For  additional  information,  visit  the 
following  web  site:  vytorin.com. 

Inactive  ingredients: 

Butylated  hydroxyanisole  NF,  citric 
acid  monohydrate  USP,  croscarmellc 
sodium  NF,  hydroxypropyl  methyl- 
cellulose  USP,  lactose  monohydrate 
magnesium  stearate  NF,  microcrystall 
cellulose  NF,  and  propyl  gallate  NF. 
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India's  Richest 


Steel  to  petrochemicals:  Lakshmi  Mittal  (left),  Azim  Premji,  and  Anil  and  Mukesh  Ambani. 


A  hot  economy  and  soaring  stock  market  take  the  country's 
wealthiest  to  new  heights— and  make  China's  richest  look  like  paupers  By  Naazneen  Karmali 

MUCH  HAS  BEEN  MADE  OF  THE 
rivalry  between  Asian  super- 
powers China  and  India. 
China's  gross  domestic  prod- 
uct, at  $1.6  trillion,  is  far  larger  than 
India's  $692  billion.  China  leads  by  ten- 
fold in  direct  foreign  investment.  But 
FORBES  found  one  area  where  India  has 
Dragging  rights:  the  net  worths  of  its 
wealthiest  citizens.  India's  ten  richest  indi- 
viduals are  worth  a  collective  $68  billion 
.up  from  $44  billion  last  year),  while  their 
Chinese  counterparts  are  good  for  only 
512  billion.  Credit  India's  stronger  finan- 
ial  institutions,  better  transparency  and 
mphasis  on  entrepreneurship.  The  siz- 
ling  Bombay  Stock  Exchange  index,  up 
9%  in  2005,  is  fueling  many  Indian  for- 
lunes.  So,  too,  is  demand  for  commodi- 
ies  such  as  petrochemicals  and  energy. 
India's  software  and  telecom  titans  also 
;  ontinue  to  do  well.  For  the  complete  list, 
lee  www.forbes.com/india. 


Wch  Rivalry 


lere's  a  comparison  of  the  top  10 
ichest  in  India  and  China— and 
ach  country's  financial  health. 


INDIA1  CHINA2 

10  richest  total  worth 
net  worth  to  make  top  10 
average  age  of  10  richest 


04  GDP  growth 


LAKSHMI  MITTAL 

$20  billion  •  London 
55  •  Married  •  2  children 
Oversees  world's  largest  steel  company, 
$22  billion  (2004  sales)  Mittal  Steel. 
Recently  bought  Ukraine's  largest 
steelmaker  in  a  televised  auction. 

2.  AZIM  PREMJI 

$11  billion  •  Bangalore 
60  •  Married  •  2  children 
Owns  82%  of  New  York-listed  Wipro 
Technologies,  India's  third-largest 
software  exporter. 

MUKESH  AMBANI 

$7  billion  •  Mumbai 

48  •  Married  •  3  children 

Feud  with  brother  Anil  ended  this  June  after 

their  mother  brokered  settlement.  Mukesh 

will  maintain  control  of  $16  billion  (sales) 

petrochemicals  maker  Reliance  Industries. 


stock  market  performance  (ytd) 


per  capita  income 


sed  on  estimates  from  FORBES  ASIA'S  Dec.  26  issue, 
sed  on  estimates  from  FORBES  ASIA'S  Nov.  14  issue. 
trees:  World  Bank;  Bloomberg;  Bombay  Stock 
Mange's  30-stock  Sensitive  Index;  Shanghai  Stock 
hange  Composite  Index;  Euromonitor. 


ANIL  AMBANI 

$5.5  billion  •  Mumbai 
46  •  Married  •  2  children 
After  split  with  brother,  Anil  now  runs  Anil 
Dhirubhai  Ambani  Enterprises,  offshoot  of 
Reliance  empire,  with  interests  in  telecom, 
energy  and  financial  services.  Has  been 
making  high-profile  acquisitions,  mainly  in 
entertainment  and  insurance. 

KUSHAL  PAL  SINGH 

$5  billion  •  Delhi 
74  •  Married  •  3  children 
Joined  father-in-law's  Delhi  Land  &  Finance 
in  1971.  Built  Gurgaon,  his  showpiece  town- 
ship on  the  outskirts  of  Delhi,  by  acquiring 
chunks  of  land  from  farmers.  Today  his 
DLF  Group,  run  by  son  Rajiv,  is  India's 
biggest  real  estate  developer. 


SUNIL  MITTAL 
$4.9  billion  •  Delhi 

48  •  Married  •  3  children 
In  ten  years  built  his  Bharti  Enterprises  into 
India's  largest  mobile  phone  operator,  with 
14  million  customers.  Vodafone  bought  a  10% 
stake  in  Bharti  Tele-Ventures,  his  joint  venture 
with  SingTel,  for  $1.5  billion  in  October.  Now 
partnering  with  AXA  in  a  new  insurance  venture. 

KUMAR  BIRLA 

$4.4  billion  •  Mumbai 
38  •  Married  •  3  children 
Fourth-generation  head  of  $7.6  billion  (sales) 
Aditya  Birla  Group,  a  commodities  powerhouse 
named  after  his  late  father. 

8.  TULSI  TANTI 
$3.7  billion  •  Pune 

47  •  Married  •  2  children 
Faced  with  escalating  power  costs,  this  former 
textile  producer  moved  into  wind  energy  a 
decade  ago,  eventually  building  Asia's  largest 
wind  farm.  In  October  listed  his  Suzlon  Energy, 
in  which  he  and  three  siblings  own  70%. 

'   PALLONJI  MISTRY 

$3.3  billion  •  Mumbai 

76  •  Married  •  4  children 

Secretive  construction  magnate  is  biggest 

shareholder  in  Tata  Sons,  a  holding  company 

that  has  a  big  stake  in  India's  largest  software 

company,  Tata  Consultancy  Services. 

10.  ANURAG  DIKSHIT 

$3.1  billion  •  Gibraltar 
34 

Runs  Internet  casino  company  PartyGaming, 
which  went  public  in  London  in  June.  An 
engineer  by  training,  Dikshit  wrote  the  betting 
software  that  enables  poker  players  around  the 
world  to  play  one  another. 


FORBES"  January  9,  2006  49 


I  Technology 


THE  WEB 


Zazzle  It 

A  booming  Web  startup  taps  consumers'  need 
for  self-expression  and  instant  gratification. 

By  Victoria  Murphy  Barret 


DNE  DAY  YOUR  CHILD  MAY  BE 
famous  enough  to  merit  his  or 
her  own  postage  stamp — but 
why  wait?  A  plucky  Web  site 
will  slap  your  kid's  photo  on  a 
ream  of  new  stamps  and  churn  out  as 
many  (or  as  few)  as  you  like.  Self-expres- 
sion meets  instant  gratification,  thanks  to 
the  frenzied  printers  at  Zazzle. 

On  the  Web  only  two  years,  Zazzle  is  a 
hot  shop  in  Palo  Alto,  Calif,  with  two 
busding  Silicon  Valley  warehouses.  It  has 
mastered  the  use  of  the  Web  to  produce 
rapid-turnaround,  custom  stamps, 
T  shirts,  posters,  cards  and  other  items. 
Sales  are  up  sixfold  since  July,  when  the 
site  began  promoting  itself,  and  Zazzle 
expects  to  turn  a  profit  on  $20  million  in 
revenue  this  year. 

Every  week  at  its  warehouse  in 
Menlo  Park,  Calif,  some  10,000  sheets  of 
stamps,  tens  of  thousands  of  posters  and 
20,000  T  shirts — almost  every  shirt 
unique  and  distinct  from  all  the  oth- 
ers— roll  off  the  presses,  sparkling  with 
freshly  printed  images  of  cute  kids,  Dis- 
ney characters,  landscape  shots  and 
catchy  tag  lines  (sample:  "Not  every- 
thing's flat  in  Lubbock,"  reads  the  chest- 
high  line  on  one). 

"We're  creating  a  whole  new  way  for 
people  to  express  themselves,"  says  Jeff  J. 
Beaver,  26,  who  started  the  firm  in  1999 
with  his  brother,  Bobby,  27,  and  their 


father,  Robert,  59,  who  is  chief  executive. 
"Digital  content  is  exploding  online,  and 
we've  figured  out  how  to  monetize  it," 
says  the  father,  a  veteran  entrepreneur 
who  oversees  the  printing  side  while  his 
sons  work  the  Web  site. 

The  Beavers  started  by  cobbling 
together  a  print  shop  in  a  converted 
garage  in  Palo  Alto.  Their  first  ink  for- 
mula used  a  special  enzyme  to  adhere  ink 
to  cotton.  The  colors  were  brilliant,  even 
after  washings,  until  the  Beavers  tried  a 
new  Tide  detergent.  Images  vanished  after 
just  one  cycle.  With  a  new  formula  in 
hand  they  built  a  software  and  hardware 
combination  that  shoots  ink  directly  onto 
the  fabric  and  then  seals  it  with  400 
degrees  of  heat  at  a  pressure  of  100 
pounds  per  square  inch. 

Zazzle  does  away  with  most  print- 
shop  drawbacks — no  minimum  order 
volumes,  no  "set  up"  fees  to  prepare 
T  shirt  designs;  turnaround  times  are  less 
than  a  day  instead  of  a  week  or  more. 
Users  do  all  the  design  work  and  gladly 
pay  a  premium  for  it.  Zazzle's  gross  mar- 
gins run  70%  on  print  products,  50%  on 
apparel  and  20%  on  stamps.  It  carries  lit- 
tle inventory,  restocking  apparel  and 
paper  multiple  times  a  day. 

"I  fell  in  love  with  the  fact  that  they 
turn  this  stuff  around  so  quickly  and  that 
the  returns  are  nonexistent,"  says  John 
Doerr  of  Kleiner  Perkins  Caufield  & 


The  Beaves:  Bobby,  Robert  and  Jeff  Beav 

Byers;  it  and  investor  Ram  Shriram  ha 
agreed  to  pump  $16  million  into  Zazz. 
"The  Web  is  getting  ever  more  persons 
ized  and  fragmented,  and  Zazzle  tak 
advantage  of  this,"  Doerr  says. 

Disney  initially  licensed  1,000  of : 
most  popular  images,  Mickey  Mou 
among  them,  but  Zazzle  soon  request* 
all  4,000.  Each  has  sold  at  least  on* 
since  going  online  in  early  2004.  "It 
amazing,"  says  Disney  Shopping's  he; 
of  development,  Patrick  Haley, 
retailer  wouldn't  pick  up  a  thousar 
Dopey  shirts"  because  a  lone  dwa 
wouldn't  stir  enough  demand,  but  Zai 
zle  handles  it  simply.  "That  mark 
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didn't  exist  for  us  before,"  he  says. 

Customers  can  tinker  with  their  cre- 
ations over  the  Web  as  quickly  and  easily 
lis  they  would  on  desktop  software 
>ecause  Zazzle  uses  the  Web  software  tool 
at  known  as  Ajax.  Ajax  (geek  shorthand 
ibr  asynchronous  JavaScript  and  XML, 
vhich  itself  is  short  for  extensible  markup 
anguage)  preloads  Web  content  so  users 
an  change  text,  crop  and  move  pictures 
nd  add  multicolored  borders  without 
vaiting  for  a  page  reload. 

Zazzle  rejects  5%  of  orders,  and  a 
taff  of  reviewers  scrutinize  content 
or  copyright  and  publicity  rights 
afringement.  Custom  stamps  have  a 


dozen  restrictions  barring 
celebrity  headshots,  ads  or 
political  statements.  One 
eagle-eye  nixed  a  doctored 
image  superimposing,  on  a  photo  of  an 
unknown  woman's  shapely  body,  the 
head  of  an  old  girlfriend  of  rocker  Eddie 
Van  Halen. 

One  sizable  obstacle  for  Zazzle  is 
archrival  CafePress,  which  claims  to  be 
years  ahead  in  efficiency.  When  Zazzle 
splashed  its  home  page  with  the  slogan 
"The  Largest  Online  Market  for  Cus- 
tomized Products,"  CafePress  sent  a 
cease  and  desist  letter.  Zazzle  removed 
the  claim.  F 
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Digital  Tools 


Radio  Goes  HD 


NOW  THAT  BOB  DYLAN  AND  HOWARD  STERN  ARE 
battling  it  out  for  airwave  supremacy,  it's  worth  noting 
that  digital  radio  doesn't  just  come  from  satellites. 
Since  the  debut  of  HD  Radio  in  2003, 600  local  stations 
have  added  better-sounding  digital  versions  of  their 
analog  broadcasts — and  channels  you  can't  get  at  all  except  with 
special  receivers  that  began  arriving  in  2004.  How  digital  is  your 
hometown?  You  can  find  out  at  Ibiquity  Digital's  hdradio.com. 

Except  for  the  cost  of  the  receiver,  HD  Radio  is  as  free  as  ana- 
log, meaning  no  subscription  fees  and  no  more  ads  than  you're 
already  used  to.  Local  broadcasters  can  deliver  up  to  three  pro- 


Stephen  Manes 


Tabletop  digital :  Boston  Acoustics'  Rccepter  Radio  HD 


gram  feeds  that,  depending  on  how  they  divvy  up  the  band- 
width, can  sound  like  decent  MP3s  or  pretty  good  phone  calls. 
The  first  channel  usually  duplicates  the  conventional  analog 
station.  Others,  when  they  exist,  differ  wildly. 

In  Seattle,  where  I  test  this  stuff,  public  radio  station  KUOW's 
second  digital  channel  (also  available  on  the  Web)  shifts  some  of 
its  regular  programming  to  different  hours  and  adds  extra 
shows.  A  third  channel  delivers  the  BBC  World  Service,  heavily 
compressed  to  conserve  bandwidth,  but  listenable. 

On  the  commercial  side  of  the  dial,  two  Seattle  FM  stations 
use  secondary  HD  channels  to  simulcast  sister  AM  talk  stations — 
with  wildly  better  audio.  A  third  station's  main 
HD  channel  puts  country  song  rides  and  artists  rOlDCS 


on  the  radio's  screen  and  displays  weather  forecasts  during  ads; 
the  secondary  channel  offers  commercial- free  "classic  country." 
And  when  I  tuned  to  the  secondary  channel  of  an  in-your-face 
rap  station  during  the  holidays,  1  stumbled  upon  a  surprisingly 
low-key  commercial-free  mix  of  hip  Christmas  music. 

You  can  often  hear  digital's  advantages  the  moment  you 
tune  in.  To  avoid  delay  while  the  bits  arrive,  the  radio  goes  ana- 
log first,  then  switches  to  digital  several  seconds  later.  Stations 
that  verge  on  the  unlistenable  suddenly  lose  their  pops  and 
clicks;  better  stations  whose  fuzz  and  hiss  you  take  for  granted 
lose  the  chaff  and  gain  more  openness,  as  well  as  greater  range 
between  loud  and  soft  tones. 

I  learned  all  this  from  the  first  table  model  on  the  market. 
Boston  Acoustics'  Recepter  Radio  HD  is  the  fanciest  stereo 
clock  radio  I've  seen — and  at  $500  (more  than  three  times  a.<- 
much  as  its  analog  mono  AM/FM  sibling),  the  priciest.  It  gets 
standard  analog  stations  along  with  HD  ones,  and  it  sounds 
pretty  good  once  you  cut  the  overemphasized  bass.  One  jack 
on  the  back  lets  you  plug  in  an  external  source  like  an  iPod: 
another  accepts  headphones.  Both  jacks  would  be  handier  or 
the  front.  One  HD  oddity  is  that  the  signal  may  be  delayec 
slightly  compared  with  the  analog  simulcast — producing  ar 
annoying  echo  if  you  have  a  traditional  radio  tuned  to  the 
same  station  in  a  nearby  room. 

The  arrival  of  HD-capable  radios  was  slowed  b) 
several  issues  that  are  now  mosdy  resolved — though 
the  FCC  still  does  not  allow  AM  stations  to  broadcas 
HD  signals  after  dark.  Several  car  tuners  and 
Yamaha  component  receiver  are  now  available,  and ; 
new  company  called  Radiosophy  will  introduce  '< 
$270  table  model  soon.  More  and  cheaper  option: 
are  expected  to  be  available  for  Christmas  2006 
which  may  be  why  hdradio.com  currentiy  offers  ; 
$20  rebate  and  a  trade-in  promotion.  But  be  careful 
Some  receivers  still  on  the  market  can't  handh 
secondary  stations,  so  stay  away  from  anything  that', 
not  "multicast-capable." 

The  HD  Digital  Radio  Alliance,  a  consortium  o 
eight  major  radio  chains,  has  pledged  $200  millioi 
worth  of  airtime  to  promote  HD.  The  number  o 
stations  that  carry  HD  is  expected  to  double  by  thi 
end  of  2006.  The  Alliance  aims  to  encouragi 
secondary  channels  offering  diverse  formats  that  will  be  com 
mercial-free — at  least  for  a  while. 

Although  HD  Radio  is  FCC-approved,  it's  not  FCC-mandatec 
like  HDTV,  meaning  there  are  no  current  plans  to  have  analo; 
stations  disappear  or  insist  that  every  new  radio  be  HD-compat 
ible.  But  proponents  point  to  the  possibility  of  stock  tickers,  all 
traffic  subchannels  and  the  return  of  interesting  music  to  great!- 
improved  AM  and  gready  expanded  FM  bands. 

How  will  all  this  fare  against  competition  from  podcasting 
Web  and  satellite  radio  and  even  music  over  cell  phones?  / 
channel  with  that  information  is  not  yet  available. 

Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo,  which 
appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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SPECIAL  ADVERTISING  SECTION 


SHOULD  MEN  (OR  THEIR  PARTNERS)  WORRY  ABOUT  IT? 

Men,  do  you  get  up  frequently  at  night  to  go  to  the  bathroom?  Do  y 
often  have  a  sudden  urge  to  go?  Do  you  hesitate  or  strain  when  goin 
If  so,  you  might  be  suffering  from  a  medical  condition  known  as  BP 
and  you're  not  alone.  In  fact,  19  million  men  in  the  U.S.  have  ma 
urinary  symptoms  associated  with  BPH.  Fourteen  million  of  these  me 
have  never  been  diagnosed.1  This  is  because  many  men  consid 
BPH  symptoms  to  be  a  normal  part  of  aging23  and  suffer  in  silenci 
As  a  result,  they  seldom  discuss  them  with  their  physicians.2 


If  benign  prostatic  hyperplasia  (BPH) 
isn't  on  your  radar  screen,  then  perhaps 
it  should  be.  Why?  Because  more  than 
9  million  men  between  the  ages  of  40 
and  59  experience  at  least  one  symptom 
associated  with  BPH'  —  as  do  a  majority 
of  men  over  60.'  According  to  the 
American  Urological  Association  (AUA), 
up  to  80%  of  men  age  80  and  older  suf- 
fer from  BPH.6  An  article  in  the  Journal  of 
Urology,  the  official  journal  of  the  AUA, 
has  identified  it  as  one  of  the  most  com- 
mon health  problems  in  older  men.'*  If 
you're  one  of  the  millions  of  men  both- 
ered by  symptoms  of  BPH,  you  should 
talk  to  your  doctor  to  determine  if  they 
are  due  to  BPH  and  not  a  more  serious 
condition  like  prostate  cancer. 

The  prostate  is  a  small  gland  that's 
about  the  size  of  a  walnut.  Located  below 
the  bladder,  it  wraps  around  the  urethra 
(the  canal  through  which  urine  passes  out 
of  the  body).  As  part  of  the  male  repro- 
ductive system,  the  main  function  of  the 
prostate  is  to  produce  fluid  for  semen. 

Benign  prostatic  hyperplasia  is  com- 
monly referred  to  as  an  enlarged  prostate. 
Benign  means  noncancerous,  and  hyper- 


plasia means  excessive  growth  of  tissue. 
BPH  is  the  result  of  small,  noncancerous 
growths  inside  the  prostate.  What 
causes  this  condition  remains  unknown. 
However,  studies  suggest  that  as  men 
age,  the  prostate  naturally  enlarges.  In 
fact,  the  prostate  that  starts  out  the  size 
of  a  walnut  may  grow  to  the  size  of  an 
apricot  when  a  man  is  40,  and  be  as  big 
as  a  lemon  when  he  is  60. 7  As  the 
prostate  grows,  it  presses  against  the 
bladder  and  squeezes  the  urethra,  affect- 
ing bladder  control  and  causing  urinary 
difficulties.  If  the  condition  is  left  untreat- 
ed, a  host  of  serious  problems  could 
emerge  over  time,  ranging  from  urine 
retention  and  incontinence  to  bladder  and 
kidney  damage.8 

What  are  the  risk  factors  for  getting 
BPH?  According  to  the  National  Kidney 
and  Urologic  Diseases  Information 
Clearinghouse  (NKUDIC),8  it  remains 
unclear  whether  certain  groups  face 
a  greater  risk  than  others.  Research 
suggests  that  heredity,  marital  status 
and  nationality  can  come  into  play.'1 
Nonetheless,  these  findings  are  still 
inconclusive.  What  is  known  is  that  the 


primary  risk  factor  is  aging.  The  gc 
news  is  that  the  condition  is  treatc 
and  does  not  lead  to  cancer. 

Symptoms:  What  to  Watch  P 

Studies  show  that  outward  signs 
BPH  vary  from  individual  to  individ 
While  some  men  with  enlar? 
prostates  are  symptom-free,  others 
experience  a  variety  of  effects,  rang 
from  mild  discomfort  to  acute  distre 
According  to  the  AUA,  about  30% 
men  will  be  aggravated  by  their  syr 
toms  at  some  point,  or  will  develop  ot 
related  problems  requiring  treatment. 

The  AUA  identifies  some  comrr 
symptoms  of  BPH: 
•"A  need  to  urinate  as  often  as  ever^ 

two  hours  (especially  at  night) 

•  A  weak  or  interrupted  urinary  strea 

•  A  sensation  that  you  cannot  empty 
your  bladder  completely 

•  A  delay  or  hesitation  when  you  sta 
to  urinate 

•  A  feeling  that  you  must  urinate  riglt 
away 

In  extreme  cases,  a  man  may 
unable  to  urinate  at  all.  This  conditil 
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lich  is  called  acute  urinary  retention, 
luires  immediate  medical  attention.5 
3ecause  of  the  nature  of  these  symp- 
ns,  many  men  and  their  partners  are 
an  reluctant  to  discuss  them  with 
iir  doctors.  But  if  you're  in  the  age 
iup  most  affected  by  BPH,  you  should 
isider  a  more  proactive  approach, 
/erely  bothersome  nocturia  (frequent 
j  excessive  nighttime  urination), 
juria  (painful  or  difficult  urination), 
/time  repeat  urination,  wetting 
thes  and  urgency  are  frequently  the 
tors  that  ultimately  drive  men  to  con- 
t  a  physician.9 

5artners  suffer  as  well  from  the  condi- 
1.  In  one  study,  partners  complained 
ist  commonly  about  disturbed  sleep 
%),  psychological  burden  (66%),  inad- 
jate  sex  life  (48%),  fear  of  prostate 
icer  (62%)  and  fear  of  surgery  (82%).9 
ler  complaints  include  a  limited  social 
and  difficulty  performing  tasks  outside 
home.  Even  something  as  basic  as  a 
g  car  drive,  or  sitting  through  a  movie, 
become  an  unpleasant  experience  for 
h  the  BPH  sufferer  —  and  his  partner. 
:  you're  a  concerned  partner  and  your 
te  is  reluctant  to  discuss  his  symp- 
Is,  you  may  want  to  be  on  the  look- 
for  behavioral  changes  that  could 
lal  the  start  of  prostate  problems. 
|>se  behaviors  could  run  the  gamut 
in  frequent  or  longer  stays  in  the 
jiroom  to  avoiding  social  activities. 
:e  BPH  symptoms  often  are  a 
jirce  of  embarrassment,  your  partner 
ht  be  reluctant  to  visit  a  doctor.  If 
's  the  case,  remind  him  of  the  AUA's 
)mmendation:  All  men  over  the  age 
0  should  have  yearly  rectal  examina- 
s  for  prostate  disease  as  part  of 
r  physical  checkups.'0  Screening 
jld  occur  earlier,  at  age  40,  in  those 
>  are  at  a  higher  risk  of  prostate  can- 
such  as  African-American  men  or 
.e  with  a  family  history  of  prostate 
:er.  You  should  also  point  out  that  if 
'problems  are  BPH-related,  signifi- 
!  relief  is  possible, 
j  useful  screening  tool  in  assessing 
(severity  of  symptoms  is  the  AUA 
|Ptom  Score  Index,  which  includes  a 
ss  of  seven  questions  targeting  the 
jency  of  the  urinary  symptoms  plus 
jiestion  relating  to  the  bothersome- 
;  of  these  symptoms.  Using  the 
.■nt's  responses,  a  doctor  can  more 
ctively  determine  the  severity  of 


BPH,  and  measure  changes  in  it  over 
time.  The  higher  the  score  —  the  total 
can  range  from  0  to  35  —  the  more 
severe  the  symptoms.  The  score  helps  to 
determine  if  treatment  is  needed,  and  if 
so,  what  kind. 

Diagnosis  and  Treatment 

Because  other  diseases  cen  cause  out- 
ward signs  similar  to  those  of  BPH,  the 
Symptom  Index  cannot  be  used  for  diag- 
nosis. Instead,  a  detailed  medical  history, 
a  physical  examination  and  a  variety  of 
laboratory  tests  are  needed  to  diagnose 
the  disease."  In  addition  to  a  digital  rectal 
exam  (DRE),  the  doctor  may  perform  a 
urinalysis  to  check  for  infection  or  bleed- 
ing and  a  blood  test  to  measure  kidney 
function.  Some  physicians  might  also 
order  a  prostate  specific  antigen  (PSA) 
blood  test,  which  detects  the  occurrence 
of  a  protein  produced  by  the  cells  of  the 
prostate  gland.  While  the  PSA  test  is  gen- 
erally used  as  a  screening  tool  for 
prostate  cancer,  conditions  like  BPH  can 
elevate  PSA  levels.  Additional  tests  could 
include  X-rays,  an  ultrasound,  a  urine  flow 
study  or  a  cystoscopy.'2 

Men  today  have  a  variety  3f  options  in 
seeking  treatment  for  the  symptoms  of 
BPH.  They  range  from  "watchful  waiting" 
and  medication  to  minimally  invasive 
treatments  and  surgery.  Technological 
advancements  continue  to  increase  the 
range  of  therapies.  In  addition,  natural 
alternatives  (phytotherapeutics),  like  saw 
palmetto,  are  also  an  option,  although 
they  are  not  approved  by  the  FDA  for  the 
treatment  of  BPH.  The  treatments  briefly 
described  here  are  those  most  common- 
ly prescribed. 

Watchful  Waiting 

For  the  majority  of  men  who  perceive 
their  BPH  symptoms  to  be  mild,  physi- 
cians often  advise  watchful  waiting 
as  the  initial  course  of  treatment. 
Essentially,  watchful  waiting  is  a  form  of 
non-treatment  that  entails  an  exam  every 
six  or  twelve  months  to  spot  early  prob- 
lems. According  to  the  Clinical  Practice 
Guidelines  of  the  U.S.  Public  Health 
Service,  watchful  waiting  is  considered 
an  appropriate  strategy  for  the  majority 
of  BPH  patients,'3  but  it  is  not  always 
enough.  If  the  condition  progresses  or 
threatens  the  patient's  health  or  well- 
being,  medication  or  surgery  is  then 
required. 


Medication 

Drug  treatment  of  BPH  centers  around 
two  different  types  of  drugs  that  reduce 
male  urinary  symptoms  due  to  BPH  and 
the  risk  of  BPH-related  surgery.  The  first 
group  is  called  alpha-blockers,  which  are 
used  to  treat  the  signs  and  symptoms  of 
BPH.  The  alpha-blockers  relax  the  mus- 
cular portion  of  the  prostate  and  bladder 
neck,  which  allows  urine  to  flow  more 
freely,  thereby  improving  BPH  symp- 
toms. Alpha-blockers  include  tamsulosin, 
doxazosin,  terazosin  and  alfuzosin,  and 
are  the  most  common  drugs  used  to 
treat  BPH.  Some  of  these  drugs  may 
improve  BPH  symptoms  in  as  early  as 
one  week. 

The  other  group  of  drugs,  called 
5-alpha-reductase  inhibitors,  including 
dutasteride  and  finasteride,  block  cer- 
tain hormones  that  have  been  shown  to 
be  responsible  for  prostate  growth; 
therefore,  they  may  shrink  the  enlarged 
prostate.  These  drugs  can  take  up  to 
six  months  or  more  to  improve  BPH 
symptoms.7 

Other  Treatments  and  Surgery 

Minimally  invasive  treatments  are  per- 
formed as  outpatient  procedures.  These 
include,  but  are  not  limited  to,  trans- 
urethral microwave  heat  treatment 
(TUMT),  which  uses  microwaves  to 
destroy  excess  prostate  tissue,  and 
transurethral  needle  ablation  (TUNA), 
which  uses  electrical  energy  converted 
to  heat. 

Surgery  usually  is  recommended 
when  all  other  medical  therapies  have 
failed  or  if  serious  problems  occur,  such 
as  urethral  bleeding,  frequent  urinary 
tract  infections,  kidney  damage  or  stones 
in  the  bladder. 

Historically,  the  most  common  BPH- 
related  surgery  has  been  the  trans- 
urethral resection  of  the  prostate 
(TURP).  This  procedure,  which  removes 
the  inner  portion  of  the  prostate,  does 
not  require  an  external  incision.  The  sur- 
geon reaches  the  prostate  by  inserting  a 
scope  through  the  urethra.  Other  surgi- 
cal procedures  include  prostatectomy,  in 
which  the  prostate  is  removed,  and  laser 
surgeries." 

What  Should  I  Ask  My  Doctor? 

Arriving  at  the  correct  diagnosis  and 
assessing  the  best  treatment  for  your 
symptoms  will  require  an  open  and 
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frank  discussion  with  your  doctor.  Be 
prepared  to  clearly  describe  your  symp- 
toms —  even  if  slightly  embarrassing. 
Once  a  diagnosis  of  BPH  is  confirmed 
and  treatment  recommended,  you'll 
want  to  know  about  your  treatment 
options.  Be  prepared  to  ask  the  follow- 
ing questions: 

•  Are  my  symptoms  due  to  BPH? 

•  How  will  the  treatment  improve  my 
condition? 

•  How  quickly  will  I  get  results? 

•  Is  this  the  only  treatment  available  for 
my  symptoms? 

•  What  are  the  benefits  and  risks? 

•  How  will  urination  and  sexual  func- 
tioning be  affected? 

•  If  side  effects  exist,  are  they  perma- 
nent or  temporary? 

•  How  long  will  the  treatment  work? 

•  If  it  stops  working,  what's  the  next 
step? 

Ultimately,  the  last  question  is  yours 
to  answer:  Based  on  its  benefits  and 
risks,  which  treatment  is  best  for  me? 

Although  BPH  may  be  inevitable  for 
many  men,  it  certainly  doesn't  have  to 
define  their  future.  Today,  most  cases 
can  be  treated  and  managed  success- 
fully. One  of  the  keys  to  effective  treat- 
ment is  the  ability  to  access  information 
about  the  condition's  causes  and  conse- 
quences. The  following  is  a  list  of  online 
resources  to  help  you  expand  your 
knowledge  about  this  increasingly 
prevalent  disease.  *W 


For  more  information  on  FLOMAX: 

www.Flomax-BPH.com 

For  more  information  on  BPH:- 
American  Academy  of  Family  Physicians 

familydoctor.org 

American  Prostate  Society 

www.ameripros.org 

American  Urological  Association 

www.auanet.org  and 
www.urologyhealth.org 

Brady  Urological  Institute  of 
Johns  Hopkins  Hospital 

urology.jhu.edu 

Department  of  Defense  Center  for 
Prostate  Disease  Research 

www.cpdr.org 


Men's  Health  Network 

www.menshealthnetwork.org 

National  Institute  on  Aging 

www.nia.nih.gov 

National  Kidney  and  Urologic  Dise<  s 
Information  Clearinghouse  (NKUDI 

kidney.niddk.nih.gov 

National  Library  of  Medicine/Natio  I 
Institutes  of  Health 

www.medlineplus.gov 

U.S.  National  Institutes  of  Health 

clinicaltrials.gov 

WebMD 

www.webmd.com 


About  Flomax® 
(tamsulosin  HCI) 

FLOMAX  is  the  first  and  only  alpha- 
blocker  specifically  developed  to  treat 
the  signs  and  symptoms  of  BPH.14'5 
FLOMAX  is  the  most  commonly  pre- 
scribed branded  alpha-blocker  and  may 
help  treat  the  signs  and  symptoms  of 
BPH  in  just  one  week. 

Common  side  effects  of  FLOMAX 
are  runny  nose,  dizziness  and  decrease 
in  semen.  A  sudden  decrease  in  blood 
pressure  may  occur  upon  standing, 
rarely  resulting  in  fainting.  So  when 
starting  FLOMAX,  avoid  situations 
where  injury  could  result. 

For  more  information  about 
FLOMAX,  please  see  the  Brief 
Summary  at  the  end  of  this  special  sec- 
tion. For  full  Prescribing  Information, 
please  visit  www.Flomax-BPH.com. 
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Could  your  frequent  urination  be  caused  by  BPH? 

Answer  these  simple  questions  and  share  them  with  your  doctor. 


merican  Urological  Association  BPH  Symptom 

Score  Index  Questionnaire 

INCOMPLETE  EMPTYING 

er  the  last  month,  how  often  have  you  had  a  sensation  of  not 
ptying  your  bladder  completely  after  you  finished  urinating? 

Not 
atoll 

0 

Less  than 
1  time  in  5 

1 

Less  than 
holf  the  time 

2 

About  half 
the  time 

3 

Mote  ihan 
half  the  time 

4 

Almost 
oiways 

5 

FREQUENCY 

ring  the  last  month,  how  often  have  you  had  to  urinate  again 
s  than  two  hours  after  you  finished  urinating? 

Not 
at  all 

0 

Less  than 
1  time  in  5 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
half  the  time 

4 

Almost 
always 

5 

INTERMITTENCY 

ring  the  last  month,  how  often  have  you  stopped  and  started 
□in  several  times  when  you  urinated? 

Not 
atoll 

0 

Less  than 
1  time  in  5 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
half  the  lime 

4 

Almost 
oiways 

5 

URGENCY 

ring  the  last  month,  how  often  have  you  found  it  difficult 
postpone  urination? 

Not 
at  all 

0 

Less  than 
1  time  in  5 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
holf  the  time 

4 

Almost 
always 

5 

WEAK  STREAM 

ring  the  last  month,  how  often  have  you  had  a  weak 
lary  stream? 

Not 
at  all 

0 

Less  than 
1  time  in  S 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
half  the  time 

4 

Almost 
always 

5 

STRAINING 

ing  the  last  month,  how  often  have  you  had  to  push 
train  to  begin  urination? 

Not 
at  all 

0 

Less  than 
1  time  in  5 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
half  the  time 

4 

Almost 
always 

5 

NOCTURIA 

ing  the  last  month,  how  many  times  did  you  most 
)  tally  get  up  to  urinate  from  the  time  you  went  to 
i  at  night  until  the  time  you  got  up  in  the  morning? 

Not 
at  all 

0 

Less  than 
1  time  in  5 

1 

Less  than 
half  the  time 

2 

About  half 
the  time 

3 

More  than 
half  the  time 

4 

Almost 
always 

5 

w  add  up  your  Symptom  Score  (1-7  Mild,  8-19  Moderate,  20-35  Severe): 


me  and  date: 


tlALITY  OF  LIFE 

lu  were  to  spend  the  rest  of  your  life  with 
I  urinary  condition  just  the  way  it  is  now, 
i  would  you  feel  about  that? 


Pleased 
1 


Mostly 
satisfied 


Mixed 

3 


Mostly 
disappointed 


Unhappy 

5 


Terrible 

6 


lr  M.  J.,  Fowler,  F.J.  Jr.,  O'Leary,  M.  P.,  Bruskewitz,  R.  C,  Holtgrewe,  H.  L,  Mebust,  W.  K.,  et.  al.  The  American  Urological  Association  symptom  index  for  benign  prostatic 
rplasia.  The  Measurement  Committee  of  the  American  Urological  Association.  J  Urol,  1 48: 1 549,  1 992a. 

i  e  see  Brief  Summary  of  Prescribing  Information  on  following  page. 

(  ed  by:  Licensed  from  and  Manufactured  by: 

I  ger  Ingelheim  Pharmaceuticals.  Inc         Astellas  Pharma  Inc 
|  Uld,  CT  06877  USA  Tokyo  103-8411 .  Japan 


'  ,  Boehringer 
I  Ingelheim 


"^astellas 


FLOMAX 

TAMSULOSIN  HCi 


it  CAPSULES  0.4  Via 


'2005,  Boehraiger  Ingelheim  Photmoceuticnk,  Int  All  tights  reserved 


Printed  in  U  S  A 


(08/05) 


FI-9649H 


FLOMAX 

TAMSULOSIN  HCI 


TABLE  I.  TREATMENT  EMERGENT1  ADVERSE  EVENTS  OCCURRING  IN  22%  OF  FLOMAX  CAPSULES  OR 
PLACEBO  PATIENTS  IN  TWO  U.S.  SHORT-TERM  PLACEBO-CONTROLLED  CLINICAL  STUDIES 


CAPSULES  0.4  MG 


BRIEF  SUMMARY  OF  PRESCRIBING  INFORMATION 


INDICATIONS  AND  USAGE 

FLOMAX*  (lamsulosin  HCI)  capsules  ate  indicated  for  the  treatment  ol  the  signs  and  symptoms  ol  benign  prostatic 

hyperplasia  (BPH).  FLOMAX  capsules  are  not  indicated  tor  the  treatment  ol  hypertension. 

CONTRAINDICATIONS 

FLOMAX  capsules  are  contraindlcated  in  patients  known  to  be  hypersensitive  to  tamsulosin  HCI  or  any  component  ol 

FLOMAX  capsules 

WARNINGS 

The  signs  and  symptoms  ol  orthostasis  (postural  hypotension,  dizziness  and  vertigo)  were  detected  more  Irequently  in 
FLOMAX  (tamsulosin  HCI)  capsule  treated  patients  than  in  placebo  recipients.  As  with  other  alpha-adrenergic  blocking  agents 
there  is  a  potential  risk  ol  syncope  (see  ADVERSE  REACTIONS) 

Patients  beginning  treatment  with  FLOMAX  capsules  should  be  cautioned  to  avoid  situations  where  injury  could  result  should 
syncope  occur. 

Rarely  (probably  less  than  one  in  titty  thousand  patients),  tamsulosin,  like  other  alpha  j  antagonists,  has  been  associated  with  pri- 
apism (persistent  painful  penile  erection  unrelated  to  sexual  activity).  Because  this  condition  can  lead  to  permanent  impotence  it 
not  properly  treated,  patients  must  be  advised  about  the  seriousness  ot  the  condition  (see  PRECAUTIONS  Information  lor  Patents  | 

PRECAUTIONS 
General 

1.  Carcinoma  ol  the  prostate:  Carcinoma  of  the  prostate  and  BPH  cause  many  of  the  same  symptoms.  These  two  diseases  fre- 
quently co-exist.  Patients  should  be  evaluated  prior  to  the  start  of  FLOMAX  (tamsulosin  HCI)  capsules  therapy  to  rule  out  the 
presence  ol  carcinoma  of  the  prostate. 

2.  Drug-Drug  Interactions:  The  pharmacokinetic  and  pharmacodynamic  interactions  between  FLOMAX  capsules  and  other 
alpha-adrenergic  blocking  agents  have  not  been  determined.  However,  interactions  may  be  expected  and  FLOMAX  capsules 
should  NOT  be  used  in  combination  with  other  alpha-adrenergic  blocking  agents. 

The  pharmacokinetic  interaction  between  cimetidine  and  FLOMAX  capsules  was  investigated.  The  results  indicate  significant 
changes  in  tamsulosin  HCI  clearance  (26%  decrease)  and  AUC  (44%  increase)  Therefore,  FLOMAX  capsules  should  be  used 
with  caution  in  combination  with  cimetidine,  particularly  at  doses  higher  than  0  4  mg 

Results  from  limited  in  vitro  and  in  mo  drug-drug  interaction  studies  between  tamsulosin  HCI  and  warfarin  are  inconclusive. 
Therefore,  caution  should  be  exercised  with  concomitant  administration  of  warfarin  and  FLOMAX  capsules. 
Information  tor  Patients 

Patients  should  be  told  about  the  possible  occurrence  of  symptoms  related  to  postural  hypotension  such  as  dizziness  when 
taking  FLOMAX  capsules,  and  they  should  be  cautioned  about  driving,  operating  machinery  or  performing  hazardous  tasks. 
Patients  should  be  advised  not  to  crush,  chew  or  open  the  FLOMAX  capsules. 

Patients  should  be  advised  about  the  possibility  ot  priapism  as  a  result  of  treatment  with  FLOMAX  capsules  and  other  similar 
medications  Patients  should  be  informed  that  this  reaction  is  extremely  rare,  but  if  not  brought  to  immediate  medical  atten- 
tion, can  lead  to  permanent  erectile  dysfunction  (impotence). 
Laboratory  Tests 

No  laboratory  test  interactions  with  FLOMAX  capsules  are  known.  Treatment  with  FLOMAX  capsules  tor  up  to  12  months  had 

no  significant  effect  on  prostate-specific  antigen  (PSA) 

Pregnancy 

Teratogenic  Effects.  Pregnancy  Category  B  Administration  ot  tamsulosin  HCI  to  pregnant  female  rats  at  dose  levels  up  to  300 
mg/kg/day  (approximately  50  times  the  human  therapeutic  AUC  exposure)  revealed  no  evidence  ot  harm  to  the  fetus. 
Administration  of  tamsulosin  HCI  to  pregnant  rabbits  at  dose  levels  up  to  50  mg/kg/day  produced  no  evidence  ot  fetal  harm. 
FLOMAX  capsules  are  not  indicated  lor  use  in  women. 
Nursing  Mothers 

FLOMAX  capsules  are  not  indicated  for  use  in  women. 
Pediatric  Use 

FLOMAX  capsules  are  not  indicated  lor  use  in  pediatric  populations. 
Carcinogenesis,  Mutagenesis,  and  Impairment  of  Fertility 

Rats  administered  doses  up  to  43  mg/kg/day  in  males  and  52  mg/kg/day  in  females  had  no  increases  in  tumor  incidence  with 
the  exception  of  a  modest  increase  in  the  frequency  of  mammary  gland  fibroadenomas  in  female  rats  receiving  doses  25.4 
mg/kg  (P<  0.015).  The  highest  doses  of  tamsulosin  HCI  evaluated  in  the  rat  carcinogenicity  study  produced  systemic  expo- 
sures (AUC)  in  rats  3  times  the  exposures  in  men  receiving  the  maximum  therapeutic  dose  of  0  8  mg/day. 
Mice  were  administered  doses  up  to  127  mg/kg/day  In  males  and  158  mg/kg/day  in  females.  There  were  no  significant  tumor 
findings  in  male  mice.  Female  mice  treated  for  2  years  with  the  two  highest  doses  of  45  and  158  mg/kg/day  had  statistically 
significant  increases  in  the  incidence  ol  mammary  gland  fibroadenomas  (PcO  0001)  and  adenocarcinomas  (P<0.0075).  The 
highest  dose  levels  ol  tamsulosin  HCI  evaluated  in  the  mice  carcinogenicity  study  produced  systemic  exposures  (AUC)  in  mice 
8  times  the  exposures  in  men  receiving  the  maximum  therapeutic  dose  of  0.8  mg/day. 

The  increased  incidences  of  mammary  gland  neoplasms  in  female  rats  and  mice  were  considered  secondary  to  tamsulosin 
HCI-induced  hyperprolactinemia.  It  is  not  known  if  FLOMAX  capsules  elevate  prolactin  in  humans.  The  relevance  for  human 
risk  of  the  findings  ot  prolactin-mediated  endocrine  tumors  in  rodents  is  not  known. 

Tamsulosin  HCI  produced  no  evidence  of  mutagenic  potential  in  vitro  in  the  Ames  reverse  mutation  test,  mouse  lymphoma  thymi- 
dine kinase  assay,  unscheduled  DNA  repair  synthesis  assay,  and  chromosomal  aberration  assays  in  Chinese  hamster  ovary  cells 
or  human  lymphocytes.  There  were  no  mutagenic  effects  in  the  in  vivo  sister  chromatid  exchange  and  mouse  micronucleus  assay. 
Studies  in  rats  revealed  significantly  reduced  fertility  in  males  dosed  with  single  or  multiple  daily  doses  ot  300  mg/kg/day  of  tamsulosin 
HCI  (AUC  exposure  In  rats  about  50  times  Ihe  human  exposure  with  the  maximum  therapeutic  dose)  The  mechanism  of  decreased 
fertility  in  male  rats  is  considered  to  be  an  effect  of  the  compound  on  the  vaginal  plug  formation  possibly  due  to  changes  of  semen 
content  or  impairment  of  ejaculation.  The  effects  on  fertility  were  reversible  showing  improvement  by  3  days  after  a  single  dose  and 
4  weeks  after  multiple  dosing  Effects  on  fertility  in  males  were  completely  reversed  within  nine  weeks  ot  discontinuation  of  multiple 
dosing  Multiple  doses  of  10  and  100  mg/kg/day  tamsulosin  HCI  (1/5  and  16  times  the  anticipated  human  AUC  exposure)  did  not  sig- 
nificantly alter  fertility  in  male  rats  Effects  ot  tamsulosin  HCI  on  sperm  counts  or  sperm  function  have  not  been  evaluated. 
Studies  in  females  rats  revealed  significant  reductions  in  fertility  after  single  or  multiple  dosing  with  300  mg/kg/day  of  the  R- 
isomer  or  racemic  mixture  ot  tamsulosin  HCI.  respectively.  In  female  rats,  the  reductions  in  fertility  after  single  doses  were 
considereo  to  be  associated  with  impairments  in  fertilization.  Multiple  dosing  with  10  or  100  mg/kg/day  of  the  racemic  mix- 
ture did  not  significantly  alter  fertility  in  female  rats. 
ADVERSE  REACTIONS 

The  incidence  ot  treatment-emergent  adverse  events  has  been  ascertained  from  six  short-term  U.S.  and  European  placebo-con- 
trolled clinical  tnals  in  which  daily  doses  of  0.1  to  0.8  mg  FLOMAX  (tamsulosin  HCI)  capsules  were  used.  These  studies  evalu- 
ated safety  in  1783  patients  treated  with  FLOMAX  capsules  and  798  patents  administered  placebo.  Table  1  summarizes  the  treat- 
ment-emergent adverse  events  that  occurred  in  >2%  of  patients  receiving  either  FLOMAX  capsules  0.4  mg,  or  0  8  mg  and  at  an 
incidence  numerically  higher  than  that  in  tne  placebo  group  during  two  13-week  U.S.  tnals  (US92-03A  and  US93-01)  conducted 
in  1487  men. 

Reterence:  1.  IMS  Health,  National  Disease  and  Therapeutic  Index  (NDTI)  and  National  Prescription  Audit  (NPAI.  2001-2003. 
using  customized  BPH  diagnosis  and  factored  prescriptions. 


BODY  SYSTEM/ 
ADVERSE  EVENT 

FLOMAX  CAPSULES  GROUPS 

PLACEBO 

0  4  mg 

n=502 

0.8  mg 
n=492 

n-493 

BODY  AS  WHOLE 

Headache 

97  (19.3%) 

104  (21.1%) 

99  (20.1%) 

Infection 

45  (9.0%) 

53  (10.8%) 

37  (7.5%) 

Asthenia 

39  (7.8%) 

42  (8.5%) 

27  (5.5%) 

Back  Pain 

35  (7.0%) 

41  (8.3%) 

27  (5.5%) 

Chest  Pain 

20  (4.0%) 

20(4.1%) 

18  (3.7%) 

NERVOUS  SYSTEM 

Dizziness 

75  (14.9%) 

84  (17.1%) 

50  (101%) 

Somnolence 

15  (3.0%) 

21  (4.3%) 

8  (1.6%) 

Insomnia 

12  (2.4%) 

7  (1.4%) 

3  (0.6%) 

Libido  Decreased 

5  (1.0%) 

10  (2.0%) 

6  (1.2%) 

RESPIRATORY  SYSTEM 

Rhinitis 

66  (13.1%) 

88  (17.9%) 

41  (8.3%) 

Pharyngitis 

29  (5.8%) 

25  (5.1%) 

23  (4.7%) 

Cough  Increased 

17  (3.4%) 

22  (4.5%) 

12  (2.4%) 

Sinusitis 

11  (2.2%) 

18  (3.7%) 

8  (1.6%) 

DIGESTIVE  SYSTEM 

Diarrhea 

31  (6.2%) 

21  (4.3%) 

22  (4.5%) 

Nausea 

13  (2.6%) 

19  (3.9%) 

16  (3.2%) 

Tooth  Disorder 

6  (1.2%) 

10  (2.0%) 

7  (1.4%) 

UROGENITAL  SYSTEM 

Abnormal  Ejaculation 

42  (8.4%) 

89(18.1%) 

1  (0.2%) 

SPECIAL  SENSES 

Amblyopia 

1  (0  2'-,l 

10(2  0%) 

2  (0.4%) 

1A  treatment-emergent  adverse  event  was  defined  as  any  event  satisfying  one  of  the  following  criteria. 

•  The  adverse  event  occurred  for  the  first  time  after  initial  dosing  with  double-blind  study  medication 

•  The  adverse  event  was  present  prior  to  or  at  the  time  of  initial  dosing  with  double-blind  study  medication  and  subse 
increased  in  severity  during  double-blind  treatment;  or 

•  The  adverse  event  was  present  prior  to  or  at  the  time  of  initial  dosing  with  double-blind  study  medication,  disac 
completely,  and  then  reappeared  during  double-blind  treatment. 

Signs  and  Symptoms  of  Orthostasis:  In  the  two  U  S  studies,  symptomatic  postural  hypotension  was  reported  by  C 
patients  (1  of  502)  in  the  0  4  mg  group.  0  4%  of  patients  (2  of  492)  in  the  0  8  mg  group,  and  by  no  patients  in  the  | 
group.  Syncope  was  reported  by  0,2%  of  patients  (1  of  502)  in  the  0  4  mg  group,  0.4%  of  patients  (2  ot  492)  in  the 
group  and  0.6%  of  patients  (3  of  493)  in  the  placebo  group  Dizziness  was  reported  by  15%  of  patients  (75  of  502)  in  the 
group,  17%  of  patients  (84  of  492)  in  the  0  8  mg  group,  and  10%  of  patients  (50  of  493)  in  the  placebo  group  Vertigo  was 
ed  by  0  6%  of  patients  (3  of  502)  in  the  0,4  mg  group,  1%  of  patients  (5  ot  492)  in  the  0  8  mg  group  and  by  0  6%  of  pal 
of  493)  in  the  placebo  group. 

Multiple  testing  for  orthostatic  hypotension  was  conducted  in  a  number  of  studies  Such  a  test  was  considered  positive 
one  or  more  of  the  following  criteria;  (1)  a  decrease  in  systolic  blood  pressure  of  ^20  mmHg  upon  standing  from  tha 
position  during  the  orthostatic  tests;  (2)  a  decrease  in  diastolic  blood  pressure  =.-10  mmHg  upon  standing,  with  the  standu 
tolic  blood  pressure  <65  mmHg  during  ihe  orthostatic  test;  (3)  an  increase  in  pulse  rate  of  ^20  bpm  upon  standing  with  i 
mg  pulse  rate  ^100  bpm  during  the  orthostatic  test;  and  (4)  the  presence  of  clinical  symptoms  (faintness.  iightheadedne: 
neaded.  dizziness,  spinning  sensation,  vertigo,  or  postural  hypotension)  upon  standing  during  the  orthostatic  test. 
Following  the  first  dose  of  double-blind  meaication  in  Study  1,  a  positive  orthostatic  test  result  at  4  hours  post-do 
observed  in  7%  of  patients  (37  ot  498)  who  received  FLOMAX  capsules  0  4  mg  once  daily  and  in  3%  of  the  patients  (8 
who  received  placebo.  At  8  hours  post-dose,  a  positive  orthostatic  test  result  was  observed  for  6%  of  the  patients  (31 
who  received  FLOMAX  capsules  0  4  mg  once  daily  and  4%  (9  of  250)  who  received  placebo  (Note,  patients  in  the  0  8  mi 
received  0.4  mg  once  daily  lor  Ihe  first  week  of  Study  1). 

In  Studies  1  and  2.  at  least  one  positive  orthostatic  test  result  was  observed  during  the  course  ot  these  studies  for  8 
502  patients  (16%)  in  the  FLOMAX  capsules  0.4  mg  once  daily  group.  92  of  the  491  patients  (19%)  m  the  FLOMAX  c 
0.8  mg  once  daily  group  and  54  of  the  493  patients  (11%)  in  the  placebo  group 

Because  orthostasis  was  detected  more  frequently  in  FLOMAX  capsule-treated  patients  than  in  placebo  recipients,  tri 
potential  risk  of  syncope  (see  WARNINGS) 

Abnormal  Ejaculation:  Abnormal  ejaculation  includes  ejaculation  failure,  ejaculation  disorder,  retrograde  ejaculation  and  cja> 
decrease,  As  shown  in  Table  3,  abnormal  ejaculation  was  associated  with  FLOMAX  capsules  administration  and  was  do; 
ed  in  the  U.S.  studies.  Withdrawal  from  these  clinical  studies  of  FLOMAX  capsules  because  of  abnormal  ejaculation  v. 
dose-dependenl  with  8  of  492  patients  (16%)  in  the  0.8  mg  group,  ano  no  patents  in  the  0,4  mg  or  placebo  groups  discontinuip 
ment  due  to  abnormal  ejaculation. 

Post-Marketing  Expenence:  Allergic-type  reactions  such  as  skin  rash,  pruritus,  angioedema  of  tongue  lips  and  face  and  i 
have  been  reported  with  positive  rechallenge  in  some  cases  Priapism  has  been  reported  rarely.  Infrequent  reports  of 
tions,  constipation  and  vomiting  have  been  received  during  the  post-marketing  period. 
OVERDOSAGE 

Should  overdosage  of  FLOMAX  (tamsulosin  HCI)  capsules  lead  to  hypotension  (see  WARNINGS  and  ADVERSE  REAC 
support  of  the  cardiovascular  system  is  of  first  importance  Restoration  of  blood  pressure  and  normalization  of  heart  r: 
be  accomplished  by  keeping  the  patient  in  the  supine  position,  If  this  measure  is  inadequate,  then  administration  ( 
venous  fluids  should  be  considered.  If  necessary,  vasopressors  should  then  be  used  and  renal  function  should  be  mo 
and  supported  as  needed.  Laboratory  data  indicate  that  tamsulosin  HCI  is  94%  to  99%  protein  bound;  therefore,  du 
unlikely  to  be  of  benefit. 

One  patient  reported  an  overdose  of  thirty  0.4  mg  FLOMAX  capsules.  Following  the  ingestion  of  the  capsules,  the 
reported  a  severe  headache, 
DOSAGE  AND  ADMINISTRATION 
FLOMAX  (tamsulosin  HCI)  capsules  0.4  mg  once  daily  is  recommended  as  the  dose  for  the  treatment  of  the  signs  ano 
toms  of  BPH.  It  should  be  administered  approximately  one-half  hour  following  the  same  meal  each  day. 
For  those  patients  who  fail  to  respond  to  the  0.4  mg  dose  after  two  to  four  weeks  ot  dosing,  the  dose  of  FLOMAX  c 
can  be  increased  to  0.8  mg  once  daily.  If  FLOMAX  capsules  administration  is  discontinued  or  interrupted  for  several 
either  the  0.4  mg  or  0.8  mg  dose,  therapy  should  be  started  again  with  the  0  4  mg  once  daily  dose. 
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RETAIL  EVOLUTION 

Iconoclast 

Creative  merchandising  has  helped  a 
Japanese  bookseller  avoid  an  industry 
slump  |  By  Tim  Kelly 

AFTER  EIGHT  YEARS  AS  MANAGER  OF  A  CRAMPED 
bookstore  in  Nagoya,  Japan,  selling  gossip  magazines 
and  cheesy  novellas  to  housewives,  Keiichi  Kikuchi 
needed  to  breathe.  So  he  borrowed  money  from  his 
parents,  convinced  his  wife  to  hand  over  her  life  sav- 
ngs  of  $50,000  and,  with  the  help  of  a  bank  loan,  opened  his 
>wn  shop.  Village  Vanguard,  named  after  the  New  York  club  that 
nspired  his  love  of  jazz,  sold  avant-garde  books.  "Young  people 
>ack  then  found  the  whole  thing  exciting,"  recalls  Kikuchi,  57,  as 
le  leans  across  the  billiard  table  he  uses  as  a  desk. 

That  was  in  1986;  sales  that  first  year  were  $210,000  (at  today's 
xchange  rate).  Now  Kikuchi  presides  over  an  empire  of  157  com- 
pany-owned and  34  franchised  outlets  in  Japan.  The  chain  net- 
ted $7.4  million  last  year  on  revenue  of  $120  million. 

His  secret  was  cross-merchandising,  an  old  staple  of  U.S. 
^tailing  but  somewhat  foreign  to  Japan.  Kikuchi  sells  CDs,  pic- 
ares,  figurines  and  other  paraphernalia  by  linking  them  to  the 
becialty  books  on  the  store  shelves.  On  the  same  shelf  as,  say, 
jie  novel  Norwegian  Wood  by  Haruki  Murakami  you  might  find 
le  Beatles'  Rubber  Soul  album  and  books  that  inspired  the 
(ipanese  author,  including  Truman  Capote's  Breakfast  at 
mfany's;  a  photo  collection  of  Audrey  Hepburn,  who  starred  in 
he  movie  of  the  same  title,  rounds  off  the  display.  The  travel 
Action  might  offer  magazines,  tour  guides,  model  jumbo  jets, 
impact  suitcases,  chunky  hotel  key  holders  and  retro  push-but  - 
|n  phones  once  common  in  U.S.  hotel  rooms. 

It's  not  just  creative  license,  it's  good  business  sense:  Pull  in 
|ie  crowds  with  higher-margin  bric-a-brac  (40%  gross  profit) 
I  order  to  subsidize  the  more  serious  tomes  (20%).  The  strat- 
i;y  has  buffered  Village  Vanguard  against  a  nationwide  slump 
I  book  and  magazine  sales — down  an  average  2%  a  year  over 
lie  past  eight  years  to  $19  billion.  Instead  of  reading,  the  Japan- 
jie  are  prey  to  the  same  time-consuming  infatuation  with  the 
i  ternet  and  mobile  phones  as  Americans.  (Typical  is  the 
medicament  of  Maruzen,  a  premier  Tokyo  bookstore  whose 
| lies  have  been  dropping  for  four  consecutive  years;  in  2004  it 
jit  $20  million  on  sales  of  $930  million.) 
I  Nothing  seems  to  slow  Kikuchi.  A  second  store  came  in 
'  89,  followed  by  a  third  a  year  later,  financed  with  bank  loans. 
|  1996  the  pace  of  openings  accelerated  after  he  agreed  to  put 
llage  outlets  in  malls  operated  by  large  retailers  like  Aeon, 
her  bookstores  opened  in  cheap  locations — on  back  streets  or 


underground,  relying  on  word  of  mouth  for  traffic.  Kikuchi 
stretched  his  thin  capital  base  by  leasing  rather  than  buying  store 
fixtures.  The  franchisees,  of  course,  cost  him  no  capital:  They  pay 
him  an  annual  fee  equivalent  to  3%  of  the  retail  value  of  their 
stock  and  absorb  all  business  expenses  themselves. 

He's  also  a  cheapskate  when  it  comes  to  salaries,  subjecting 
nearly  everyone — even  certain  managers — to  minimum  wage 
for  an  average  of  three  years.  Those  who  stick  with  Kikuchi 
receive  higher  pay  later,  plus  a  certain  amount  of  autonomy.  (At 
Village  there  are  no  Matsushita-like  company  cheers  or  exer- 
cises, which  he  calls  a  brand  of  "fascism.")  Store  managers  get  a 
pile  of  catalogs  from  approved  suppliers  and  do  the  rest  on  their 
own,  from  titles  to  display  racks. 

Example:  Kouji  Sekido,  32,  who  has  spent  a  year  managing 
the  Village  Vanguard  store  in  a  shopping  complex  opposite 
Tokyo  Dome,  home  to  the  Giants  baseball  team.  While  he  has 
absorbed  Kikuchi's  method  of  merchandising,  the  inventory  is 
strictly  his  own.  On  a  stand  selling  pictures  of  Saibaba — an 
Afro-sporting  Hindu  mystic  who  claims  to  have  the  power  to 
conjure  up  jewelry  from  thin  air — are  party  wigs  and  do-it- 
yourself  magic  tricks.  Sekido  is  waiting  to  see  what  comes  of 
Kikuchi's  latest  plan  to  plow  5%  of  profits  into  new  ventures 
dreamed  up  by  Village  Vanguard  employees. 

The  first  of  these  is  a  diner  that  offers  another  Japanese  rar- 
ity: an  authentic  U.S.  burger.  So  far  Village  has  opened  three 
restaurants  in  Tokyo,  completely  unconnected  with  the  book- 
stores. This  just  makes  more  evident  what  has  been  true  for  a 
long  while — Kikuchi  is  selling  not  books  but  sizzle.  F 
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Objective,  independent,  third-party  research. 
Can  your  broker  say  that? 


FREE  TRADES  FOR  A  MONTH 


Open  an  account  online  at 
tdwaterhouse.com/freetrades 
and  enter  offer  code  MRCFBF. 


CONTACT  US  AT: 
1.800.tdwaterhouse 
tdwaterhouse.com 

OrtMnetrades  as  low  as  $9.95 


At  TD  Watcrhouse,  you  can  feel  confident 
in  the  objectivity  of  the  research  and 
information  they  provide.  Because  it 
comes  from  independent,  third-party 
sources.  Not  in-house  research  analysts. 

You'll  find  offerings  like  MarketEdge 
Second  Opinion.  Standard  &  Poor's 
Reports.  Reuters  ProVestor  Plus. 
Vickers  Insider  Trading  Chronologies. 
Standard  &  Poor's  The  Outlook.  And 
Standard  &  Poor's  Five  STAR  Stock 
Reports.  And  it's  all  FREE. 

It  is  also  easy  to  use,  thanks  to  tools 
like  their  Stock  Screeners  that  let  you 


"screen"  for  investment  ideas  according 
to  various  criteria,  including  10 
pre-defined  Standard  &  Poor's  strategies. 

So  if  your  current  broker's  lack  of 
objectivity  is  a  concern,  check  out 
TD  Waterhouse.  They  make  it  easy  to 
switch,  and  easy  to  invest  on  your  own. 

You  can  do  this.  Switch  today  to 
TD  Waterhouse.  The  alternative  to 
higher-priced  brokers. 


Waterhouse 
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O  DAVID  TRAINER, 
financial  statement 
footnotes  are  "the 
decoder  key  to  unlock- 
ing a  company's  true 
value."  But  to  some 
companies,  true  value 
is  best  hidden.  And 
thus  he  was  not  very  popular  on 
bubble-era  Wall  Street. 

When  analyst  Trainer  pushed  em- 
ployer Credit  Suisse  First  Boston  to 
build  a  huge  database  to  ferret  out  hid- 
den problems  in  stocks,  he  got  in  big 
trouble.  CSFB  investment  bankers  were 
furious,  he  says,  when  he  used  the  data 
to  brand  clients  as  sells,  thus  potentially 
undermining  deals.  "Information  I  was 
digging  up  wrecked  their  accounting 
ratios,  like  some  phony  price-to-cash- 
ratio  [the  investment  bankers]  made 
jp,"  says  Trainer,  an  intense  fellow  who 
vehemently  jabs  the  air  while  he  talks. 
The  firm  fired  him  in  2000. 

Then  Trainer  hopped  to  San  Fran- 
cisco investment  bank  Epoch  Partners, 
vhere  he  again  made  enemies,  by  slam- 
ining  such  then  beloved  names  as  Web- 
ervices  outfit  LoudCloud  and  telecom 
j;ear  maker  JDS  Uniphase.  He  viewed 
1  heir  made-up  earnings  numbers,  called 
pro  forma"  profits,  as  funky.  Manage- 
ment wanted  him  to  stop  talking  about 
liscounted  cash  flow  analysis  based  on 
ootnote  data  and  focus  instead  on 
!'rice-to-sales.  What  kind  of  accounting 
; ;  that,  he  wanted  to  know,  where  you 
more  expenses? 

He  clearly  was  not  suited  to  sell-side 
nancial  analysis.  So  when  Goldman 
achs  bought  Epoch  in  2001,  Trainer 


NUMBERS  GAME 


The  Footnote  Fanatic 

By  obsessing  over  data  buried  in  corners  of  corporate  financial 
reports,  onetime  auditor  David  Trainer  has  come  up  with  some 
surprising  calls  on  stock  buys  and  sells  1  By  Elizabeth  MacDonald 
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gladly  took  a  severance  package.  He  spent 
six  months  out  of  work,  doing  volunteer 
jobs  for  a  Presbyterian  church  in  New  York. 

"I  expected  to  retire  from  Wall  Street 
after  a  long  and  fruitful  career,"  says 
Trainer,  now  33.  "But  I  came  away  really 
disappointed  with  what  a  sham  it  was." 

Then  a  foul  wave  of  corporate  scan- 
dals started  to  build.  Money  managers 
like  Stephen  Waite,  then  with  Trilogy 
Partners,  pressed  him  to  supply  footnote- 
centric  research.  Trainer,  a  onetime  audi- 
tor for  now  defunct  accounting  giant 
Arthur  Andersen,  had  found  his  proper 
place.  In  July  2002  he  started  New  Con- 
structs out  of  his  New  York  City  apart- 
ment, and  in  February  2003  Trainer 
moved  his  stock  research  service  to  his 
home  city  of  Nashville.  He  set  up  shop  in 


from  companies  that  have  a  history  of 
heavy  use  of  stock  options  (which  used  to 
be  omitted  from  employee  compensation 
expense),  serial  charge-offs,  off-balance- 
sheet  financing  or  badly  funded  pension 
plans.  "Before  people  break  the  rules,  they 
bend  the  rules,"  says  Trainer.  In  other 
words,  you  should  stay  away  from  com- 
panies that  strain  to  boost  earnings,  even 
if  all  their  gimmicks  are  legal. 

Making  a  living  as  a  pure  short-seller  is 
hard,  so  Trainer's  firm  also  looks  for  stocks 
to  recommend.  These  are  typically  firms 
with  a  bad  earnings  report  or  two  that 
nonetheless  exhibit  such  markers  of  un- 
derlying strength  as  sustained  cash  from 
operations,  a  healthy  balance  sheet  and 
(during  good  quarters)  a  high  return  on 
invested  capital.  The  last  compares  profit 


a  stock  option  hole.  Aftertax  stock  optic 
costs  equal  16%  of  its  $340  million  in  fi. 
cal  2005  net  income.  And  Flextronics  car 
get  a  grip  on  its  six-year  restructurir 
plan,  blaming  "a  global  economic  dowi 
turn."  Further,  Trainer  says  the  compar 
has  been  a  serial  charger,  with  $686  millic 
in  aftertax  writeoffs  since  1999,  9.6%  i 
net  assets.  It  also  overpaid  for  five  acquis 
tions,  issuing  $6. 1  billion  above  book  vali 
in  shares  to  do  these  deals.  While  Fie: 
tronics  insists  its  acquisitions  we 
"tremendously  strategic,"  it  doesn't  brc 
out  the  revenue  streams  from  these  deaj 
Trainer  is  also  dismayed  at  trj 
unsporting  way  Flextronics  is  preparir 
for  new  accounting  rules  taking  effe 
Jan.  1  that  force  companies  to  expen 
stock  options  against  profits.  In  ear 


New  Constructs'  Picks  and  Pans 


Delving  into  companies'  documents  reveals  all  kinds  of  underlying  weaknesses— and  strengths. 


COMPANY/INDUSTRY 

RECENT  PRICE 

P/E 

52-WEEK  HIGH 

RATIONALE 

Accounting  geek  David  Trainer  recommends  these  three  stocks. 

MEDTRONIC/rnedical  equipment 

$56.76 

37 

$57.95 

solid  return  on  capital,  strong  free  cash 

PRECISION  CASTPARTS/aerospace  &  defense 

50.56 

23 

53.91 

smart  moves  boost  return  on  invested  capital 

SEAGATE  TECHNOLOGY/computer  storage  devices 

19.33 

10 

21.50 

improving  return  on  invested  capital,  profits 

Trainer  says  unload  these  stocks. 

ALLIANT  TECHSYSTEMS/aerospace  &  defense 

75.70 

16 

78.29 

unwieldy  retiree  costs 

FLEXTRONICS  INTERNATIONAL/semiconductors 

10.69 

26 

14.79 

stock  option  addict,  serial  charger 

/semiconductors 

27.54 

33 

32.30 

free  cash  dropped,  serial  charger 

Prices  as  of  Dec  14.  Sources:  New  Constructs-  FT  interactive  Data  &  Reuters  via  FactSet  Research  Systems. 


an  old  tobacco-drying  barn  in  the  rolling 
hills  outside  town,  near  a  Civil  War  bat- 
tlefield. His  high  school  buddy  and  fellow 
accounting  geek  Oman  Sloan  joined  him, 
and  they  now  paw  through  data  from 
3,500  public  companies.  Today  Trainer 
oversees  a  squad  of  12  footnote  excava- 
tors, who  compile  research  he  sells  to  40 
Wall  Street  investment  houses,  mutual 
funds  and  hedge  funds,  including  Janus 
Capital  and  Fidelity  Investments. 

Post-Enron,  it's  boom  time  for  ana- 
lysts who  can  poke  through  financial  state- 
ments looking  for  holes.  Alert  for  Wall 
Street's  blind  spots  are  such  operators  as 
Howard  Schilit  at  the  Center  for  Financial 
Research  &  Analysis,  Donn  Vickrey  at  Gra- 
dient Analytics  and  Jack  T.  Ciesielski  at  the 
Analyst's  Accounting  Obsen>er  newsletter. 

New  Constructs  warn-  il  J  ients  away 


before  interest  expense  with  the  sum  of 
debt  and  equity  capital. 

Trainer  likes  aerospace  manufacturer 
Precision  Castparts  despite  its  $1.7  million 
loss  in  the  March  2005  fiscal  year.  His  rea- 
soning: The  baby  boom  of  commercial  air- 
craft that  entered  the  world  fleet  between 
1998  and  2001  is  just  entering  its  first 
round  of  replacements  and  fixes.  Mean- 
while, the  company  is  unloading  less  prof- 
itable business  lines,  like  pumps  and  valves. 
Despite  the  loss,  Precision  showed  a  fiscal 
2005  free  cash  flow  (cash  from  operations 
minus  capital  expenditures)  of  $301  mil- 
lion, nearly  triple  its  fiscal  2004  result. 

What  bad  stuff  has  Trainer's  footnote 
decoder  ring  discovered?  That  Flextronics 
International,  the  Singapore  maker  of 
Microsoft's  Xbox  hardware  and  Sony- 
Ei  icsson's  cell  phones,  has  fallen  deep  into 


2005  Flextronics  accelerated  the  vesting 
a  big  chunk  of  options,  avoiding  a  pain! 
future  smack  to  earnings  of  $121  millio 

That's  not  all:  Flextronics  le 
$9.5  million  to  several  executives.  (Th 
still  owed  $1.8  million  as  of  March  200!: 

For  Trainer  another  miscreant 
weapons-and-ammo  maker  Alliant  Tec 
systems,  which  is  saddled  with  $595  m 
lion  in  unfunded  employee  retireme 
obligations  (two-thirds  of  it  in  unfund 
pensions),  equal  to  20%  of  its  $3  billi« 
in  reported  net  assets.  For  its  part,  Allia 
says  it  has  been  trying  for  the  last  two  f 
cal  years  to  close  its  unfunded  pensi< 
gap,  chucking  a  total  $147  million  in  an 
into  its  pension  plan. 

Great,  says  Trainer,  but  this  h 
depleted  Alliant's  cash  stash.  The  foe 
notes  tell  him  to  sell. 
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GOLD  RUSH 

JSE  IT  TO  SECURE  YOUR  RETIREMENT  FiTl 


J 


A  DISCUSSION  WITH  JONATHAN  ROSE, 
PRESIDENT  OF  THE  CAPITAL  GOLD  GROUP 


1/     he  goods  and  services  you  could  buy  for  $1  in  1950  would  cost 
>l—  $8.07  today,  calculated  with  a  formula  based  on  the  Consumer 
Price  Index.  How  can  you  make  sure  your  retirement  savings 
keep  pace  with  the  cost  of  living? 
old  is  the  most  effective  way  to  safeguard  your  future.  According  to 
World  Gold  Council,  the  price  of  gold  has  kept  pace  with  inflation 
at  least  200  years.  In  the  following  interview,  Jonathan  Rose,  presi- 
t  of  The  Capital  Gold  Group,  discusses  how  gold  can  help  you 
ieve  and  maintain  a  comfortable  retirement. 

Why  are  you  so  keen  on  gold  as  an  investment? 
old  is  the  oldest  form  of  investment  and  has  intrinsic  value  that  is  not 
to  the  shrinking  value  of  the  dollar,  the  rising  U.S.  trade  deficit,  the 
inuing  war  on  terrorism  or  similar  events.  Its  apolitical  nature  makes 
an  ideal  safety  net.  The  price  of  gold  rose  above  $500  an  ounce  last 
ember  for  the  first  time  since  1987  as  investors  have  moved  toward 
I  predicted  this  in  mid-2005  and  do  not  anticipate  prices  coming 
any  time  soon.  It's  a  great  time  to  invest.  It's  the  tip  of  the  iceberg  in 
s  of  gold  prices. 

'ow  about  gold's  ability  to  protect  buying  power? 

ilost  financial  advisors  say  that  you  need  between  60%  and  80%  of 
current  income  to  maintain  your  lifestyle  in  retirement.  So,  peo- 
sally  should  be  concerned  about  inflation.  Gold  has  an  impressive 
y  to  retain  its  value.  For  example,  in  1920  a  man  could  buy  a  suit 
either  a  $20  bill  or  a  $20  gold  coin,  which  was  in  circulation  then. 
)05,  a  man  can't  even  buy  a  shirt  with  a  $20  bill.  But,  with  a  $20 
piece,  which  at  today's  rates  is  worth  in  the  neighborhood  of  $500, 
n  still  buy  a  suit. 


Q.  Specifically,  how  can  gold  be  used  for  retirement  investment? 
A:  You  can  hold  gold  coins  and  bullion  in  a  safe  deposit  box.  Or,  you  can 
roll  over  an  Individual  Retirement  Account  or  a  40 1  (k)  into  a  gold-backed 
IRA  without  any  tax  consequence.  With  a  gold-backed  IRA,  you  are 
secured  dollar  for  dollar  by  a  physical  asset  —  gold.  When  it's  time  to  cash 
out,  you  can  take  possession  of  the  gold  or  convert  it  into  cash.  Gold  is 
always  liquid.  Now  is  the  time  to  make  your  capital  as  safe  as  gold.  9 


MAKE  GOLD  PART 
OF  YOUR  PORTFOLIO 


To  set  up  a  gold-backed  IRA  with  The  Capital  Gold  Group, 
call  1-800-510-9594  or  visit  www.safeasgold.com.  Ask  for 

your  free  Insider's  Guide  to  Owning  Gold,  which  will  show 
you  how  to  purchase  gold  at  the  lowest  possible  prices  and 
which  gold  coins  will  give  you  bigger  returns  in  the  future. 

JUST  FOR  FORBES  READERS: 

Make  a  gold  purchase  and  we  will  add  a  free  gold  coin  to 
your  portfolio.  Please  mention  code  FB-1906  when  you 
contact  us. 
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THE   CAPITAL  GOL 


EQUITIES 


Picks  of  the  Pros 

You  can  tap  into  the  thinking  of  the  smartest 
fund  managers.  Hey,  this  worked  the  first 
two  times  we  tried  it  |  By  Christopher  Helman 

T 


HE  WORLD'S  BEST  MUTUAL  FUND 
managers  work  in  fishbowls — 
there's  a  wealth  of  data  available  on 
how  they  invest.  Two  years  ago  we  first 
took  the  portfolios  of  the  winningest 
managers  and  overlapped  their  biggest 
holdings  to  find  a  batch  of  winners.  Sim- 
ple thesis:  If  a  lot  of  smart  guys  like  the 
same  stock,  it  must  be  worth  holding. 

In  the  first  year,  2004,  the  ten-stock 
portfolio  of  four  large  U.S.  companies, 
three  small-  or  midcap  ones  and  three 
international  names  beat  the  S&P  500  by 
2.5  percentage  points,  returning  10.5%. 
(Holding  that  same  group  through  2005 
let  you  score  an  additional  14.5%  total 
return,)  Over  the  past  year  a  new  set  of 
ten  did  even  better,  up  19%  versus  an  8% 
return  for  the  index  through  November. 

Among  eight  winners  in  the  2005 
group  was  oil  and  gas  producer  XTO 
Energy,  up  80%  on  soaring  fuel  prices. 
Close  behind,  up  4 1  %,  was  photo  agency 
Getty  Images.  The  largest  loser  was  Pfizer, 
dragged  down  21%  with  other  pharmas 
on  litigation  fears.  In  last  year's  install- 
ment we  warned  that  Pfizer  might  face 
some  weakness  and  suggested  that  worry- 
warts  might  sub  runner-up  Tyco  or  fellow 
runner-up  Wells  Fargo;  both  did  better. 

To  continue  the  experiment  we  went 
back  to  Morningstar.com  and  fired  up 
the  premium  membership  tools  (comes 
with  the  $125  annual  subscription).  We 
built  a  screen  to  find  funds  with  long- 
tenured  managers  who  have  beaten  their 
peer  groups  in  each  of  four  distinct  time 
periods — ten  years,  five,  three  and  one. 
Out  went  any  fund  that  has  underper- 
formed  money  market  rates  over  five 
years.  Also  axed  were  sector-specific  funds 
and  those  that  trade  a  lot.  We  want  stocks 
to  hold  for  at  least  a  year.  Also,  the 
reported  holdings  of  in-and-out  traders 
aren't  very  useful  because  they  may  be 


out  of  the  stocks  by  the 
time  the  reports  are  filed. 

This  year's  cut:  23  funds 
that  mostly  own  shares  of 
large  companies,  21  that  like 
smaller  companies  and  19  that 
invest  internationally. 

In  this  exercise  expenses  and  loads  are 
irrelevant,  since  you're  not  buying  the 
funds,  just  stealing  the  ideas.  Still,  we 
ended  up  with  a  host  of  FORBES  faves  like 
Dodge  &  Cox  Stock,  Vanguard  Windsor  II 
and  William  Blair  International  Growth. 
To  get  to  the  individual  stocks,  we  sub- 
jected each  set  of  funds  to  Morningstar's 
"stock  intersection"  tool,  which  shows 
where  fund  holdings  overlap.  The  most 

What  the  Stars  Like 


Here's  the  2006  roster  of  stocks  that  are  the 
most  widely  held  over  time  by  the  best-performing 
funds,  whose  managers  are  long-tenured.  For 
the  two  years  we've  been  doing  this,  our  elite 
portfolios  have  creamed  the  S&P  500.  This  time,  on 
our  third  outing,  all  are  new  to  the  list  except  Pfizer. 


COMPANY 


TOTAL 
RETURN 

(1YR) 


P/E 


CITIGROUP 

9% 

12 

16 

CONOCOPHILLIPS 

51 

7 

14 

PFIZER 

-21 

19 

14 

TYCO  INTL 

-15 

18 

15 

SMALL/MID  U.S. 

DR  H0RT0N 

32 

7 

5 

PEAB0DY  ENERGY 

116 

34 

4 

WR  BERKLEY 

57 

12 

4 

ENCANA 

87 

21 

5 

PETROLEO  BRASILEIRO1 

101 

8 

6 

UBS1 

21 

14 

7 

Performance  as  of  Dec.  7.  'American  Depositary  Receipt. 
Source.  FT  Interactive  Data  via  FactSet  Research  Systems. 


popular  large  cap  was  Citigroup,  held  h 
16  funds.  Tyco  appeared  in  15.  Conocc 
Phillips  is  in  14,  as  is  Pfizer.  The  stock  joq 
want  to  give  it  another  chance. 

Citigroup,  trading  at  12  times  trailin 
earnings,  is  the  world's  biggest  bank.  It 
on  solid  footing  in  the  U.S.  an 
expanding    worldwide.  Ci 
earned  $20  billion  in  the  la. 
12  months  and  pays  a  div 
dend  yield  of  3.6%. 

ConocoPhillips  share 
have  been  on  a  tear,  up  5 1 c 
in  the  past  year  on  high  o 
prices,  but  are  still  cheap 
seven  times  trailing  earnings.  Tr 
market,  that  is,  assumes  that  oil  prices  w: 
come  back  to  earth.  If  you  think  othe 
wise — or  if  you  simply  want  to  hed^ 
your  heating  oil  bills — buy  this  stock. 

As  usual  the  smaller-cap  manage 
show  less  consensus.  The  leading  pick  he: 
is  homebuilder  DR  Horton,  which  showe 
up  in  five  funds.  Then  came  WR  Berklc 
(four  funds),  a  small  property-casualty  ii 
surer.  Like  most  insurers,  Berkley  was  bu 
feted  by  2005's  storms,  taking  a  $50  mi 
lion  hit  to  earnings.  Still,  tl 
stock  has  advanced  57%  durir 
the  year;  net  income  throu^ 
nine  months  is  up  179 
Peabody  Energy  is  one  of  tl 
world's  largest  miners  of  co< 
an  ancient  commodity  givt 
new  luster  by  the  shortage 
petroleum  and  by  advances 
smokestack  scrubbers. 

Then  come  the  intern, 
tional  stocks,  led  by  UBS, 
seven  funds.  The  Swiss  ban 
with  $1.3  trillion  of  asse 
under  management  (its  ow 
and  its  clients'),  is  buildir 
wealth  management  ar 
investment  banking  oper 
tions  in  China,  where  it  lea' 
Western  peers  in  attractii 
assets.  It  trades  at  14  tim 
trailing  earnings  and  is  on  tl 
New  York  Stock  Exchange. 

The  other  international  i 
sues  are  Brazilian  state  oil  cor 
pany  Petroleo  Brasileiro  (in ! 
funds)  and  Canadian  oil-am 
gas  finder  Encana  (five). 


NUMBER  OF 
FUNDS 
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Some  call  it  the  lost  decade  -  years  when  the 
Japanese  economy  seemed  to  drift,  rudderless. 
Now  the  nation  seems  to  have  found  its  compass  and 
y\s  once  again  steering  a  steady  course  toward  economic 
growth  and  political  stability.  Business  is  picking  up, 
consumers  are  waking  up,  and  corporate  sails  are  filling 
with  the  trade  winds  of  prosperity.  The  future  direction  lies  in 
the  hands  of  the  individuals  at  the  helm  of  the  country's  top 
companies.  So,  at  the  closecff2005,  we  interviewed  some  of 
Japan's  leading  CEOs  and  asked  them  to  share  their  insights  as  to 
which  way  their  personal  and  corporate  compasses  are  pointing. 


A  merchant's  personal 
business  philosophy 


ITOCHU  in  the  late  19th  century' 


"Above  all  else,  merchants  should  always  be  honest" 

The  merchant  who  spoke  these  words  was 
ITOCHU  's  founder,  Chubei  Ito. 
A  merchant  all  his  life,  he  steadfastly  believed  that 
"The  most  important  thing  to  do  in  one 's 
business  activities  is  to  be  honest  — 
with  other  people,  and  most  important  of  all  with  oneself  " 

These  days  the  business  environment  is  rapidly 

changing  in  many  parts  of  the  world, 
but  since  its  establishment  in  1858,  ITOCHU, 
one  of  the  largest  general  trading  companies, 
remains  committed  to  conducting  business  in  the 
honest  manner  of  its  founder. 


ITOCHU  Corporation 
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MESSAGE 


The  U.S.  and  Japan: 
Key  Partners  Sharing 
Common  Values 


.  Thomas  Schieffer 

J.S.  Ambassador  to  Japan 


As  U.S.  Ambassador  to  Japan,  I  am  continually  impressed 
by  the  breadth  and  scope  of  the  U.S. -Japan  relationship. 
For  the  past  60  years,  we  have  moved  from  the  aftermath 
of  a  terrible  war  to  a  true  global  partnership.  From  military 
cooperation  to  trade  and  tourism,  from  economic  integra- 
tion to  cultural  exchanges,  the  U.S. -Japan  relationship 
serves  as  a  model  of  what  two  countries  can  do  when  they 
share  common  values.  The  importance  of  the  relationship 
will  continue  to  grow  as  both  partners  meet  the  challenges 
of  a  new  international  order. 

Asia  continues  to  be  a  region  in  transition.  Japan  stands 
out  as  a  key  partner  with  the  U.S.  on  regional  and  global  is- 
sues. We  are  working  together  in  places  as  distant  as  Iraq, 
Afghanistan  and  Africa  to  make  the  world  more  prosperous 
and  stable.  Japan  stands  firmly  with  the  U.S.  in  the  war  on 
terror. 

Japan  is  growing  again  and  is  pulling  out  of  its  lost  decade 
of  economic  stagnation.  Japan  has  the  largest  and  most 
diverse  economy  in  Asia,  and  is  second  only  to  the  U.S.  on 
the  world  s  economic  stage.  The  U.S.  sends  more  exports  to 
Japan  than  it  does  to  any  other  overseas  market.  Thousands 
of  U.S.  companies  have  established  successful  operations 
in  Japan  and  even  more  export  to  Japan  on  a  regular  basis. 
Although  slow  economic  growth  remains  a  concern,  Japan's 
economy  is  showing  clear  signs  of  a  sustained,  domestic-led 
economic  recovery. 

As  a  close  friend  and  ally,  we  want  to  see  an  economically 
vibrant  Japan,  and  for  that  reason,  we  strongly  support  Prime 
Minister  Koizumi's  economic  reform  agenda.  We  are  work- 
ing hard  to  further  open  Japan's  agricultural  markets  to 
American  farmers  and  ranchers.  Even  on  issues  where  we 
disagree,  we  are  finding  that  the  maturity  of  our  relationship 
allows  us  to  engage  in  open  dialogue.  The  September  1 1 
elections  in  Japan  provided  the  government  with  a  mandate 
for  further  economic  reform.  Consequently,  the  momentum 
for  change  has  increased.  Regulatory  reform  coupled  with 
the  economic  recovery  in  Japan  are  providing  some  exciting 
new  opportunities  for  U.S.  investors  and  exporters.  My  staff 
and  I  are  determined  to  assist  U.S.  companies  seeking  busi- 
ness opportunities  as  a  result  of  these  changes.  The  strong 
friendship  between  Prime  Minister  Koizumi  and  President 
Bush  sets  the  tone  for  our  relationship.  We  hope  to  build  on 
that  friendship  to  enhance  the  political  and  economic  ties 
that  bind  these  two  great  democracies  at  the  beginning  of 
the  21st  century. 
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Innovation  Cubed 


IAtsutoshi  Nishida 
President  and  CEO,  Toshiba  Corporation 

Atsutoshi  Nishida,  who  became  president  and  CEO  last  June  as 
Toshiba  marked  the  130th  anniversary  of  its  founding,  employs  a 
dual  approach  in  the  company's  new  business  strategy  to  stay 
ahead  of  the  game:  develop  both  high-value  flagship  products  and 
commodities  for  the  mass  market. 

What  is  the  key  to  winning  in  an  age  of  global  competition?  Share 
or  profit?  Quality  or  price?  Short-term  or  long-term?  "There  is  no 
choice  anymore,"  says  Nishida  without  hesitation.  "You  need  both 
sides  of  the  equation." 

Toshiba  will  sustain  its  new  strategy  through  "innovation  to  the 
third  power,  or  what  I  refer  to  as  'i-cubed,'"  explains  Nishida.  He 
argues  that  enhanced  levels  of  innovation  across  Toshiba's  R&D, 
manufacturing  and  marketing  operations  will  propel  exponential 
development,  constituting  "a  multiplier  effect,  not  the  mere  sum 
of  the  three.  This  approach  enables  us  to  harness  the  creative  ener- 
gy of  our  drastically  changing  times,  when  today's  cutting-edge 
technologies  quickly  become  the  commodities  of  tomorrow." 

Nishida,  credited  with  having  created  the  worldwide  market  for 
notebook  PCs,  came  up  with  the  i-cubed  concept  while  heading 


Toshiba's  PC  and  Network  Company  in  2004.  One  example 
his  i-cubed  approach  is  Qosmio,  a  new-generation  converge 
notebook  PC  that  integrates  TV,  audio  and  DVD  functions  v< 
a  visually  dazzling  display.  It  quickly  captured  the  hearts  of  yoi 
consumers.  Nishida  is  fully  aware,  however,  that  the  state-of-t 
art  know-how  incorporated  into  Toshiba's  products  is  inevit;; 
susceptible  to  competitor  follow-ups  and  harsh  price  wars.  Tfu 
why  an  endless  cycle  of  innovation  is  essential  for  survival. 

"Toshiba  is  now  ready  to  go  on  the  offensive. " 

Following  the  bursting  of  the  IT  bubble  in  2001,  Tosr 
implemented  a  tough  restructuring  scheme  that  included  c 
ting  its  head  count  by  17,000  -  10%  of  its  total  workfo 
"With  restructuring  largely  behind  us,  we  have  shifted 
emphasis  to  growth,"  says  Nishida.  "Having  looked  inward 
the  past  few  years,  Toshiba  is  now  ready  to  go  on  the  offensiv 

In  fact,  Toshiba  recently  decided  to  accelerate  investmen 
production  of  NAND  flash  memory  chips  -  the  fastest-grow 
semiconductor  segment  -  with  the  largest  capital  expenditun 
the  company's  history. 

Nishida's  new  focus  also  consists  of  greater  internal  dialc 
with  his  managers  and  employees.  As  the  new  president,  he  def 
himself  as  a  willing  communicator  capable  of  articulating 
vision.  Having  studied  Western  philosophy  and  possess 
extensive  overseas  experience  in  the  Middle  East,  Europe 
the  U.S.,  Nishida  has  all  the  traits  of  a  great  communicate 
knack  for  choosing  the  right  word,  powerful  eye  contact  ar 
charming  grin. 

Nishida  seeks  to  inspire  in  his  people  a  sense  of  urgency  at 
drive  toward  long-term  sustainable  growth  for  Toshiba, 
sense  of  urgency  calls  on  all  of  us  to  do  away  with  the  complace 
that  often  plagues  employees  of  large  companies,  and  to  \ 
today  in  light  of  tomorrow,"  says  Nishida.  "As  responsible  m 
bers  of  a  team  of  true  professionals,  we  must  make  a  commitn 
to  stay  ahead  of  the  curve  with  a  proactive  business  model  .  " 

To  promote  direct  discussions  on  key  challenges  with  the  pe< 
working  in  Toshiba's  highly  diversified  businesses,  Nisi 
frequently  travels  the  country  to  visit  Toshiba's  labs  and  pis 
often  without  prior  notice.  In  fact,  he  visited  the  corporate  R 
center  three  times  within  a  few  months  of  assuming  the  preside 
"They  were  somewhat  taken  aback  because  I  came  to  see  ther 
often,"  recalls  Nishida.  "I  told  them  I  would  be  coming  bac 
often  as  necessary,"  he  adds  with  a  chuckle. 


With  a  bachelor 's  degree  in  philosophy  from  Waseda  University  and  a  master's  degree  in  political  science  from  the  University  of  Tokyo,  Atsutoshi  Nishi 
envisaged  a  career  in  acade^ia.  Even  more  unusual  for  a  CEO  of  a  Japanese  blue-chip  company  is  that  he  joined  Toshiba  at  an  overseas  subsidise 
^  No  stranger  to  tt,  international  scene,  he  spent  many  years  in  executive  positions  in  Europe  and  America  before  returning  to  Japan,  where  he  was  nam 

^/       presiCi  June  2005.  www.toshiba.co.jp/worldwidi 
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ageRUNNER  5570 


The  entire  department  heard  Bob  exclaim,  "Cool!"  as  he  used 
the  Web  browser  on  the  new  image  RUNNER  6570  to  access 
and  print  his  company's  4th  quarter  sales  results. 


b's  company  isn't  doing  business  as  usual.  What  about  your  company?  While  "cool"  definitely  applies  to  the  new 
on  imageRUNNER®  70  Series,  "groundbreaking"  is  more  apt.  Both  the  imageRUNNER  6570  and  imageRUNNER  5570 
Ye  the  industry's  first  embedded  Web  access  function  -  in  other  words,  a  full-size  user  interface  panel  that  actually 
s  you  call  up  Internet  or  intranet  data  without  the  use  of  a  PC,  right  from  the  device.  Once  you've  done  that,  you  can  print 
forms  and  documents  you  need  to  work  more  efficiently  and  productively.  Of  course,  there  are  a  host  of  other  great  features 
t  help  expand  the  potential  of  your  workday.  And  that's  definitely  not  business  as  usual. 
00-OK-CANON  www.imagerunner.com 


and  IMAGERUNNER  are  registered  trademarks  of  Canon  Inc  .  in  the  United  States  and  may  also  be  registered  trademarks  in  other  countries  IMAGEANYWARE  is  a  trademark  of  Canon  US  A.,  inc 
Canon  U.S.A.,  Inc.  All  rights  reserved  Products  shown  with  optional  accessories. 
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http://www.kikkoman.com 


Open  to  the  world 


At  Kikkoman,  everything  we  do  is 
grounded  in  a  history  of  more  than 
300  years  of  brewing  soy  sauce  to 
a  traditional  recipe,  using  only 
the  finest  ingredients.  As  we  grew  into 
a  global  brand,  we  developed  an  open 
stance  and  a  clear  awareness  of  our 
social  responsibilities,  a  philosophy  that 
has  helped  us  become  known  for 
establishing  standards  of  good  taste. 
Every  day  we  work  to  realize  this 
philosophy  around  the  world,  through 
contributions  to  local  communities, 
environmental  protection  and  cultural  exchanges.  These 
include  our  membership  in  the  UN  Global  Compact  to 


World  Business  Council  for  Sustainab 
Development.  Our  commitment  to 
provide  our  customers  with  quality 
products  is  enhanced  by  strict  adherer 
to  ethical  standards  and  a  strong  sense 
of  mission,  everywhere  we  do  business. 
The  success  of  this  philosophy  is  apparer 
in  our  global  growth.  Today  Kikkoman  is 
one  of  the  world's  oldest  and  most 
well-known  brands,  appreciated  around1 
the  world  for  its  original  taste  and 
contribution  to  the  enjoyment  of  good 
food.  Production  facilities  in  Japan,  the 
U.S.A.,  Europe,  and  Asia  help  support  sales  in  more  than 
one  hundred  countries,  and  spread  our  message  to  every 


support  human  rights,  labor  and  the  environment  and  the         person  who  appreciates  the  special  qualities  of  our  product: 


KIKKOMAN 


Kikkoman  Corporation 

2-1  -1 ,  Nishi-Shinbashi,  Minato-ku,  Tokyo  105-8428,  Japan 
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aiming  for  the  Top  of  the  World's 
inancial  Industry 

"he  October  1 ,  2005  merger  of  Mitsubishi  Tokyo  Financial 
aup,  Inc.  (MTFG)  and  UFJ  Holdings,  Inc.  (UFJ)  has  created 
an's  largest  financial  institution,  Mitsubishi  UFJ  Financial 
3up,  Inc.  (MUFG).  With  its  market-leading  presence  in  Asia, 
JFG  offers  a  wide  range  of  financial  services,  including  com- 
rcial  banking,  securities,  trusts  and  investment  banking.  As 
ef  executive  of  the  financial  services  group,  Nobuo  Kuroyanagi 
made  it  his  mission  to  secure  a  stable  position  among  the  world  s 

"Globally  renowned  companies  usually 
deal  with  five  or  so  top-tier  banks,  and  we 
aim  to  be  one  of  them. " 

five  financial  groups  in  terms  of  total  market  capitalization.  "We 
ird  this  as  die  most  comprehensive  measure  of  a  bank's  strength, 
will  continue  to  increase  profitability  to  achieve  our  goal,"  he 
^s  emphatically. 

jlobally  renowned  companies  usually  deal  with  five  or  so  top-tier 
ks,  and  we  aim  to  be  one  of  them,"  Kuroyanagi  says.  "Imagine 
three  of  the  banks  are  U.S.-based  and  another  is  European;  the 
|  one  should  be  an  Asian  bank.  Since  both  Japanese  and  non- 
IJiese  multinationals  are  expanding  in  the  Asian  region,  it  is 
|efore  important  from  their  perspective  to  be  able  to  work 
1  a  financial  group  that  has  an  intimate  knowledge  of  the 
n  market.  Clearly  MUFG  is  very  well  positioned  to  meet  that 
1  as  we  are  already  one  of  the  premier  banks  in  this  fast- 
ving  region,  particularly  in  China.  We  see  our  role  as  that  of  a 
ge  between  Asia  and  the  rest  of  the  world."  Having  secured  a 
lg  position  domestically,  with  die  most  extensive  Asian  network 
ly  Japanese  bank,  Kuroyanagi  is  confident  that  his  group  will 
are  one  of  those  top-tier  global  slots.  "Our  domestic  business  in 
ki,  which  has  been  strengthened  through  the  merger,  is  the 
l  erstone  of  our  operations.  Our  strategy  to  stand  among  the 
d's  top  five  banks  is  founded  on  three  simple  yet  ambitious 
:  becoming  number  one  in  international  scope,  trustworthiness 
customer  service." 

th  MTFG  and  UFJ  were  born  of  the  amalgamation  of  smaller 
cial  institutions.  MTFG  was  formed  by  the  combination  of 
Bank  of  Tokyo-Mitsubishi,  Ltd.  and  The  Mitsubishi  Trust  and 
ing  Corporation  in  200 1 ,  while  UFJ  was  created  by  the  merger 
l^en  The  Sanwa  Bank,  Limited,  The  Tokai  Bank,  Limited,  and 
Toyo  Trust  and  Banking  Company,  Limited,  also  in  2001. 
ese  mergers  epitomized  the  consolidation  that  has  taken  place  in 
jnce  overcrowded  Japanese  banking  industry  over  the  past  five 


Nobuo  Kuroyanagi 

President  and  CEO,  Mitsubishi  UFJ  Financial  Group,  Inc. 

years,  a  trend  Kuroyanagi  describes  as  in  line  with  developments  in 
other  major  countries.  "Japanese  banks  were  beset  with  nonperforming 
loans  and  other  contingencies  in  the  post-bubble  years,  but  thanks  to 
testructuring,  they  have  finally  put  those  in  the  past  and  are  ready  to 
move  forward  to  catch  up  with  global  competitors.  Our  merger  with 
UFJ  has  significantly  improved  our  competitiveness  by  strengthening 
our  core  businesses,  increasing  our  scale,  which  is  important  in  global 
markets,  and  improving  the  quality  of  our  products  and  services.  All  of 
these  factors  have  greatly  enhanced  our  leadership  position." 

Kuroyanagi  certainly  knows  the  responsibilities  of  leadership. 
His  career  includes  a  tenure  as  CEO  for  the  Americas  in  New 
York  from  2000  to  2002,  a  period  during  which  the  9/1 1  terrorist 
attacks  occurred.  The  challenges  everyone  faced  were  extraordinary. 
"I  realized  the  importance  of  giving  clear  direction  during  a  time 
of  shock  and  chaos  to  ensure  the  safety  of  our  staff  and  their  fami- 
lies and  the  seamless  continuation  of  business  for  our  customers," 
he  recalls,  also  referring  to  his  experience  in  dealing  with  the  crisis 
in  the  wake  of  the  Kobe  earthquake  in  1995  when  he  was  the  gen- 
eral manager  for  the  banking  division. 


ioo  Kuroyanagi  joined  The  Mitsubishi  Bank,  L  imited  in  1 965.  He  became  a  general  manager  for  systems  operation  in  1 990  and  managing  director 
CEO  for  the  Americas  in  2000  before  being  named  president  of  The  Bank  of  Tokyo-Mitsubishi,  Ltd.  and  president  and  CEO  of  Mitsubishi  Tokyo  Financial 
\up,  Inc.  in  2004.  An  energetic  outdoor  sportsman  who  believes  in  always  keeping  active,  Kuroyanagi  enjoys  watching  soccer  and  playing  tennis  In 
\'ree  time.  www.mufg.jp/english/ 
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A  Dream  Car  for  a  Better  Globe 


IKatsuaki  Watanabe 
President,  Toyota  Motor  Corporation 

It  seems  obvious  to  outside  observers  that  Toyota  is  one  of  the 
world's  great  companies.  Just  don't  try  telling  that  to  Katsuaki 
Watanabe,  who  became  president  in  June  2005.  A  polished,  smil- 
ing gentleman  with  a  soft-spoken  air,  Watanabe  is  also  a  decisive 
leader  with  strong  opinions.  "I  don't  think  of  Toyota  in  that  way," 
he  says  firmly.  "People  are  always  praising  us,  but  I  tell  my  people 
to  be  wary  of  compliments.  As  soon  as  we  start  feeling  satisfied  with 
ourselves,  we  become  complacent.  As  president,  I  cannot  allow 
that  to  happen." 

Watanabe's  "try  harder"  thinking  reflects  a  deep-rooted  spirit 
within  Toyota  -  think  of  the  kaizen  (constant  improvement) 
practice  introduced  decades  ago.  "We  have  so  much  to  accom- 
plish," the  president  says.  "Just  as  one  example,  look  at  hybrid 
vehicles,  an  area  where  people  say  we  are  already  world  leaders. 
Last  year  we  sold  roughly  200,000  units,  and  we  are  not  even 
close  to  meeting  market  demand.  But  we're  only  getting  started 
with  hybrids.  Today's  models  are  exceptionally  good  cars,  both 
in  terms  of  environmental  and  driving  performance,  but  we 
know  we  can  make  them  better." 


Like  his  company,  Watanabe  seems  to  focus  on  ton 
row's  challenges  rather  than  celebrating  achievements, 
may  help  to  explain  how  Toyota  doubled  its  share  of 
all-important  North  American  market  in  only  a  decade, 
why,  of  the  60  million  vehicles  sold  annually  by  the  woi 
car  companies,  10%  are  made  by  Toyota.  Last  term, 
company  recorded  record-high  levels  of  vehicle  produc 
and  sales,  and  the  reasons  are  easy  to  see. 

"As  soon  as  we  start  feeling  satisfied  with 
ourselves,  we  become  complacent.  As  president 
I  cannot  allow  that  to  happen. " 

Quality  is  always  a  key  factor  in  Toyota's  success.  Yet  if 
ask  Watanabe  about  the  firm's  reputation  for  outstam 
quality,  he  may  surprise  you  -  unless  you  understand  Toy« 
way  of  thinking.  "Imagine  that  we  produced  only  one  d< 
tive  car  out  of  several  million,"  he  says.  "Most  people  w< 
say  that's  astoundingly  good  quality  control.  But  if  you're 
person  who  buys  that  one  car,  from  your  perspective 
defect  ratio  looks  like  100%.  We  cannot  forget  that.  We 
strive  to  be  even  better." 

Watanabe's  sense  of  responsibility  extends  well  bey 
Toyota's  customers.  "As  any  business  becomes  more  gle 
society's  expectations  of  its  environmental  and  social  co 
butions  increase.  Toyota  has  production  bases  in  27  coun 
and  sales  offices  in  about  170.  We  sincerely  believe  tha 
must  do  more  than  contribute  to  the  economic  developr 
of  these  countries  through  our  business  operations;  we  r 
grow  in  harmony  with  each  local  society  and  at  the  same 
act  responsibly  as  a  member  of  the  global  society.  Toyo 
always  striving  to  be  a  good  corporate  citizen." 

On  a  more  personal  note,  Watanabe  talks  a  bit  abou 
own  dream  -  a  car  of  the  future:  "My  dream  car  is  absoh 
safe  -  it  does  not  collide  with  other  vehicles  or  crash,  at 
does  not  hurt  anyone;  it  is  not  only  environmentally  so 
but  environmentally  positive:  it  actually  cleans  the  air 
runs;  and  of  course,  it  is  fun  to  drive.  This  dream  car  is  ba 
by  superb  service  worldwide,  sells  at  an  affordable  price 
ultimately  produces  more  satisfied  car  owners  than  ever  b« 
in  history." 

Watanabe  winks  as  he  mentions  that  his  "dream"  has 
passed  on  to  Toyota's  development  team,  who  are  air 
hard  at  work  finding  ways  to  make  that  dream  come  true. 


A|   Since  join;        ifa  in  1964  upon  graduation  from  Keio  University,  Katsuaki  Watanabe  always  made  sure  not  to  limit  himself  to  just  a  single  are; 
expertise,  se  -nad  range  of capacities.  This  experience  was  rewarded  when  he  was  named  president  in  2005.  In  his  personal  time,  Watan\ 

enjoys  golf  and  tennis,  and  is  also  an  amateur  singer  who  participates  in  a  men's  chorus. 

www.toyota.ca 
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Protecting  the  environment  is 
safeguarding  the  future. 

At  The  Kansai  Electric  Power  Co.,  Inc.,  we  recognize  keenly  that  the  quality  of  life  in  future  generations 
depends  on  the  actions  we  take  today.  That's  why,  as  the  leading  provider  of  power  to  the  Kansai  region  — 
which  encompasses  the  major  cities  of  Osaka,  Kyoto,  Kobe  and  Nara  —  we  are  strategically  focused  on 
protecting  the  Earth's  environment.  For  nearly  two  decades,  in  collaboration  with  partners  worldwide  we 
have  actively  developed  and  vigorously  promoted  the  adoption  of  new  technologies,  new  products  and  new  attitudes 
all  targeting  environmental  responsibility.  Our  efforts  are  reaping  important  results  —  as  recently  confirmed,  for 
example,  by  a  hydropower  project  carried  out  under  our  leadership  in  the  Kingdom  of  Bhutan  that  was  officially 
registered  as  a  "Clean  Development  Mechanism  (CDM)"  project  by  the  United  Nations. 


THE 

O  KANSAI 


ELECTRIC  POWER  CO..INC. 


www.kepco.co.jp 


Social  Responsibility  Entails  Safety 
As  Top  Priority 


Mutsutake  Otsuka 

President  and  CEO,  East  Japan  Railway  Company 


Commitment  to  safety  as  a  railway  operator  is  a  subject  of  foremost 
importance  for  Mutsutake  Otsuka,  president  and  CEO  of  East  Japan 
Railway  Company  (known  as  JR  East).  "Historically,  the  railway  in 
Japan  is  the  social  infrastructure  element  most  intimately  intertwined 
in  our  daily  lives.  Our  goal  is  to  deepen  that  relationship  even  further," 
Otsuka  says.  "And  that's  what  we  envision  as  our  corporate  social 
responsibility  (CSR)." 

But  this  sense  of  responsibility  becomes  even  more  apparent  when 
you  realize  the  scale.  Serving  16  million  travelers  daily  on  13,000 
trains  run  on  a  network  covering  metropolitan  Tokyo,  as  well  as 
long-distance  trains  centering  on  Shinkansen  lines  that  unite  cities 
across  eastern  Japan,  the  company's  greatest  concern  is  safety, 
including  extraordinary  situations  such  as  a  major  earthquake. 

The  company  s  safety  preparedness  was  put  to  a  serious  test  on 
October  23,  2004.  While  running  at  a  speed  of  200kph,  a  Tokyo- 
Niigata  Shinkansen  train  was  derailed  by  a  massive  earthquake 
measuring  7  on  the  Richter  scale  (2,515  gals)  in  Niigata,  while 
passing  near  the  epicenter.  Otsuka,  in  London  on  an  investor  rela- 
tions tour,  cancelled  all  appointments  to  be  present  at  the  scene. 


"We  have  been  preparing  for  this  kind  of  worst-case  contingei 
since  the  Kobe  earthquake  in  1995.  Our  advance  measures  m 
mixed  the  effect  of  the  Niigata  crash  caused  by  the  derailment 
the  point  that  nobody  was  even  injured,"  Otsuka  declares  w 
pride.  "When  I  saw  the  derailed  Shinkansen  train,  leaning  to  < 
side  but  still  barely  standing,  I  realized  the  train  is  what  had  saved 
passengers'  lives.  I'd  never  been  so  moved."  Otsuka  is  unabashc 
proud  of  his  company's  corporate  culture,  in  which  every  sir 
employee,  regardless  of  position,  is  aware  of  his  or  her  responsibi 
to  ensure  safety  throughout  the  entire  operation. 

Off-duty  maintenance  personnel  and  other  staff  immedia 
rushed  to  where  they  were  needed  to  restore  service  after  the  eai 
quake.  In  just  66  days,  the  Shinkansen  resumed  operation  in  ti 
for  the  busy  New  Year's  travel  season.  Over  the  past  18  years, 
company  has  invested  ¥1.6  trillion  ($14  billion)  in  safety  measui 

Ecology  is  another  pillar  in  JR  East's  concept  of  CSR.  Curren 
it  is  pushing  for  trains  that  even  further  minimize  the  burden  on 
environment.  Of  the  cars  in  operation,  76%  are  already  enei 
saving.  For  the  future,  the  company's  engineers  are  working  o 
Shinkansen  train  that  runs  at  360kph  without  increasing  nc 
or  environmental  impact.  They  are  also  working  on  the  N 
Energy  Train,  the  world's  first  fuel  cell  hybrid  train.  In  this  way. 
East  is  continuously  working  to  reduce  its  effect  on  the  environrr 
by  integrating  environmental  protection  goals  directly  i 
business  operations. 

"When  I  saw  the  derailed  Shinkansen  train,  leanin 
to  one  side  but  still  barely  standing,  I  realized  the 
train  is  what  had  saved  the  passengers '  lives. " 

Otsuka  emphasizes  the  importance  of  improving  his  compa; 
profitability  in  terms  of  social  responsibility.  "Unless  we  ha\ 
sound  financial  base,  we  can't  ensure  passenger  safety,  envit 
mental  integrity  or  quality  customer  service,"  he  says. 

That's  why  he  is  intent  on  expanding  his  company's  Life-S 
Business  division  in  order  to  derive  profitability  from  non-rail' 
operations  as  well.  Within  this  third  pillar  of  business  is 
company's  Suica  card,  which  has  expanded  beyond  its  role 
prepaid  rail  pass  to  work  as  e-money.  To  date  14  million  cs 
have  been  issued,  guaranteeing  their  place  as  a  key  tool  for  fui 
business  expansion.  "This  marked  our  entry  into  IT.  And  fi 
our  IT  Business  Headquarters,  established  in  July  2005,  we  \\ 
to  propose  a  new  lifestyle  via  the  Suica  card."  Clearly,  Otsuka 
JR  East  headed  on  the  right  track. 


Mutsutake  Otsuka  was  born  in  Beijing,  where  his  father  was  working.  He  joined  the  Japanese  National  Railways  in  1965  and  continued  to  rise  wiffi 

JR  East  when  it  was  formed  in  1 987.  Working  hard  as  president  and  CEO  since  2000,  Otsuka  has  a  passion  for  music  and  golf. 

J 
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Who  can  lead  you  to  the  world's 
financial  markets? 


Nomura,  as  Japan's  leading  investment  bank,  links  clients'  needs 
with  resources  and  delivers  focused,  solution-based  services  across 
the  globe.  For  details,  visit  www.nomura.com 


NOAMJRA 


Nomura  is  the  global  marketing  name  of  Nomura  Holdings,  Inc.  (Tokyo)  and  its  direct  and  indirect  subsidiaries  worldwide  including  Nomura  International 
(Hong  Kong)  Ltd,  Nomura  Securities  International,  Inc.  (New  York),  a  member  of  NASD,  NYSE  and  SIPC  and  Nomura  International  pic  (London),  authorised 
and  regulated  by  the  Financial  Services  Authority  and  member  of  the  LSE. 


MHl  is  building  wing  boxes  for  the  Boeing  787  Dreamliner 

When  Boeing  was  looking  for  a  partner  to  design  and  manufacture  wing  boxes 
—  the  largest  structural  components  of  aircraft  wings  —  for  its  next-generation 
787  Dreamliner,  it  turned  to  Mitsubishi  Heavy  Industries.  It  chose  MHI  for  its 
advanced  technology  and  proven  reliability.  The  event  marks  the  first  time  the 
U.S.  aircraft  giant  has  entrusted  wing  box  development  to  an  overseas 
manufacturer. 


www.mhi.co.jp 
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ights  Set  on  Markets  of  Untapped  Potential 


vloriyuki  Inoue's  horizons  have  broadened  remarkably  of  late, 
rtually  all  his  life  he  favored  lilting  tunes  with  a  folksy  bent 
rg  by  domestic  crooners.  Today  he  finds  himself,  somewhat 
:xplicably  even  to  himself,  enamored  of  classical  music  - 
nphonies,  concertos,  operas,  piano  sonatas.  So  great  is  his 
nsformation  that  he  now  serves  as  head  of  the  board  of 
ectors  of  the  Kansai  Philharmonic  Orchestra, 
noue's  musical  metamorphosis  coincides  with  an  equally  visceral 
tnge  under  way  at  the  company  where  he  serves  as  chairman  and 
iO:  Daikin  Industries,  Ltd.  Daikin  has  long  ranked  No.  1  in  Japan 
the  manufacture  of  air-conditioning  and  refrigeration  systems,  in 
lition  to  maintaining  a  solid  presence  in  fluorochemicals,  among 
merous  other  fields.  The  company  also  holds  the  No.  3  spot  in 
2  operations  worldwide.  In  recent  years,  that  position  has  been 
tained  by  expanding  business  in  the  buoyant  Chinese  and  Euro- 
n  markets.  Now,  however,  under  Inoues  visionary  leadership  the 
npany  is  turning  its  sights  to  the  significant  American  market. 
Daikin  has  traditionally  performed  poorly  in  the  U.S.  -  and 
h  good  reason,"  Inoue  explains.  "99%  of  all  A/C  systems  in 
U.S.  are  of  the  duct  type  -  the  kind  used  for  central  heating 
cooling.  Daikins  A/C  products,  on  the  other  hand,  have  been 
inly  of  the  ductless  variety,  because  Japan  overwhelmingly 
Drs  separate  room  units,  which  tend  to  be  more  economical  to 
rate.  Worldwide,  however,  duct  type  systems  are  a  ¥2  trillion 

"Were  focusing  squarely  on  developing 
innovative  high-tech,  low-cost  systems. " 

7  billion]  market  -  equivalent  to  the  scale  of  the  ductless 
ket  we've  long  been  targeting.  Over  the  next  several  years  we 
nd  to  go  after  that  other  market. . .  aggressively." 
ow  does  Daikin  expect  to  succeed  in  that  market,  which  is 
ently  dominated  by  American  manufacturers?  According  to 
le,  by  developing  state-of-the-art  equipment  matching  the 
ving  requirements  of  the  U.S.  A/C  market,  particularly  with 
:ct  to  environmental  compatibility.  "From  January  1,  new  reg- 
ons  on  A/C  operating  efficiency  take  force  in  the  United  States. 
y  apply  to  residential  A/C  systems,  which  must  now  meet  the 
died  'SEER  13'  standard."  SEER  stands  for  "seasonal  energy 
ency  ratio,"  and  starting  this  month  U.S.  consumers  who  install 
central  systems,  or  replace  their  old  systems,  are  required  to 
hase  units  meeting  the  new  standard.  Such  systems  operate 
efficiently,  thus  trimming  electricity  bills,  but  they  carry  higher 
tags  than  units  complying  with  the  earlier  SEER  10  standard. 


INoriyuki  Inoue 
Chairman  of  the  Board  and  CEO,  Daikin  Industries,  Ltd. 

"At  Daikin,  we're  focusing  squarely  on  developing  innovative  high- 
tech, low-cost  systems  meeting  SEER  13  requisites,"  Inoue  elabo- 
rates. "In  particular,  we're  working  to  develop  a  lineup  of  A/C  units 
that  will  rely  totally  on  natural  refrigerants  like  carbon  dioxide,  in  or- 
der to  reduce  use  of  hydrofluorocarbon  [HFC]  refrigerants."  Re- 
search and  development  is  said  to  be  making  rapid  progress,  and  the 
company  is  also  actively  pursuing  tieups,  cooperative  relationships 
and  acquisitions  to  ensure  its  success.  A  new  sales  arm  was  also  set  up 
in  Texas  last  November  in  anticipation  of  the  new  product  lineup. 

The  aggressive  initiatives  Daikin  is  taking  into  the  duct  A/C 
market  form  the  centerpiece  of  "Fusion  10,"  the  company's  new 
five-year  management  strategy  set  for  launching  this  April.  Under 
that  program,  Daikin  looks  to  become  No.l  globally  in  both 
A/C  and  fluorochemicals  operations  by  2010.  It  also  aims  to 
boost  its  presence  dramatically  in  peripheral  markets  such  as 
maintenance,  solutions  and  services  -  which  collectively  constitute 
another  ¥2  trillion  global  market. 

With  Inoue  skillfully  wielding  Daikins  baton,  standing  ovations 
cannot  be  far  away. 


riyuki  Inoue  became  Daikin 's  chairman  in  2002.  Presently  in  the  final  year  of  "Fusion  05, "  Its  current  five-year  plan,  the  company  confidently  anticipates 
2th  consecutive  year  of  profit  growth  in  the  fiscal  year  ending  in  March. 

www.daikin.com 
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Surf  the  Wave  of  Social  Change 


I  Kagemasa  Kozuki 

I  Chairman  of  the  Board  and  CEO,  Konami  Corporation 

Kagemasa  Kozuki,  CEO  of  Konami  Corporation,  a  leader  in 
electronic  entertainment,  is  on  a  mission.  His  goal  is  to  transform 
Konami  to  meet  the  challenges  of  a  new  business  era  and,  as  he 
says,  "surf  the  wave  of  social  change." 

Kozuki  has  implemented  a  fresh  vision  for  the  company.  "We 
want  to  be  useful  to  society,  to  create  value  for  people  and  prove  our 
raison  d'etre.  We  need  to  be  a  company  that  is  necessary  for  society, 
and  that  is  what  we  should  aim  for  in  business,"  he  explains.  "We 
have  three  main  pillars  of  business:  Digital  Entertainment,  where 
we  are  currently  very  strong;  Health  &  Fitness,  which  is  going  to 
grow  in  importance  in  Japan;  and  Gaming  &  System,  in  which 
we  supply  slot  machines  and  management  systems  for  casinos. 
Gaming  business  offers  growing  potential  worldwide  as  casino 
legalization  is  being  actively  sought  around  the  world.  We're 
the  only  licensed  Japanese  company  working  globally  in  this 
field,  and  I  believe  we  can  leverage  that  in  the  future." 

With  Kozuki  at  the  helm,  Konami  has  grown  into  a  top  entertain- 
ment company,  producing  such  blockbuster  video  games  as 
Yu-Gi-Oh!  and  Metal  Gear  Solid.  Nevertheless,  Kozuki  felt 


increasing  frustration  with  the  inefficiencies  of  the  traditio 
Japanese  corporate  structure.  In  November  2005,  Kona 
announced  it  would  create  a  holding  company  to  make  itself  m 
attractive  to  Western  investors.  "We  have  introduced  Western-s 
consolidated  accounting,  so  it  made  sense  to  have  a  Weste 
style  corporate  structure  where  only  the  holding  company 
listed.  Now  all  of  our  subsidiaries  fall  under  the  consolida 
group.  We  hope  this  will  attract  more  foreign  investors,  increas 
their  stake  in  Konami,"  says  Kozuki. 

Before  shifting  to  a  holding  company  structure,  Konami 
classified  its  five  business  fields  into  the  three  pillars  descril 
by  Kozuki.  In  particular,  the  Digital  Entertainment  division 
created  by  combining  the  Computer  &  Video  Games,  Toy 
Hobby,  Amusement,  Online  and  Multimedia  divisions  to  rr 
market  needs  for  the  next  ten  years.  Kozuki  explains,  "In 
field,  divisional  barriers  are  disappearing.  By  integrating  un 
one  roof,  it's  much  easier  to  use  content  owned  by  the  Kon; 
group  without  requiring  complicated  property  rights  contr; 
or  incurring  payment  among  subsidiaries." 

"We  need  to  be  a  company  that  is  necessary  for 
society,  and  that  is  what  we  should  aim 
for  in  business. " 

For  Konami,  the  next  stage  of  global  development  means 
longer  relying  on  merely  exporting  Japanese-made  products  c 
seas.  To  this  end,  Konami  now  divides  its  business  world  « 
four  main  markets  -  Japan,  the  Americas,  Europe  and  Asi 
assigning  a  regional  head  to  each.  "North  America  has  twice 
population  of  Japan,  so  it  should  have  at  least  the  same  leve 
sales.  A  good  sales  balance  would  be  one-third  each  in  Nc 
America,  Japan  and  Europe.  North  America  is  very  import 
for  us,  so  in  April  2005  we  assigned  a  senior  managing  directo 
oversee  this  vital  market.  Our  plan  is  to  produce  specific  com 
that  meets  the  demands  of  the  region.  Though  the  Asian  mai 
is  currently  quite  small,  I  believe  in  its  potential.  Our  mid-  ; 
long-term  plan  is  to  develop  a  stable  business  base  wher 
future  sales  are  one-quarter  each  for  North  America,  Jap 
Europe  and  Asia,"  states  Kozuki. 

"In  business,  you  encountet  many  occasions  to  make  decisi* 
and  it  is  important  that  they  be  in  line  with  the  wave  of  so 
change.  I  went  from  jukeboxes  to  arcade  game  machines 
then  home  video  games."  He  goes  on,  "Although  I  beiieve  in 
choices,  I  still  need  to  produce  good  results." 
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Kagemasa  Kozuki  opened  a  jukebox  repair  and  rental  company  in  1969.  In  1973,  he  founded  Konami  Industries  (now  Konami  Corporation),  whichstam 
manufacturing  arcade  game  machines  and  became  a  pioneer  in  the  electronic  entertainment  business  field.  In  addition  to  this,  the  company  is  fljj 
developing  a  wide  range  of  business  areas  including  Health  &  Fitness  and  Gaming  &  System. 

www.konami.ni 


UTOMOTIVE  DESIGN  IS  A  FIELD  FOR 
DREAMERS.  Eventually,  the  best 
i 'earns  become  real.  The  project  ends,  a 
I'.w  one  begins,  and  back  to  the  drawing 
i.ard  the  designers  go.  Our  Calty  Design 
!?search  centers  are  full  of  such  inspired 
learners.  Together  with  the  talented 
gineers  at  Toyota  Technical  Center 
TC),  they  bring  these  dreams  to  life' 


Yet  Calty  and  TTC  may  be  two  of 
Toyota's  best  kept  secrets. 

By  now,  most  people  know  that 
we  build  vehicles  in  the  U.S.**  But  what 
they  might  not  know  is  just  how  much 
we  rely  on  Calty  and  TTC.  They're  an 
integral  part  of  our  investment  in 
America,  and  we  can't  wait  to  see 
what  they  draw  up  next. 


3  Center  for  Automotive  Research  study.  Inc 
tn  vehicles  and  co 


mponents 


are  built  1 


ployees,  and  jobs  created 
y  U.S.  sourced  parts.  <s>2005 
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How  a  President's  Passion  Became 
A  Company's  DNA 


Fujio  Mitarai 

President  and  CEO,  Canon  Inc. 


"My  goal  is  to  see  Canon  become  a  truly  excellent  global  cor- 
poration." Those  who  know  President  and  CEO  Fujio  Mitarai 
have  heard  those  words  for  years.  It  has  become  a  mantra,  part  of 
the  company's  DNA.  Yet  observers  can  only  shake  their  heads 
and  wonder,  for  Mitarai  seems  to  have  already  achieved  that  goal 
and  more.  In  the  decade  since  he  became  president,  Canon's  sales 
have  nearly  doubled  to  $2l)A  billion,  with  an  impressive  $2.9  billion 
in  net  profit  (up  6.2  times  over  ten  years),  while  outstanding  debt 
has  evaporated.  Canon's  stock  has  become  a  global  blue  chip  - 
thai  rare  corporate  giant  whose  growth  seems  unstoppable. 

And,  as  Mitarai  is  happy  to  point  out,  Canon  is  now  leading 
in  almost  every  market  segment  in  which  it  competes.  Compact 
digital  cameras,  digital  SLR  cameras,  copying  machines  and  TV 
broadcast  equipment  are  just  some  of  the  areas  where  the  Canon 
brand  is  a  benchmark  of  quality  and  innovation.  And  users 
haven't  failed  to  notice  its  success.  In  2004,  both  PC  Magazine 
and  PC  World  rated  Canon  tops  in  U.S.  customer  satisfaction 
for  both  cameras  and  printers. 

Much  of  this  success  has  come  in  the  past  decade  as  a  direct 
result  of  Mitarai's  policies.  "Over  the  past  ten  years  we  have 


improved  our  financial  health  and  become  number  one  in 
most  all  our  major  business  areas,"  he  says  earnestly.  "But 
still  have  more  to  do  before  we  can  call  ourselves  a  truly  ex 
lent  global  corporation." 

Since  taking  up  his  current  post,  Mitarai  has  directed  i 
critical  five-year  growth  stages,  and  is  about  to  tackle  a  third 
Phase  I  (1996-2000)  he  instituted  profit-driven  managem 
reforms,  and  in  Phase  II  (2001  -  2005),  a  push  toward  increa 
productivity  and  efficient  product  development,  including 
use  of  "virtual  prototypes"  to  accelerate  development  and  t 
costs.  In  both  phases,  Canon  met  or  exceeded  its  goals, 
what's  left  for  the  future?  "We  will  further  strengthen  ongc 
businesses  by  focusing  our  energies  on  key  devices  and  com 
nents,  especially  sensors,  and  we  will  lay  the  foundation  for 
growth  in  the  decade  beyond  Phase  III,"  Mitarai  expla 
"Research  is  the  key  to  our  continued  success.  We  will  be 
overall  R&D  spending  from  8%  of  consolidated  sales  to  \Q°A 

While  positioned  as  an  imaging  company,  Canon,  he  nc 
has  been  rather  weak  in  moving  image  output,  centering  so  fai 
image  input  products  (still  and  moving),  as  well  as  still  image  < 
put  equipment.  Starting  this  year,  the  firm  will  build  a  reputa 
for  display  technology.  "During  Phase  III,  Canon  will  becon 
force  in  large-scale  projection  displays;  small-scale  organic  elec 
luminescent  displays  for  use  in  our  own  digital  still  and  vi 
cameras;  and  also  the  SED  [surface-conduction  electron-emi 

"Research  is  the  key  to  our  continued  success. 
We  will  boost  overall  R&D  spending  from  8%  t 
consolidated  sales  to  10%. " 

display],  a  new,  razor-sharp  display  that  we  feel  offers  several 
vantages  over  today's  plasma  and  LCD  screens.  We  are  code 
oping  the  SED  with  Toshiba  Corporation  and  look  forwan 
marketing  a  large-screen  SED-based  TV  in  the  very  near  futuc 

Yet  developing  a  constant  flow  of  new  imaging  products  is 
enough  for  Mitarai.  He  is  already  looking  far  into  the  hit 
"We  arc  already  beginning  research  in  cutting-edge  fields  sue 
biotechnology,  nanotechnology  and  the  life  sciences.  By  2 
we  will  have  identified  the  most  attractive  new  business  dom 
for  Canon  to  enter  in  the  decade  to  2020." 

Mitarai's  drive  for  excellence  has  indeed  become  pan  of  Can 
DNA.  Just  when  the  firm  appears  to  have  achieved  every  m 
corporate  goal,  it  pushes  back  its  own  finish  line  once  ag 
gathers  its  strength  and  sprints  towards  the  new  challenge. 
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Fujio  Mitarai  joined  the  predecessor  of  Canon  Inc.  in  1961,  after  graduating  from  Chuo  University.  From  1966to  1989,  he  lived  in  North  America,  servh 
as  president  and  CEO  of  Canon  U.S.A.  for  the  last  ten  of  those  years.  Since  assuming  the  helm  of  Canon  Inc.  in  1995,  he  has  strengthened  Cano\ 

financial  and  management  structure. 

www.canon.coi 


he  Remaking  of  a  Global  Manufacturer 


ike  many  of  his  compatriots,  the  topic  that  grabbed  Kazuo 
kuda's  interest  most  during  2005  was  the  issue  of  privatizing 
ins  postal  system.  As  a  focal  point,  the  matter  tested  Japan's 
ingness  to  undertake  widespread  reforms.  Ultimately,  the 
ng  public  replied  with  a  vehement  "yes,"  delivering  Prime 
lister  Koizumi  a  stunning  victory  and  ushering  in  a  new  era  in 
inese  politics  -  an  age  of  unprecedented  transparency  intolerant 
ackroom  dealing  and  cronyism. 

azuo  Tsukuda,  too,  is  reform-minded.  As  president  of  Mitsubishi 
ivy  Industries,  Ltd.,  a  world  leader  in  a  kaleidoscope  of  engineering 
is,  he  knows  that  the  business  methods  that  drove  corporate 
ins  expansion  during  the  20th  century  are  unsuited  to  the  new 
imeters  of  the  globalized  economy  of  the  21st  century.  "Today, 
II  is  pursuing  partnerships  with  overseas  manufacturers  on 
per  levels  than  before,"  he  enthusiastically  notes.  "In  some 
ances  we're  building  ties  with  foreign  enterprises  that  have 
itionally  been  our  competitors.  In  others,  we're  forging  signifi- 
relationships  that  will  enable  us  to  boost  our  revenue  base." 

"Today,  MHI  is  pursuing  partnerships  with 
overseas  manufacturers  on  deeper  levels. " 

;  an  example,  Tsukuda  cites  Midi's  deepening  relationship  with 
.ng.  For  a  number  of  years  his  company  has  been  a  supplier  to 
aircraft  giant,  serving  in  a  supportive  role.  But  now,  MHI  has 
i  selected  by  Boeing  to  design  and  manufacture  wing  boxes  — 
wing  components  -  for  its  next-generation  787  Dreamliner. 
e  new  partnership  will  be  a  big  boon  to  us,"  Tsukuda  beams, 
at  the  same  time  it  comes  with  a  tremendous  weight  of 
pnsibiliry."  MHI  is  preparing  vigorously  for  the  task.  Presently, 
company  is  making  rapid  progress  on  construction  of  a  dedi- 
I  production  plant  in  Nagoya. 

uother  way  MHI  is  reworking  itself  is  through  portfolio 
m.  "The  aim  here,"  Tsukuda  says,  "is  to  modify  product  offer- 
by  whatever  means  may  be  necessary,  in  order  to  boost  both 
op  and  bottom  lines."  Traditionally,  MHI's  meat  and  potatoes 
j)een  its  operations  in  power  systems,  transportation  equip- 
r,  engines  and  environmental  devices.  Today,  the  company  is 
jrtaking  a  plethora  of  new  initiatives  to  create  innovative 
ucts  in  these  as  well  as  other  areas.  One  point  of  emphasis  is 
pursuit  of  product  modularization;  another  is  a  focused 
.nse  to  the  environmental  demands  of  the  new  millennium, 
the  energy  field,  for  example,  we're  exploring  an  array  of  new  tech- 
nics targeted  at  reducing  dependency  on  oil.  Combined-cycle 


Kazuo  Tsukuda 

President,  Mitsubishi  Heavy  Industries,  Ltd. 

gas  turbines,  wind  turbines,  coal  gas  alternatives  and  nuclear  power 
stations  are  just  some  of  the  areas  we're  concentrating  on  in  a  quest 
to  achieve  a  favorable  balance  among  diverse  energy  options."  In 
particular,  MHI  is  actively  promoting  nuclear  power  as  a  clean  and 
safe  source  of  energy.  In  contrast  to  conventional  power  plants 
that  burn  fossil  fuels,  nuclear  power  stations  emit  zero  CO2  -  an 
advantage  that  ever  more  nations  are  finding  too  attractive  to 
ignore.  Tsukuda  states  that  inquiries  are  especially  robust  from  the 
U.S.  and  Europe.  A  complementary  environmental  focus  is  the 
company's  significant  contribution  to  cleaner  air  through  produc- 
tion of  proprietary  desulfurization  systems. 

Clearly,  the  reform  initiatives  under  way  at  MHI  are  working  to 
the  company's  advantage.  In  the  first  half  of  fiscal  year  2005,  order 
receipts,  sales  and  net  profit  all  increased  substantially  from  their 
year-earlier  levels.  And  among  the  facts  and  figures,  one  brings 
Tsukuda  special  delight.  "In  the  first  half,  57%  of  all  new  orders 
came  from  overseas,"  he  effuses.  "It  just  shows  that  our  reforms  are 
already  producing  tangible  results." 

Indeed,  they  are. 


uo  Tsukuda  became  president  of  MHI  in  2003.  Affable,  energetic  and  clearly  focused,  he  is  transforming  how  his  company  will  operate  in  the  globalized 
nomy  of  the  21st  century. 

www.mhi.co.jp/indexe.html 
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trategically  Focused  on  the  Environment 


^  new  era  was  launched  on  February  16,  2005,  the  day  the  Kyoto 
>tocol  -  the  agenda  adopted  in  1 997  at  the  third  Conference  of 
ties  (COP3)  to  the  United  Nations  Framework  Convention  on 
mate  Change  -  entered  into  force.  The  occasion  is  especially  sig- 
icant  for  The  Kansai  Electric  Power  Co.,  Inc.  Kansai  EP  is  the 
gstanding  No.  1  power  provider  to  Kansai  -  the  region  where 
oto,  the  city  now  inextricably  associated  with  the  global  initiative 
:urb  greenhouse  gas  emissions,  is  located. 

^  staunch  commitment  to  environmental  protection  is  nothing 
v  at  Kansai  EP,  however.  Shosuke  Mori,  the  company's  newly 
called  president  and  director,  is  quick  to  point  out  that  Kansai 
started  addressing  environmental  concerns  during  the  very 
ly  stage  of  the  international  community's  endeavor  as  a  con- 
ed force.  "We  adopted  a  global  environment  action  plan  in 
>0,  even  before  the  Earth  Summit  in  Rio  de  Janeiro,"  he  notes, 
lat  plan  swiftly  evolved  into  a  clear  strategy  for  reducing  CO2 
issions  worldwide."  The  company's  strategy  is  appropriately 
aed  the  "New  ERA  Strategy."  The  "E"  stands  for  "efficiency"; 
R"  for  "reduction";  the  "A"  for  "activities  abroad." 

"We  adopted  a  global  environment  action 
plan. . .  even  before  the  Earth  Summit. " 

efficiency"  enhancement  measures  trace  two  complementary  vectors: 
doping  and  promoting  new  energy  solutions,  and  inducing  more 
ient  use  of  energy  by  society  in  general.  One  innovative  product 
sai  EP  is  promoting  vigorously  is  "Eco  Cute,"  electric  heat-pump 
:r  heaters  that  boast  superlative  energy  efficiency:  use  of  CO2  as  a 
ral  refrigerant  reduces  energy  consumption  by  two-thirds.  One  way 
'hich  Kansai  EP  supports  more  efficient  energy  usage  is  through 
cipation  in  the  "Kansai  Green  Power  Fund";  the  company  furnishes 
icial  assistance  toward  construction  of  generating  facilities  reliant  on 
energy  modes  such  as  solar  and  wind  power, 
eduction"  refers  to  lowering  greenhouse  gas  emissions  resulting 
Jy  from  power  supply  operations.  At  Kansai  ER  this  feat  is  being 
ved  first  and  foremost  through  aggressive  promotion  of  nuclear 
ration.  "Today,  nuclear  energy  is  our  core  source  of  power,  meeting 

of  all  output  demand,"  Mori  explains.  "And  nuclear  power  does 
mit  CO2  in  the  course  of  generating  electricity."  Kansai  EP  is  also 
ing  forward  with  a  program  to  refurbish  its  fossil-fiiel-burning 
:r  plants,  to  enable  substantial  trimming  of  CO2  emissions  within 
ear  term.  Additionally,  the  company  is  working  proactively  to  de- 

new  power-generating  systems  more  friendly  to  the  environment; 
ample  is  its  advanced  research  into  solid  oxide  fuel  cells  (SOFC). 


Shosuke  Mori 

President  and  Director,  The  Kansai  Electric  Power  Co.,  Inc.  | 

Kansai  EP's  "activities  abroad"  to  date  encompass  more  than  20 
environmentally  harmonious  projects  in  over  a  dozen  countries. 
These  range  in  scope  from  mangrove  reforestation  in  Thailand  to 
CO2  fixation  and  prevention  of  soil  desalination  in  Australia.  A 
project  of  most  recent  vintage  involved  construction  of  a  micro- 
hydro  power  plant  in  the  Kingdom  of  Bhutan.  This  undertaking 
proved  especially  significant  as  it  marked  the  first  endeavor  led  by 
a  Japanese  power  provider  to  acquire  authorization  as  a  United 
Nations  "Clean  Development  Mechanism  (CDM)"  project. 

Through  these  multifarious  initiatives,  Kansai  EP's  "New  ERA 
Strategy"  is  achieving  solid  results  that  have  already  won  the  com- 
pany impressive  accolades.  "In  September  2005,"  Mori  eagerly 
relates,  "in  recognition  of  our  long-range  commitment  to  protection 
of  the  Earth's  environment  through  reduction  of  greenhouse  gases, 
we  were  listed  among  the  world's  top  60  business  enterprises  by 
the  administrative  authority  of  the  Carbon  Disclosure  Project." 

Under  Mori's  enlightened  new  leadership,  Kansai  EP's  strategic 
focus  on  the  environment  is  sure  to  continue  reaping  synergetic  merits 
for  both  the  company  and  all  mankind,  for  generations  to  come. 


\osuke  Mori,  a  graduate  of  Kyoto  University,  joined  Kansai  EP  in  1963.  After  serving  as  vice  president  for  four  years,  he  became  president  and  director 
\lune  2005.  During  his  university  years,  he  was  actively  involved  in  judo  -  a  legacy  that  is  reflected  in  his  strong  self-discipline  and  forthright  nature. 

www.kepco.co.jp/english/ 
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Slow  Food,  a  la  Japonaise 


I  Yuzaburo  Mogi 

I  Chairman  and  CEO,  Kikkoman  Corporation 

Two  years  ago,  the  U.S.  Surgeon  General  released  a  report 
that  included  the  following  shocking  statement:  "One  out 
of  every  eight  deaths  in  America  is  caused  by  an  illness  directly 
related  to  overweight  and  obesity."  In  fact,  obesity  and 
lifestyle-related  diseases  in  the  West  are  believed  to  be  caused 
mainly  by  the  intake  of  easy,  high-calorie  fast  food.  These 
foods  are  often  eaten  hastily  and  without  pleasure,  leading 
to  overeating.  In  Japan,  eating  alone  at  home,  a  situation  in 
which  a  family  member  eats  individually,  has  become  a 
social  concern  as  it  leads  to  deterioration  of  family  ties. 
Yuzaburo  Mogi,  chairman  and  CEO  of  Kikkoman  Corporation, 
a  diversified  food  manufacturer  and  the  world's  largest  pro- 
ducer of  soy  sauce,  believes  he  can  contribute  to  changing 
the  situation. 

"As  a  food  company,  I  believe  we  have  a  role  to  play  in  shar- 
ing food-related  knowledge,  information  and  experience  that 
contribute  to  a  healthy  and  enjoyable  diet.  It's  not  just  about 
plain  nutrition;  conversation  and  communication  around  the 
dining  table  also  benefit  our  hearts  and  spirits.  It  is  about  the 


making  of  delicious  memories  in  people's  lives  and  contrih 
ing  to  good  mental  health." 

This  is  the  background  against  which  the  Japanese  govc 
ment  recently  enacted  the  Fundamental  Law  of  Food  Educati 
which  goes  beyond  just  health  and  nutrition  to  encompass  f< 
culture  and  a  pleasant  dining  environment.  Some  Japanese  st; 
tics  show  that  children  who  eat  breakfast,  especially  with  tl 
parents,  get  better  grades  in  school.  "We  hope  to  bring  b 

"I  believe  we  have  a  role  to  play  in  sharingfooa 
related  knowledge,  information  and  experience 
that  contribute  to  a  healthy  and  enjoyable  diet. 

the  goodness  of  food,  but  it  doesn't  mean  simply  urging  a  rel 
to  traditional  dishes;  it  is  about  what  you  eat  and  how  you  eat 
Mogi  says.  In  Japan,  Mogi's  efforts  go  as  far  as  sending  Kikkoi 
group  employees  to  schools  and  communities  to  lecture  on  fc 
health  and  related  issues. 

The  head  of  the  world-famous  soy  sauce  manufacturer,  wl 
ubiquitous  red-capped  bottles  can  be  seen  in  many  restaur 
and  homes  in  the  West  and  especially  in  the  U.S.,  believes 
the  flow  of  nutritional  knowledge,  in  which  Japan  learnt 
great  deal  from  the  West  in  the  past  half  century  or  so,  has  : 
been  reversed  as  Japanese  cooking  today  can  set  a  positive  ex 
pie  for  Westerners.  He  explains,  "During  the  past  50  years, 
Japanese  have  taken  in  many  Western  eating  habits,  which 
made  out  people  taller  and  healthier.  But  the  health  benefi 
Japanese  cuisine  have  now  been  widely  tecognized,  and  wt 
ready  to  communicate  them  to  the  rest  of  the  world.  " 

With  this  in  mind,  Mogi  continues  to  lead  his  company 
worldwide  effort  to  seek  new  business  challenges.  In  the  I 
for  instance,  Kikkoman  entered  the  soy  milk  business  in  2 
and  is  also  selling  organic  soy  sauce  through  natural  food  si 
in  order  to  provide  consumers  with  a  wider  variety  of  life 
choices.  In  Japan,  the  company  has  introduced  Uchi  no  Go 
a  line  of  handy  Japanese-style  mixes  that  bring  the  "home 
to  home-cooked  food.  These  packs  contain  sauces  and  s) 
that  allow  the  cook  to  quickly  add  fresh  ingredients  and  pre 
balanced  meals  for  the  whole  family.  In  this  way,  busy  he 
makers  can  still  provide  delicious  and  nutritious  food  wit 
having  to  spend  hours  on  preparation. 

Mogi  himself  is  a  good  advertisement  for  his  company's  p 
ucts.  Tall  and  lean,  this  "Soy  Sauce  Ambassador"  exudes  an  er 
that  belies  his  age  -  he  is  a  true  role  model  for  healthy  living. 


A  descendant  of  the  family  that  started  what  is  likely  Japan  s  oldest  continuously  operating  business,  Yuzaburo  Mogi  joined  Kikkoman  in  1958.  E 
before  rising  to  the  presidency  in  1995,  he  worked  to  revitalize  and  further  internationalize  the  company.  In  2004,  he  was  named  chairman  and  Q 

A  global  thinker,  the  fully  bilingual  Mogi  holds  an  M.B.A.  from  Columbia  University. 

www.kikkoman.ct 


S-20 


Qosmio™  G25  AV  Notebook  PC 


novation  by  design. 


tellite 

art  notebooks  for  every  budget. 


era 


reliability  business  demands. 


rtege 

I,  light  and  powerful. 
smioT 

-1  personal  entertainment  center. 


fe-etto® 

er  of  a  desktop  in  the  palm  of  your  hand. 


At  Toshiba,  innovation  shines  through  in  everything  we 
do.  Our  sole  focus  is  mobile  technology,  and  for  20 
years  we've  worked  to  make  notebooks  smaller,  thinner 
and  more  functional.  Inspired  by  the  needs  of  mobile 
PC  users,  we're  committed  to  improving  the  security, 
durability,  connectivity  and  performance  of  our  notebooks. 
That's  innovation  you  won't  find  anywhere  else. 
That's  innovation  360°. 

Where  can  innovation  take  you?  ToshibaByDesign.com 


M 


TOSHIBA 


Portege.  Satellite  and  Tecra  are  registered  trademarks  and  Qosmio  is  a  trademark  of  Toshiba  America  Information  Systems,  Inc.  or  Toshiba  Corporation,  Windows  is  a  registered  trademark  of  Microsoft  Corporation  in  the  United  Stales  and/or 
puntries.  All  other  products  and  names  mentioned  are  the  property  of  their  respective  owners.  Availability,  specifications  and  configurations  may  vary  by  country  or  region.  32005  Toshiba  America  Information  Systems,  Inc.  All  rights  reserved. 
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A  Changing  Stance  Toward  Investment 
Yields  New  Opportunities 


! Nobuyuki  Koga 
President  and  CEO,  Nomura  Holdings,  Inc. 

It  was  just  over  four  years  ago  that  Japan's  best-known  brokerage 
reorganized  itself  and  its  affiliates  into  a  dynamic  new  structure. 
Today  market  leader  Nomura  Securities  Co.,  Ltd.  is  not  only  the 
nation's  top  broker,  but  also  the  core  company  of  Nomura  Group, 
an  expanding  group  of  financial  services  companies  united  under 
parent  company  Nomura  Holdings,  Inc. 

"When  we  formed  Nomura  Holdings  in  October  2001,  we 
wanted  to  look  beyond  the  traditional  bounds  of  the  securities 
business  to  offer  our  clients  superior  services  and  solutions," 
explains  President  and  CEO  Nobuyuki  Koga. 

Koga  says  mat  mis  drive  to  broaden  the  scope  of  Nomura's  business 
reflects  major  shifts  in  both  the  regulatory  environment  and  the  way 
people  approach  handling  their  money  in  general.  Individual  investing 
has  made  a  big  comeback  in  Japan  over  the  last  year,  aided  by  a 
number  of  factors.  First,  thanks  to  the  Japanese  government's  "from 
saving  to  investment"  policy,  including  tax  breaks  on  capital  gains 
and  dividends,  people  are  beginning  to  move  money  from  risk-free 
bank  accounts  into  higher-yielding  investments,  especially  as  interest 
rates  on  bank  deposits  have  remained  near  zero  for  over  a  decade  now. 


Secondly,  last  April  the  government  ended  its  blanket  guarant 
on  personal  bank  deposits,  further  prompting  individuals 
shift  some  of  their  savings  into  investment  products.  For 
country  with  over  $12  trillion  in  household  financial  asse 
this  move  holds  tremendous  potential.  "People  have  begun 
see  the  advantages  and  importance  of  investing  as  a  part 
their  overall  life  plan,  and  we  are  expanding  our  services 
response,"  remarks  Koga. 

"Smooth  M&A  transactions  that  benefit  all 
parties  may  not  make  exciting  headlines,  but 
they  make  good  business  sense. " 

In  particular,  mutual  fund  inflows  have  jumped  over  the  p; 
year.  Nomura  Asset  Management,  Nomura  Group's  core  as: 
management  company,  has  seen  a  rapid  rise  in  sales  of  its  muti 
funds,  not  only  by  Nomura's  financial  advisors,  but  also  by  partr 
banks  and  even  the  Japan  Post,  which  just  started  marketi 
mutual  funds  to  the  public  this  past  October. 

Koga  points  out  that  it  is  not  only  individuals  who  are  looking 
Nomura  for  new  services.  Companies  have  become  open  to  n< 
ideas,  no  longer  focusing  only  on  strengthening  their  balance  shee 
but  also  looking  at  new  strategies  to  increase  shareholder  value. 

One  such  strategy  is  M&A..  Koga  notes  that  "there  were  a  fi 
exceptionally  'noisy'  takeover  stories  in  the  past  year,  which  son 
times  put  M&A  activity  in  an  unfavorable  light,  but  the  reality 
that  M&A  is  gradually  becoming  understood  as  a  valuable  manaj 
tnent  tool  for  Japanese  companies  to  achieve  strategic  growth." 

Koga  is  perhaps  too  modest  to  mention  it,  but  Nomura's  Mfi 
advisory  services  were  ranked  first  in  Japan  in  the  past  fiscal  year.  T 
firm  was  involved  in  some  of  the  biggest  domestic  mergers  as  well 
cross-border  acquisitions  for  Japanese  companies. 

He  pauses  a  moment,  perhaps  reflecting  on  the  contrast  betwe 
the  way  his  firm  does  business  and  the  flashy,  media-oriented  tal 
over  bids  of  last  year.  "Smooth  M&A  transactions  that  benefit 
parries  may  not  make  exciting  headlines,"  Koga  says  earnestly,  "I 
they  make  good  business  sense." 

He  points  out  that  deregulation  has  broadened  the  range  of  servii 
that  Nomura  Group  companies  can  engage  in  and  has  opened 
new  possibilities  for  future  expansion.  Many  outside  observers  spa 
late  about  what  new  business  areas  Nomura  will  enter  in  the  comi 
years,  but  Koga  only  smiles:  "Ultimately,  it  is  our  customers  who  v 
decide  what  areas  we  will  expand  into.  Our  aim  is  to  respond  to  tr 
needs  and  continue  to  provide  them  with  superior  services." 


HBf ;  |   Aner  graduating  from  the  University  of  Tokyo,  Nobuyuki  Koga  joined  Nomura  Securities  in  1974.  He  was  appointed  a  director  of  the  firm  in  1995.  A 
)   200  /  he  became  COO  of  Nomura  Holdings,  Inc. .  and  in  2003  was  named  president  and  CEO.  In  addition  to  his  responsibilities  at  Nomura,  Koga  is  \ 
~        key  member  of  the  U.S. -Japan  Private  Sector/Government  Commission,  a  high-level  advisor]' body  to  the  leaders  of  both  countries. 

www.nomura.cori! 


Exciting  Air  Solutions/ 

Some  like  it  hot;  some  don't.  That's  why  DAIKIN's  revolutionary  VRV*system  offers  a  choice. 
Refreshingly  cool,  toasty  warm,  or  nothing  at  all  when  nobody's  there. 
All  with  one  system  and  at  the  same  time.  Exciting  air  solutions  for  maximum  comfort. 

VRV*  Variable  Refrigerant  Volume 
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AIR  CONDITIONER 
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Frontier  Spirit 


I  Eizo  Kobayashi 

I  President  and  CEO,  ITOCHU  Corporation 


In  the  1980s,  Itochu  Corporation,  Japan's  leading  general  trad- 
ing company,  seemed  poised  for  fast  growth,  constantly  adding 
more  subsidiaiy  companies.  The  burst  of  the  bubble  economy, 
however,  meant  that  the  company  had  to  reconsider  how  it  was 
doing  business.  Says  Eizo  Kobayashi,  president  and  CEO,  "Our 
previous  two-year  midterm  plan,  Super  A&P-2004,  allowed  us  to 
successfully  restructure  every  element  of  our  group  and  get  back 
into  profitability,  so  now  is  the  perfect  time  for  us  to  shift  from  the 
defensive  to  an  aggressive  business  style.  This  is  where  our  current 
business  plan,  Frontier  2006,  comes  into  play." 

The  two  pillars  of  Frontier 2006,  according  to  Kobayashi,  are:  the 
Shift  to  Aggressive  Business  and  Enhancement  of  Solid  Manage- 
ment. He  sees  Aggressive  Business  as  realizing  healthy  growth  by 
focusing  on  business  segments  in  which  Itochu  can  demonstrate 
competence,  exhibiting  both  lateral  and  vertical  strengths,  and  by 
creating  new  businesses.  He  explains,  "Having  cut  the  number  of 
subsidiaries,  I  now  want  better  performance  from  each.  I  don't 
mean  that  we  are  expecting  miracles,  but  I  do  expect  all  divisions  to 
cooperate  laterally  instead  of  searching  only  for  vertical  growth." 


Kobayashi  is  also  looking  for  growth  outside  Jap 
"Currently,  approximately  45%  of  revenue  comes  from  o' 
seas,  and  we  expect  this  to  exceed  50%  by  March  2007.  We 
particularly  interested  in  the  BRICs  countries:  Brazil,  Ru< 
India  and  China.  Of  these,  China  in  particular  is  definitely  | 
of  our  new  frontier.  Although  we  have  been  doing  busii 
there  for  over  30  years,  it  is  only  quite  recently  that  it  has  de 
oped  a  potentially  lucrative  domestic  market."  In  Septen 
2005,  Itochu  China  Holdings  Co.,  Ltd.,  a  wholly  owned  s 
sidiary  of  Itochu,  acquired  approval  from  the  Chinese  Mini 
of  Commerce  to  act  as  a  regional  headquarters  in  China.  "Fi 
here,"  says  Kobayashi,  "the  only  way  is  up." 

This  brings  Kobayashi  to  the  second  pillar  in  Itochu's  plan 
success,  Enhancement  of  Solid  Management.  "In  the  past,  in 
nal  communication  in  Japanese  companies  left  something  tc 
desired.  The  information  flow  was  often  thwarted  by  emplo 
who  did  not  want  to  pass  on  bad  news.  The  results  were  at  be 
sluggish  response  to  problems  and  at  worst  scandals.  Nowad 
we  have  an  unbelievable  array  of  communication  tools,  bi 
someone  in  the  middle  stops  the  information  flow,  it  puts  u 
in  a  vulnerable  position.  If  even  a  single  employee  lies  or  h 
facts  from  others,  it  could  be  enough  to  destroy  the  credibilit) 
have  built  up  over  1 50  years. 

"China  is  definitely  part  of our  new  frontier.  I 
is  only  quite  recently  that  it  has  developed  a 
potentially  lucrative  domestic  market. " 

"I  make  it  clear  that  communication  is  vital  at  all  levels, 
news,  good  or  bad,  especially  bad,  must  make  it  to  the  to 
quickly  as  possible.  I  insist,  therefore,  that  all  general  mana 
hold  weekly  staff  meetings,  which  I  try  to  attend  as  often  as  pi 
ble;  otherwise,  we  discuss  things  in  the  evening  over  a  beer." 

Kobayashi  is  trying  hard  to  ensure  that  Itochu  is  as  transpa 
as  possible,  and  to  do  so  he  is  changing  the  staff  s  mindset.  ' 
of  his  main  priorities  is  healthy  corporate  practice.  He  expk 
"I  strongly  believe  that  Itochu  should  be  a  group  of  good  co 
rate  citizens  with  the  motivation  to  take  on  challenges.  Emplo 
need  to  have  their  own  ambitions,  and  if  they  grow  and  dev 
while  achieving  them,  the  company  as  a  whole  will  be  abll 
fulfill  the  expectations  of  all  stakeholders."  Kobayashi 
the  next  few  years  as  a  period  of  pioneering  -  and  hoc. 
Frontier  2006  business  plan  is  sure  to  be  invaluable  in  leac 
the  way  to  the  future. 


^HflflLj  Bz0  Kobayashi  joined  Itochu  (then  C.  Itoh  &  Co.,  Ltd.)  in  1972,  where  he  gained  invaluable  experience  working  in  Tokyo.  Hong  Kong  and  Los  Angek 

^^HF  With  his  international  outlook  and  expertise  in  information  technology,  he  became  president  and  CEO  in  June  2004  at  the  age  of  55.  Known  for  his  resft 

^^Hl  for  interpersonal  relationships,  Kobayashi 's  devotion  to  his  work  is  apparent  in  his  passion. 

^    *  www.itochu.co 


Our  Aspiration: 
To  Exceed  Your  Expectations. 


Since  October  1,  2005 


MUFG 

Mitsubishi  UFJ  Financial  Group 

&  Bank  of  Tokyo-Mitsubishi  UFJ 

MUFG    Bank  of  Tokyo-Mitsubishi  +  UFJ  Bank 

(to  be  merged  on  January  1,  2006,  subiect  lo  approval  by  the  relevant  authorities) 

CO  Mitsubishi  UFJ  Trust  and  Banking 

MUFG 

CO  Mitsubishi  UFJ  Securities 


bishi  UFJ  Financial  Group  is  listed  on  the  Tokyo,  Osaka,  Nagoya,  New  York  (NYSE  ticker:  MTU),  and  London  stock  exchanges.  WWW.mufg.jp 


THE  400,000  WATER 
lovers  who  will  soon 
receive  Patagonia's  first 
surf-gear  catalog  are 
being  carefully  chosen, 
because  the  40-page  mailing  will 
ost  the  outdoor-apparel  maker 
H  per  recipient,  Morlee  Griswold, 
ts  direct-mail  director,  wants  to 
ero  in  on  surfers  who  are  most 
ikely  to  make  a  purchase. 

To  find  them  Griswold 
urned  to  Abacus,  a  company 
hat  helps  catalogers  identify  the 
nost  receptive  and  lucrative 
ustomers  by  combining  and 
nalyzing  offline  and  online  data 
nined  from  other  companies, 
'atagonia  paid  Abacus  $70  per 
,000  names.  Its  mailing  is  pri- 
narily  aimed  at  single  males 
iho  recently  bought  wet  suits  or 
[tort  boards  from  other  out- 
oor-gear  makers. 

"We  believe  past  purchases 
re  the  best  determination  of 
rhat  you'll  buy  in  the  future," 
lys  Abacus  Chief  Executive 
rian  Rainey. 

But  Abacus  tracks  more  than 
loppers'  buying  habits.  The 
atabase  marketer,  the  largest 
;rving  the  catalog  business,  has  the 
dnny  on  90  million  shoppers,  based  on 
formation  from  1,900  retailers.  These 
)mpanies,  including  Restoration  Hard- 
are  and  Sharper  Image,  anonymously 
)ol  intelligence  on  shoppers  so  they  can 
ospect  for  buyers  from  the  shared  data. 

Abacus  gives  companies  information 
l  shoppers  based  on  their  buying  his- 
ry — from  big-ticket  items  to  knick- 
lacks — often  with  details  about  house- 
)ld  income,  education  and  offspring. 
>acus  rounds  out  data  from  clients  with 
her  research,  allowing  it  to  continually 
•date  personal  dope  on  individual  cus- 
mers.  For  instance,  it  uses  U.S.  Postal 
rvice  data  to  determine  when  someone 
s  moved — a  "trigger  event"  that  may 
ean  a  consumer  is  in  the  market  for  cer- 
n  types  of  items,  such  as  kitchenware. 
Abacus,  which  reported  sales  of  $111 


DIRECT  MARKETING 


Consumer  Spy 

Do  you  have  quirky  tastes  in  mail-order  shopping?  Chances 
are  Abacus  knows  all  about  you  |  By  Helen  Coster 


million  in  2004,  the  last  year  available,  can 
slice  and  dice  customer  intelligence  in  hun- 
dreds of  ways.  It  can  identify  wine  snobs 
who  ski,  for  Patagonia,  or  gardeners  aged 
50-plus  who  might  be  in  the  market  for 
one  of  Vermont  Country  Stores'  cast-iron 
apple  peelers.  Every  year  the  Manchester, 
Vt.  catalog  vendor  gets  hundreds  of  thou- 
sands of  names  from  Abacus,  based  on 
more  than  20  consumer  models. 

The  Abacus  database  is  one  reason  the 
Direct  Marketing  Association  says  2005 
catalog  sales  are  expected  to  rise  6%  to 
$133  billion,  despite  marginal  growth  in 
the  number  of  catalog  shoppers.  Abacus 
doesn't  try  to  convert  Internet  or  store 
shoppers  into  catalog  buyers.  Instead, 
"Abacus'  focus  is  on  getting  every  last 
penny  from  people  who  already  shop  via 
catalogs,"  says  Sherry  Chiger,  editor  of 
Multichannel  Merchant. 


There  are  critics.  "If  customers  knew 
that  all  of  their  purchases  are  being 
pooled  and  shared,  they  would  be  horri- 
fied," says  lason  Catlett  of  Junkbusters,  a 
consumer  privacy  group. 

Online  ad  company  DoubleClick, 
Abacus'  former  owner,  scrapped  plans  to 
cross-reference  data  about  consumers' 
purchasing  behavior  with  their  online 
habits  in  2000,  when  privacy  advocates 
howled.  Abacus'  new  owner,  private 
equity  firm  Hellman  &  Friedman  of  San 
Francisco,  acquired  Abacus  with  the 
$1.1  billion  purchase  of  DoubleClick  last 
July.  It  then  split  them  into  separate  units. 

Catalogers  aren't  concerned.  They 
say  the  database  marketer  helps  avid 
shoppers — and  marketers — find  more 
of  what  they  all  want.  Says  Griswold: 
"We  wouldn't  be  in  business  without 
Abacus."  F 
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COMPANY  OF  THE  YEAR 

Drive  Fast, 
Drive  Hard 

Download  more  TV  shows,  take  more 
pictures,  archive  your  life  in  high-def. 
And  don't  worry  about  running  out 
of  storage  space.  Bill  Watkins  at  SEAGATE 
will  sell  you  more  |  By  Erika  Brown 


H»        mm        ■■ILLIAM  WATKINS  IS  RUNNING  LATE.  [TIE  CHIEF 
flB     SB  executive  °'   Seagate  Technology  hustles 

H    M  B  through  the  tables  at  Birk's  Restaurant  m  Santa 

WSk  mW^m\  fB  Clara,  Calif.,  all  apologies.  He  had  to  zip  down 
BB  §A^V    Highway  101  at  85mph  in  his  Aston  Martin 

H  V  V   V     roadster  to  get  here,  risking  his  sixth  ticket  in  a 
W     wB      vear-  *~*e  yar|ks  off  his  baseball  eap,  wipes  the 
W       W       sweat  from  his  brow  and  begins  to  rant  about 
the  changes  shaking  the  computer  storage  industry. 

"Everything  is  being  disruptive  and  disrupted,"  he  says.  "Disk  drives 
have  been  a  $20  billion  market  for  five  years.  All  of  a  sudden  you're  going 
to  see  phenomenal  growth — an  extra  $10  billion  to  $15  billion." 

Watkins  wants  that  extra.  His  arms  are  bulging  out  of  his  blazer,  and 
he  is  waving  them  around,  banging  his  hands  on  the  table  so  hard  that 
everything  on  it  shakes.  "We're  taking  everything  analog  and  making  it 
digital,"  says  Watkins,  53.  "People  want  to  be  able  to  take  their  pictures, 
videos  and  music  and  move  it  around.  To  do  that,  they're  going  to  need 
g  a  storage  device.  Seagate  has  a  great  opportunity  here.  We  need  to  drive 
§  technology  as  hard  as  we  can  drive  it." 

£  Seagate  is  riding  the  world's  gadget  boom.  Its  1-inch  drives  are  the 
|  archives  for  cameras  and  MP3  players.  Next  year  they  are  headed  for  cell 
1  phones.  Slighdy  larger  drives  are  going  into  Xboxes  and  TiVos  and,  starting 
I  next  year,  into  the  dash  of  your  car.  And  before  long  there  will  be  a  big, 
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.Cdmpany  of  the  Year  Seagate 


I  NEED  MY  PERSONAL  SPACE 

Seagate  now  makes  29  kinds  of  drives,  an  ambitious  effort  to  diversify  away  from 
slow-growth  sales  for  servers  and  PCs  and  reach  the  world  of  consumer  electronics. 


COMPUTER  DRIVES- 


Barracuda 
500GB 
$430 

CONSUMER  DRIVES 


Cheetah 

73GB 
$530 


Perpendicular 
Technology 
Laptop  Drive 

(due  in  2006) 
160GB 
$325 


Pocket  Drive 

5GB 
$100 


£2a 


Backup  Drive 

400GB 
$360 


Portable  External  Drive 
100GB 
$220 


Compact  Flash  Drive 

8GB 

$260 


Digital  Video  Recorder 
500GB 
$NA 


Videogame 
up  to  40GB 
$NA 


Automobile 

up  to  40GB 
$NA 


honking  Seagate  terabyte  drive  in  your  closet  or  on  your  desktop, 
a  trillion  bytes,  enough  to  hold  half  a  million  photos. 

Seagate,  in  Scotts  Valley,  Calif.,  sparked  the  personal  computer 
revolution  25  years  ago  with  the  first  5.25-inch  hard  drive  for  the 
PC.  But  drive  manufacturers  were  always  the  ugly  kids  in  tech. 


Excess  capacity  and  ever-falling  pri 
meant  slim  profits  in  good  years  and  ste 
losses  in  bad  ones.  Seagate  was  so  und 
valued  that  it  was  taken  private  in  la 
2000  in  a  $2.1  billion  buyout. 

It  is  underappreciated  no  moi 
Retooled  and  relisted  on  the  New  Yo 
Stock  Exchange  in  2002  (the  invest 
group  reportedly  made  six  times 
money  on  the  deal),  Seagate  is  the  bigg« 
and  most  efficient  stand-alone  hard-dri 
maker  in  the  world.  Its  $925  million  n 
for  the  past  12  months  was  three  tim 
what  its  two  nearest  competitors  earne 
combined.  Its  revenue  in  2005  climb 
21%  to  $7.5  billion,  even  as  the  disk  indt, 
try  saw  its  price  per  byte  of  capacity  fall 
40%.  For  2006  analysts  expect  sales 
approach  $9  billion.  By  redefining  stora 
as  a  sexy,  high-growth,  high-return  bu 
ness,  Seagate  earns  its  title  as  the  FORBt 
Company  of  the  Year. 

Storage  demand  shows  no  sign  of  sic 
ing.  Dollar  sales  of  mobile  and  consum 
drives,  which  are  like  miniature  reco 
players,  with  a  tiny  magnetized  head  mo 
ing  over  a  spinning  platter,  will  rise  15% 
year  through  2009,  according  to  Gartm 
on  a  tripling  of  volume  (as  measured 
units).  "One-terabyte  hard  drives  will 
standard  repositories  for  movies,  mus 
and  games  in  the  home,"  says  John  Mo 
roe,  a  research  vice  president  at  Gartner. 

Seagate  has  never  been  a  househo 
name  like  Sony  or  Apple  nor  even  won  t 
brand  recognition  that  Intel  has  won  wi 
its  "Intel  inside"  slogan.  But  it  is  aiming 
be  known  as  something  more  than 
anonymous  partsmaker.  Its  second  ma 
consumer  product,  the  2.5-  and  5-gigaby 
Pocket  Hard  Drive,  out  last  year,  comes 
the  none-too-fiashy  color  combo  of  gr 
and  black.  It's  a  start. 

"My  biggest  challenge  right  now  is  th 
we're  good.  Good  is  your  enemy,"  Watki 
says.  "It  doesn't  let  you  think  about  wh 
else  you  could  be.  We  need  to  be  great.' 

Seagate  is  in  a  technology  race  agair 
flash,  a  variety  of  chip-based  memory  tb 
doesn't  lose  its  bits  when  the  power 
turned  off.  Flash  cards  cost  more  than  equally  capacious  di. 
drives  but  are  lighter,  faster  responding  and  less  power  hungi 
They're  biggest  in  little  places:  cell  phones,  iPods  and  digital  earner? 
Intel,  Toshiba,  Samsung  and  SanDisk  dominate  the  $1 1  billion  flai 
industry,  up  from  $2  billion  in  2002,  according  to  Gartner. 
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Magnetic 
orientation 


Motion 
of  disk 


Flash  could  kill  the  disk  drive  by  (bl- 
owing the  circuit-shrinking  path  of 
Vloore's  Law.  A  1-inch,  4- megabyte  flash 
:ard  costs  $300  now,  a  bit  more  than  what 
mud  pay  for  Seagate's  1-inch  microdrive, 
vhich  stores  8  gigabytes.  Come  2009,  in 
he  same  space,  flash  will  store  twice  as 
•nuch  for  the  same  price.  "When  we 
ichieve  the  function  of  flash  with  a  com- 
parable price  to  hard  drives,  the  world  will 
;o  to  flash  and  the  disk  drive  will  go  out," 
;ays  Eli  Harari,  chief  executive  of  SanDisk. 

That  is,  if  Watkins  stands  still,  which  he 
nost  definitely  is  not  going  to  do.  His  engi- 
leers  are  running  out  of  easy  ways  to 
queeze  more  bits  longitudinally  into  the 
grooves  of  a  spinning  disk — so  they've 
;one  vertical,  tipping  magnetic  blips  on 
heir  ends  (see  graphic).  Seagate  will  begin 
elling  its  first  so-called  perpendicular 
Irive  for  notebooks  in  early  2006.  By  2007 
very  Seagate  disk  will  go  vertical. 

In  a  few  years  Seagate  will  let  loose  the 
JAMR,  or  heat-assisted  magnetic  recording. 

uses  laser  and  magnetic  pulses  to  heat  and 
widen  the  grooves  where  the  bits  get  recorded.  Combined  with 
['erpendicular  technology,  HAMR  could  theoretically  multiply  the 
ppacity  of  today's  disk  as  much  as  500-fold. 

Further  in  the  future  Seagate  hopes  to  score  with  a  still  hypo- 
netical  technology  called  Probe.  Hundreds  of  nano-size  wires,  or 
Irobe  heads,  would  stick  out  of  one  side  of  a  microchip.  The 
robes,  charged  with  electricity,  would  slide  back  and  forth  under 
tsecond  layer  with  the  information  on  it.  If  it  works  it  would  pro- 
Luce  a  teeny  drive  with  12  times  the  capacity  of  today's  micro- 
rives.  Watkins  has  spent  $100  million  on  Probe  and  expects  to 
|lunk  $300  million  more.  "Probe  may  work,  it  may  not,"  he  says, 
put  I'm  not  going  to  run  from  flash.  I  have  to  go  after  it." 

Seagate  wouldn't  be  able  to  make  all  these  investments  had  it 
lot  undergone  a  radical  transformation  under  the  big-hearted 
eadership  of  Bill  Watkins,  who  became  chief  executive  in  July 
1)04.  This  is  a  man  whose  idea  of  morale-building  is  taking  hun- 
ireds  of  Seagaters  to  New  Zealand  for  a  few  days  of  rappelling  off 
I  iffs.  "He  is  the  kind  of  guy  you'd  run  through  a  wall  for,"  says 
bavid  Wickersham,  the  chief  operating  officer, 
i  Watkins  is  a  storm  contained  only  by  his  skin.  In  1 985,  when  he 
fas  working  at  a  startup  called  Domain  Technology,  he  got  so  angry 
I  a  meeting  that  he  picked  up  a  chair  and  threw  it  at  the  company 
Resident.  Watkins  wasn't  fired  but  got  a  lecture  about  controlling  his 
imper.  "I've  always  been  too  loud,  with  long  hair,  always  a  little  too 
uch  of  everything,"  says  Watkins.  "I  don't  inhibit  myself." 

He  continues  to  struggle  with  his  emotions.  In  2000  he  hurled 
pup  of  hot  coffee  at  a  senior  executive  after  the  guy  publicly 
hi  suited  the  entire  notebook  division  without  having  all  the  facts. 
|e  apologized  for  it  but  admits  he  would  do  it  again:  "We  are 
>ing  to  fix  issues  as  a  team  and  be  successful,  or  fail  as  a  team." 


FLIPPING  FOR  CAPACITY 

Hard  drives  get  roomier  by  squeezing  more  bits  closer  together  on  a  spinning  magne- 
tized disc.  But  cramming  them  lengthwise  eventually  leads  to  magnetic  chaos.  Now 
comes  perpendicular  recording,  in  which  the  bits'  magnetic  orientation  is  flipped 
upright,  safely  edging  them  closer  together  and  effectively  doubling  capacity.  Seagate 
will  debut  the  first  perpendicular  drives  in  2006. 


LONGITUDINAL  RECORDING 


PERPENDICULAR 
RECORDING 


Reflective  underlayer 


Watkins  has  had  little  stability  in  his  life.  His  dad,  a  field  man- 
ager in  the  oil  business,  kept  the  family  moving  every  five  years, 
from  Venezuela  to  Canada  to  Wyoming,  ending  up  in  Texas.  He 
went  into  the  Army  as  a  medic,  assisting  injured  Vietnam  vets  at 
a  base  in  Missouri.  Watkins  then  got  his  political  science  degree 
from  the  University  of  Texas,  earning  money  on  the  side  as  a 
guard  on  the  graveyard  shift  in  the  mental  ward  of  a  Lubbock 
hospital,  restraining  patients  who  tried  to  attack  the  nurses. 

He  hitchhiked  his  way  to  California  for  a  girl.  He  got  a  tem- 
porary job  at  Xidex,  a  Silicon  Valley  floppy  disk  maker,  and 
decided  tech  would  be  his  life.  More-senior  jobs  followed  at 
Domain,  a  drive-component  maker,  and  Conner  Peripherals,  a 
hard-drive  manufacturer.  When  Seagate  bought  Conner  in  early 
1 996,  its  then  chief  executive,  Alan  Shugart,  gave  Watkins  respon- 
sibility for  its  four  drive  factories. 

Watkins  and  other  executives  remember  it  as  a  brutal,  divisive 
place  to  work.  A  prior  chief  executive  showily  kept  a  grenade  on 
his  desk.  Executive  meetings  were  rife  with  four-letter  words  and 
personal  attacks.  The  one  who  yelled  the  loudest  won,  and  the 
loser  was  sent  away  with  a  stuffed-dog  head. 

But  Watkins  was  quietly  planning  for  the  day  he  would  be  in 
charge.  He  thought  about  what  Seagate  could  be,  not  what  it  was. 
In  1997  he  started  talking  about  revamping  manufacturing.  He 
wanted  to  make  any  drive  on  any  line  in  any  factory,  his  vision  of 
the  "factory  of  the  future." 

At  the  time,  Seagate  had  dedicated  lines  in  four  factories  for 
each  of  its  seven  different  flavors  of  372-inch  drives.  Each  product 
had  its  own  designers  and  engineers  who  built  according  to  their 
own  needs,  and  each  line  had  35  workers  who  assembled  800 
drives  daily.  "I  wanted  to  know  why  we  couldn't  do  2,000  drives  a 
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.Cbmpany  of  the  Year  Seagate 

SEAGATE  TECHNOLOGY 


HARD  KNOCK  DRIVE 

Seagate  leads  an  industry  that,  until  recently,  was 
plagued  by  uncertain  growth  and  cash  flows. 
Results  for  2005  are  through  September. 


($  mil) 


Net  sales 


WESTERN  DIGITAL 


Net  income 
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'Before  extraordinary  items.  Through  Sept.  2005.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems 


day  with  no  employees,"  says  Watkins. 

He  brought  several  engineers  from  around  the  world  to  Min- 
neapolis to  find  out  how  many  parts  could  be  shared  in  more 
than  one  drive.  Answer:  2%.  Watkins  lost  it.  He  threw  the  parts  on 
the  conference  table  and  yelled  at  them:  "If  you  tried  to  find  noth- 
ing in  common,  you'd  have  come  up  with  more  than  this!"  He 
told  them  it  was  unacceptable;  they  had  to  do  it  again. 

The  engineers  started  with  the  simplest  of  parts — screws — 
and  whittled  those  down  from  6 1  screws  for  7  same-size  products 
to  19  screws  for  29  products  in  three  sizes.  Eventually  they  worked 
their  way  up  to  the  intricate  heads  that  write  data  onto  the  disks. 
Today  every  one  of  Seagate's  products  has  at  least  75%  of  its  parts 
and  machinery  in  common  with  another.  Every  one  of  Seagate's 
products  can  be  built  on  any  of  its  lines  in  any  of  its  factories, 
using  the  same  robots  and  machinery;  each  line  produces  17,000 
drives  per  day. 

Watkins'  efficiency  gains  won  him  the  job  of  chief  operating  of- 
ficer in  1998,  and  the  manufacturing  revamp  allowed  Seagate  to 
shut  a  factory  and  cut  staff  over  the  years  from  1 19,000  to  46,000. 

Despite  the  initial  efficiency  gains  Seagate's  cash  flows  remained 
too  sporadic  for  most  tech  investors.  All  it  had  going  for  it  was  a  33% 
stake  in  go-go  storage  software  firm  Veritas,  worth  $22  billion  in 
March  2000.  Seagate's  entire  market  value  was  then  a  mere  $16  bil- 
lion, valuing  its  $6.4  billion  (revenue;  drive  business  below  zero. 

Silver  Lake  Partners,  a  private  equity  firm  in  Menlo  Park,  spot- 
ted locked-up  value.  In  November  2000  it  led  an  investor  group 
and  Seagate's  management  into  a  complex  deal  in  which  Seagate 
shareholders  got  Veritas  shares,  and  the  group  got  the  drive  busi- 
ness from  Veritas  for  $2.1  billion. 


-LDQO 


Silver  Lake  retained  Stephen  Luczo  ai 
chief  executive  and  shortly  after  mad» 
Watkins  president.  Freed  from  the  critica 
eyes  of  Wall  Street,  they  were  able  to  spenc 
their  way  out  of  the  doldrums,  betting  on 
unproven  technologies  like  perpendicula 
drives,  HAMR  and  Probe.  R&D  spendinj 
began  ticking  up,  from  $200  million  ii 
1998  to  this  year's  $700  million— twiq 
the  level  of  its  two  biggest  foes  combined 
When  Seagate  relisted  on  the  NYSE  ii 
December  2002,  it  was  already  in  th< 
process  of  becoming  a  far  more  nimbi 
company.  Three  years  ago  it  cost  Seagal 
$80  million  to  develop  a  new  drive.  Toda 
it's  less  than  $20  million. 

Its  skill  at  navigating  the  iPod  craze  is 
glittering  example.  In  early  2004  Hitach 
was  making  1-inch,  4-gigabyte  drives  fo 
the  iPod  Mini.  Apple  couldn't  get  enough 
and  it  became  one  of  the  biggest  buyers  i 
Seagate's  1-inch  drive.  Then  Appl 
announced  in  September  that  it  was  jetti 
soning  the  Mini  in  favor  of  the  Nanc 
which  uses  flash  instead  of  a  hard  drive 
The  press  declared  the  inevitable  death  c 
disks.  Hitachi,  which  declined  to  comment,  saw  its  1  -inch  produc 
tion  volumes  plummet.  Seagate  was  able  to  repurpose  the  line  t 
build  2.5-inch  notebook  drives  and  3.5-inch  desktop  drives. 

Dick  Conrad,  head  of  HP's  supply  operation,  says  Seagate 
ability  to  roll  with  fickle  demands  is  the  main  reason  HP  does  & 
much  business  with  Seagate,  accounting  for  18%  of  Seagate's  re\ 
enue.  "They  just  turn  on  a  dime,"he  says. 

Seagate's  destiny  is,  for  the  foreseeable  future,  in  the  hot  hanc 
of  consumers.  To  win  them  over,  this  manufacturer  has  to  lear 
new  marketing  skills.  Brian  Dexheimer,  a  16-year  veteran  at  Se£ 
gate,  runs  sales  and  marketing  and  the  consumer  products  unit.  I 
July  he  and  Watkins  divided  everyone  up  by  customer  group  insteai 
of  region  and  brought  in  some  talent  from  TiVo  and  Microsoft 
They  will  amp  up  ad  spending  80%  to  $50  million  in  2006.  "Ou 
products  don't  yet  have  a  common  language,"  says  Dexheime 
"You  look  at  any  Apple  product,  and  you  know  it's  an  Apple.  W 
want  to  have  that  same  kind  of 
brand  connection." 

What  about  the  inexorable, 
exponential  decline  in  the 
price  of  storage?  Is  Seagate 
doomed?  Not  at  all.  In  the  half- 
century  since  IBM  introduced 
the  Model  1301  disk  storage 
system,  the  price  of  storage  has 
fallen  in  real  terms  by  a  factor 
of  60  million.  But  the  world's 
thirst  for  storage  is  keeping  up 

the  pace.  F     1  See  footnote  on  page  106. 


The  Top  10 

Five-year  annualized  total  return  (%)| 

Apple  Computer 

49.81 

Harman  International 

37.4 

Western  Digital 

28.3 

Harris 

24.4 

Seagate  Technology 

19.2 

SanDisk 

19.1 

ScanSource 

18.7 

Amphenol 

8.11 

Canon 

8.0 
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THE  BEST  MANAGED  companies  were  culled  from  an  exhaustive  search  of  1,000  publicly 
traded  companies  that  have  at  least  $1  billion  in  sales,  positive  book  value  and  a  price  of 
at  least  $5.  See  www.forbes.com/platinum  for  more  on  our  selection  process,  plus 
long-  and  short-term  sales  and  earnings  growth  rates. 


AEROSPACE  &  DEFENSE 


Top  Gun 

How  ROCKWELL  COLLINS  landed  in  the  front  lines  of 
the  war  on  terror  |  By  Mark  Tatge 


KNEE-DEEP  IN  SNOW,  U.S.  RANGERS 
in  search  of  Osama  bin  Laden 
were  pinned  down  under  heavy 
fire  after  their  helicopter  was  shot 
down  by  al  Qaeda  and  Taliban 
forces  in  eastern  Afghanistan  in  March 
2002.  The  troops  radioed  in  their  positions 
with  handheld  global  positioning  system 
devices.  A  lightweight,  unmanned  turbo- 
prop-driven Predator  aircraft,  with  a  cruis- 
ing altitude  of  15,000  feet,  videotaped  the 
enemy's  position  and  coordinates,  trans- 
mitting the  information  back  to  ground 
control,  which  dispatched  F- 15  fighters.  The 
jets  swooped  in  with  1,000-pound  bombs 
equipped  with  minicomputers  and  GPS. 
The  missiles  found  their  targets. 

Blockbusters  are  no  longer  the  crucial 
weapon.  Today's  fight  against  terrorists  is  a 
war  of  narrowcasting,  run  by  digits  and 
electromagnetic  waves.  Satellite  guidance, 
computer-driven  jamming,  radio-wave 
navigation,  microwave  tuners,  wireless  net- 
works— they're  all  providing  vital  real-time 
information  so  that  ground  troops  can 
communicate  instantly  with  tank  com- 
manders, (light  crews,  seaborne  forces  and 


headquarters  thousands  of  miles  away.  And 
little  Rockwell  Collins  (revenue  for  fiscal 
2005  ended  Sept.  30:  $3.45  billion)  is  play- 
ing a  big  role  on  the  modern  battlefield.  In 
Iraq  and  Afghanistan  50,000  or  so  U.S.  sol- 
diers carry  its  advanced  GPS  receivers. 
Weighing  less  than  one  pound,  running  on 
AA  batteries  and  operable  at  26  degrees 
below  zero  Fahrenheit,  these  units  provide 
satellite-fed,  moving  maps  of  the  sur- 
rounding terrain,  pinpointing  a  grunt's 
position  and  that  of  the  rest  of  his  unit; 
soon  the  GPS  units  will  include  radios  that 
let  the  user  call  in  artillery  fire  or  air  sup- 
port. Dumb  bombs  become  precision- 
guided  missiles,  thanks  to  proprietary  GPS 
microchips  developed  by  Rockwell.  U.S. 
special  forces  will  soon  fly  helicopters 
upgraded  with  color  displays  and  new 
avionics  to  navigate  unfriendly  skies.  One 
system  lets  a  pilot  take  evasive  action  with 
the  click  of  a  mouse,  which  triggers  a  new 
flight  plan  that  also  tells  him  how  much 
fuel  is  required  as  well  as  optimal  speeds 
and  altitudes. 

That's  just  Rockwell's  martial  side. 
Half  its  business — 48%  of  revenue  and 
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WELL-TIMED  WARFARE 

It's  known  as  the  Joint  Tactical  Radio  System,  a  $34  billion  futuristic  communications  model  under  development  by  Rockwell  Collins 
and  other  defense  contractors  Already  behind  schedule  and  facing  enormous  technical  obstacles,  the  system  would  theoretically 
allow  a  grunt  in  the  foxhole  to  upload  real-time  battle  photos  and  coordinates  to  central  command,  which  would  then  transmit  the  data 
to  fighter  jets  on  a  ship  offshore  or  to  choppers,  bombers  or  tank  battalions,  which  could  move  quickly  to  strike  enemy  positions. 


49%  of  operating  income  (earnings  before  interest,  taxes,  depre 
ciation  and  amortization) — comes  from  commercial  aviation. 
Here  the  story  is  cool  avionics,  the  electronic  brains  that  fly  the 
aircraft.  The  most  advanced  weather  radar  on  the  market,  for 
example,  lets  pilots  page  through  screens  showing  ever-chang- 
ing maps  of  what's  ahead — rain,  approaching  thunderstorms, 
turbulence,  wind-shear  threats — all  color-coded  on  flat  liquid 
crystal  displays.  Enhanced-vision  technology  relies  on  infrared 
to  produce  a  real-time  view  of  the  ground,  sensitive  enough  to 
pick  up  a  deer  or  a  person  from  1,380  feet  up  in  foggy  condi- 
tions. Coming  soon:  synthetic-vision  technology  that  draws  on 
satellite  signals  to  create  3-D  images  of  the  terrain,  no  matter  what 
the  weather.  In  the  cabin  passengers  can  now  watch  the  pilots  fly 
the  plane,  get  movies  on  demand,  surf  the  Web  and  send  e-mail; 
cell  phone  service  is  in  the  works. 

Such  gizmos  have  helped  Rockwell  zoom  ahead  of  its  bigger 
aerospace  and  defense  brethren.  Flying  in  the  teeth  of  an  un- 


precedented slump  in  commercial  aircraft  and  strict  budgetari 
ans  at  the  Pentagon,  this  Cedar  Rapids,  Iowa  company  hasn 
missed  a  beat.  Over  the  last  five  years  earnings  per  share  hav 
increased  at  a  14.5%  average  annual  rate  to  $2.20  in  the  latest  fis 
cal  year.  And  while  Clayton  M.  Jones,  Rockwell's  chief  executive 
has  wrung  hundreds  of  millions  of  dollars  in  cost  cuts,  he  neve 
shortchanges  the  important  stuff.  The  company  invests  7%  to  lO0; 
of  sales  in  R&D,  twice  the  amount  rivals  put  in.  Rockwell's  22°) 
four-year  compound  return  on  invested  capital  puts  it  at  the  to 
of  the  defense  industry.  "We  compete  in  the  land  of  the  giants, 
says  Jones,  56,  a  onetime  fighter  pilot  for  the  Air  Force  who  late 
spent  15  years  coaxing  Congress  and  the  Pentagon  to  fund  big 
ticket  Rockwell  International  programs  like  the  B-l  bomber.  "Whs 
we  lack  in  size,  we  make  up  for  with  focus  and  agility." 

Pluck  that's  reminiscent  of  the  company's  origins.  Arthu 
Collins,  a  22-year-old  ham  radio  junkie,  launched  the  Collin 
Radio  Co.  in  1931  in  the  basement  of  his  Cedar  Rapids  hom« 
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st  summer,  we  both  earned  a  major  victory 

BearingPoint  recently  received  the  highest  score 
in  client  satisfaction  among  11  major  IT  service  firms 
providing  consulting  and  implementation  services. 

Forrester  Research,  a  leading  technology  research  company,  published  the  score  in 
their  annual  independent  survey, "IT  Services  Provider  Scorecard/'July  2005. 
When  you  partner  with  BearingPoint,  you  get  a  team  insightful  of  your  business, 
passionate  about  innovation,  and  — most  importantly— committed  to  your  success. 
To  find  out  more  about  our  brand  of  satisfaction,  visit  us  at  bearingpoint.com, 


BearingPoint 

Global  Management  &  Technology  Consulting 


Best  Managed  Companies  Rockwell  Collins 


His  radios  carried  signals  over  greater  distances,  offered  more 
channels  and  could  withstand  punishing  heat,  cold,  dust,  mois- 
ture and  vibration.  South  Pole  explorer  Admiral  Richard  Byrd 
used  the  company's  shortwave  in  1933  to  communicate  from 
just  off  the  Chilean  coast  to  CBS  Radio  in  New  York  City.  The  U.S. 
military  loaded  up  on  Collins'  radios  and  tracking  devices  dur- 
ing World  War  II  to  hunt  enemy  submarines.  NASA  picked  the 
company  to  engineer  and  build  communications  gear  for  the 
Apollo,  Gemini  and  Mercury  space  programs.  (The  Rockwell 
name  was  picked  up  in  a  series  of  mergers  that  combined  North 
American  Aviation,  Collins  and  Rockwell  International;  a  spin- 
off left  Rockwell  Collins  as  a  freestanding  avionics  company 
beginning  in  June  2001.) 

But  by  the  early  1990s  Rockwell  Collins  had  blunted  its  tech- 
nological edge.  Its  cockpit  electronics  were  a  messy  hodgepodge 
of  separate  navigation,  guidance,  autopilot  and  weather  sys- 
tems— five  or  ten  years  behind  the  times.  Then  Boeing,  which 


Digital  avionics  help  Special  Forces  monitor 
the  gunship  and  the  enemy;  ground  troops  c; 
keep  an  eye  on  their  location  and  snipers  wit 
a  handheld  GPS  device;  a  helmet-mounted 
display  offers  the  grunt  in  a  tank  or  on  the 
ground  access  to  maps  and  targeting  data. 

had  for  decades  relied  on  Rockwell  to  build  its  avionics,  pick 
Honeywell  to  outfit  its  new  wide-body  777  and  737  jetliners  wi 
integrated  systems  on  LCDs.  That  was  just  before  Jones  shift; 
over  from  Rockwell  International  in  1995  to  become  head  of  t 
air-transport  business.  "Rockwell  Collins  had  stopped  listening 
its  customers,"  he  recalls. 

And  couldn't  stay  on  budget.  Most  projects  were  runnii 
30%  to  40%  over  initial  targets.  Jones  froze  hiring,  trimmed  cc 
porate  overhead  and  consolidated  engineering,  personnel  ai 
purchasing.  He  also  standardized  the  guts  of  LCDs,  navigatior 
gear,  black  boxes,  instrument  landing  systems  and  weather  rad; 
sharing  technologies  and  components.  By  such  maneuvers 
not  only  saved  manufacturing  costs  but  also  shrank  overhe; 
from  12.6%  of  sales  in  1998  to  10.9%  in  2000.  Over  the  saij 
period  pretax  profit  rose  fivefold  to  $399  million. 

Next  Jones  exploited  a  new  profit  center:  servicing  the  cockj 
equipment  Rockwell  Collins  installed,  instead  of  focusing  exc 
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Dme  folks  barbeque  for  fun.  Others  do  it  for  a  living. 
)mething  they  all  share  are  tough  standards  for  the  ribs, 
)rk  shoulders  and  boneless  loins  they  use.  Cargill 
arned  from  chefs  and  grocers  that  people  want 
assically  marbled  pork  that  cooks  up  flavorful  and  juicy, 
e  developed  it  using  special  feeds,  growing  processes 
id  selection  techniques.  Barbeque  enthusiasts  say  they 
e  the  new  pork.  What  they  won't  tell  us  are  their  secrets 
r  cooking  it.  This  is  how  Cargill  works  with  customers. 
o  1 1  a  b  o  rate    >    create    >  succeed 


V 


i  fw.cargillcreates.com 

I  06  Cargill,  Incorporated 
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Nourishing  Ideas.  Nourishing  People: 


.Best  Managed  Companies  Rockwell  Collins 


GROUNDED  AND  WELL-ROUNDED 

Before  Sept.  II,  60%  of  revenue  came  from  commercial  aviation.  Ever  since,  Clayton 
Jones  has  pushed  the  company  into  defense  contracts.  The  chief  businesses  today 


Total  sales 
$3.45  bil 


Air  Transport  and 
Aviation  Electronics 

Surveillance,  navigation 
and  flight-management 
systems,  flat-panel 
cockpit  displays,  real- 
time weather  radar 


Defense  Electronics 

Sensor  systems, 
navigation  products, 
avionic  displays  for  jet 
and  helicopter  cockpits 


Business  and  Regional 
Aviation  Electronics 
Navigation  equipment  for 
smaller  jets,  cabin  electronics 
and  in-flight  entertainment 

May  not  exactly  total  100%  due  to  rounding.  Sources:  Forbes:  Rockwell  Collins. 

sively  on  new  aircraft.  The  business  now  approaches  $700  million 
in  sales,  three  times  what  it  was  in  1998.  Most  critical  of  all,  Jones 
pushed  Rockwell  Collins  deeper  into  defense  work,  which  con- 
tributed just  37%  of  revenue  in  2000. 

This  proved  to  be  a  lifesaver.  Rockwell  Collins'  emergence  as  a 
separate  company  came  three  months  before  the  terror  attack  at 
the  World  Trade  Center.  When  that  occurred  commercial  avia- 
tion still  accounted  for  60%  of  company  sales — and  everyone 
knew  that  business  would  all  but  vaporize.  The  board  had  planned 
to  meet  in  Cedar  Rapids  the  following  day,  Sept.  12,  to  hear  a  five- 
year  plan  from  Jones,  who  became  president  and  chief  executive 
earlier  that  year.  But  with  the  nation's  air  traffic  grounded  the  di- 
rectors had  to  be  piped  in  by  video  conference.  "There  were  doubts 
as  to  whether  we  were  going  to  survive  as  a  company,"  recalls  Chief 
Financial  Officer  Patrick  E.  Allen,  who  was  Rockwell's  treasurer 
at  the  time.  "I  remember  being  in  a  daze." 

Everyone  agreed  that  quick,  if  draconian,  changes  were  neces- 
sary. Over  the  next  year  Rockwell  slashed  16%  of  its  workforce, 
3,000  people;  cut  capital  spending  by  one-third,  or  $40  million; 
closed  two  maintenance  centers;  and  froze  pay.  But  Jones  refused 
to  eliminate  incentive  compensation  and  wouldn't  touch  the  R&D 
budget  at  all.  "I  didn't  want  to  take  away  a  reason  for  people  com- 
ing to  work,"  he  says. 

As  predicted,  commercial  sales  plummeted  by  27%  to  $1.3  bil- 
lion in  2003.  But  at  the  same  time,  Rockwell  took  advantage  of 
the  military  buildup  to  die  invasion  of  Iraq.  It  sold  the  U.S.  Army 
185,000  handheld  GPS  receivers  at  $1,500  each,  and  it  supplied 
hundreds  of  existing  military  aircraft  cockpits  with  new  avionics, 
replacing  green  cathode-ray  tubes  with  spiffy  color  displays  and 
integrated  flight  electronics. 


Defense  Communications 
High-frequency  and  satellite 
radios,  data-link  systems 


Those  upgrades  have  led  to  lucrati 
new  business.  After  Rockwell  started  re 
placing  the  avionics  on  300  CH-47  Ch 
nook  helicopters,  the  U.S.  Army  hired  th 
company  to  outfit  cockpits  of  360  ne 
armed  reconnaissance  choppers  bein 
built  by  Textron's  Bell  Helicopter  unit 
$130  million  contract  over  seven  years 
The  U.S.  Air  Force  also  picked  Rockwell 
integrate  the  flight-deck  equipment  on  4 
KC-135  airborne  refueling  tankers  and 
130  cargo  planes  (a  total  of  $1  billion  ov 
15  years). 

No  surprise  that  Rockwell  has  risen 
increased  defense  sales.  The  kicker  is  th 
its  pretax  margin  has  doubled  to  16%  sin 
2001.  By  whittling  down  manufacturir 
expenses,  Jones  was  able  to  learn  for  tk 
first  time  what  a  project  really  cost.  The 
in  turn,  helped  him  to  bid  for  fixed-pri 
government  contracts,  which  most  defen 
contractors  are  loath  to  do,  fearing  th 
cost  overruns  will  eat  up  their  profit 
Under  that  arrangement  Rockwell  bids  al 
set  price  and  undertakes  all  the  risks,  but 
also  gets  to  pocket  most  or  all  of  the  profit,  depending  on  tl 
contract.  It's  worked  out  so  well  that  today  only  20%  of  Roc. 
well's  defense  contracts  are  cost-plus  deals.  In  cost-plus  the  go 
ernment  covers  development  expenses  and  certain  unpleasa 
surprises  but  limits  the  contractor  to  a  small  markup  (typical 
6%  to  9%). 

Jones  has  wresded  with  product-development  expenses,  too. 
radio,  for  example,  that  took  nine  months  to  build  in  1997  nc 
takes  only  four.  Most  of  the  savings  came  not  from  trimming  lab 
(10%  of  cost)  but  from  getting  parts  to  the  factory  floor  faster  ai 
improving  production  flow.  Rockwell  has  a  Web  portal  for  its  su 
pliers,  posting  specifications,  quality  and  deadlines  months  befc 
die  parts  are  needed.  That  system  led  to  the  discovery  that  mc 
lead  time  was  being  dissipated  as  parts  sat  idle  on  a  dock  som 
where.  Eliminating  the  problem,  Rockwell  trimmed  manufacti 
ing  parts  inventory  by  $75  million,  or  35%.  Another  $125  milli 
was  saved  on  the  manufacturing  floor  by  negotiating  better  pric 
with  suppliers  and  substituting  less  cosdy  commercial-grade  pa 
for  military  products. 

Such  efficiencies,  Jones  thinks,  helped  Rockwell  land  a  co 
tract  of  $3.5  billion  over  20  years  to  supply  for  Boeing's  new 
Rockwell  will  be  producing  the  backbone  communications,  coc 
pit  displays,  pilot  controls,  weather  radar  and  collision-avoi 
ance  systems  for  an  estimated  1,775  Dreamliners.  Good  timir 
The  commercial  aircraft  market  is  now  starting  to  recover,  I 
by  Asian  commercial  carriers  like  Singapore  Airlines  (see  sta 
p.  122),  which  are  placing  big  orders  with  Boeing  and  Airbi 
Jetmakers  Bombardier,  Gulfstream,  Raytheon  and  Dassault  ; 
also  all  Rockwell  customers. 

Rockwell's  future,  Jones  says,  lies  in  software  developmei 
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take  care  of  business  and 
look  good  doing  it. 


A  superior  voice  and  data  experience  in  a 
sleeker,  more  stylish  form. 

•  Works  on  Cingular's  EDGE,  America's 
largest  high-speed  wireless  data  network 

•  Global  coverage  with  GSM  quad-band 
connectivity 

•  Hands-free  speakerphone 

•  Corporate  and  personal  email  access 

•  Bluetooth®  enabled 


"The  new  8700c  model... is  the  best  BlackBerry 
yet.  It  is  lighter  and  smaller  than  prior  full-size 
models  and  has  a  dazzling  color  screen." 

-  Walt  Mossberg, 
The  Wall  Street  Journal, 
November  10,  2005 
©2005  Dow  Jones  and  Company,  Inc. 
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BlackBerry  8700c 

$29999 

after  2-year  service  agreement  and 
$50  mail-in  rebate  with  BlackBerry8  data 
and  voice  rate  plans  $39.99  or  higher. 

:::  BlackBerry. 


Call  1-866-4CWS-B2B  Clickwww.cingular.com/blackberry8700c  Visit  your  nearest  Cingular  store 
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The  Top  9 

Five-year  annualized  total  return  (%) 

Moog 

30.4 

DRS  Technologies 

29.3 

Precision  Castparts 

22.8 

Alliant  Techsystems 

21.3 

L-3  Communications 

18.1 

Rockwell  Collins 

17.11 

General  Dynamics 

12.2 

Teledyne  Technologies 

8.5 

Goodrich 

6.5 

Txample:  a  new  system  the  company  recently 
sold  to  Easyjet,  a  low-cost  carrier  in  the  U.K. 
Pilots  hook  up  a  laptop  in  the  cockpit  prior  to 
takeoff  and  fill  out  all  paperwork,  download 
charts  and  complete  their  flight  plans.  Easyjet 
figures  it  saves  $400  per  aircraft  per  day  and 
reduces  its  20-minute  turn  time  by  10%,  or  2 
minutes.  In  the  future  these  systems  will  get 
more  advanced:  Records,  now  written  on 
paper,  will  be  stored  on  a  server  and  uploaded 
when  the  flight  docks  at  the  gate. 

Software  is  also  playing  an  important  role  in 
military  communications — an  oxymoron  in 

most  cases 
today.  But 
visit  Rock- 
well's Engi- 
neering Lab 
36,  down  a 
tiled  - floor 
corridor  and 
behind  a 
nondescript 
door.  The  fin- 
ished product  is  still  years  away.  But  if  it  works, 
Army  field  commanders  will  be  able  to  transmit 
real-time  pictures  of  a  battle  to  fighters  in  the 
sky.  On  one  workbench  wires  pour  out  of  a 
metal  container  the  size  of  two  shoe  boxes.  It 
weighs  45  pounds  or  so  and  takes  100  watts,  a 
lightbulb-size  power  draw.  This  particular  box 
would  be  installed  in  a  fighter  jet,  permitting  the 
pilot  to  upload  video  at  a  rate  of  2MB  per  sec- 
ond, presumably  fed  from  another  plane,  satel- 
lite or  nearby  ground  troops.  The  Joint  Tactical 
Radio  System  (see  graphic,  p.  100),  which  also 
involves  General  Dynamics,  Lockheed  Martin 
and  Boeing,  faces  enormous  technical  hurdles, 
including  how  to  develop  software  that  allows 
ground  troops,  ships  and  planes  from  different 
countries,  using  32  previously  incompatible  sig- 
nal formats,  to  communicate.  That's  why 
Rockwell  engineers  were  called  in.  Rockwell  has 
a  $5  billion  slice  of  the  $34  billion  government- 
funded  project. 

There's  a  chance  the  JTRS  will  never  get  built. 
If  so,  Jones  figures  he'll  just  shift  course  again,  a 
skill  honed  during  his  days  in  the  service.  "When 
you're  flying  at  1.5  times  the  speed  of  sound, 
you  develop  a  talent  for  taking  risks."  F 


BANKING 

M&T  BANK 

Like  many  large  banks,  $55  billion  (assets)  M&T 
Bank  has  done  much  of  its  growth  through  acqui- 
sition, including  the  $3.1  billion  2003  purchase  of 
Allfirst  Financial.  That  deal  gave  M&T  a  foothold 
in  mid-Atlantic  states  like  Maryland  and  Virginia, 
which  are  growing  faster  than  upstate  New  York, 
where  M&T  got  its 


The  Top  10 

Five-year  annualized  total  return  (' 

Compass  Bancshares  24. 

Bank  of  America  23.1 

Commerce  Bancorp  21.: 

Wachovia  21.1 

Golden  West  Finl  19.' 

Marshall  &  llsley  19.: 

AmSouth  Bancorp  18.: 

M&T  Bank  17.1 

Popular  15.: 

Wells  Fargo  9.! 


Robert  Sadler  Jr.,  CEO. 


start.  But  unlike 
many  of  its  competi- 
tors, M&T  stops  to 
digest  its  meal  before 
moving  on  to  the 
next  one.  Chief  Executive  Robert  Sadler  Jr.  devote 
much  of  last  year  to  making  sure  the  Allfirst  takeover 
a  success,  focusing  on  such  unsexy  topics  as  comme 
cial  lending,  expense  management  and  small-busine 
loans.  Nothing  is  too  small  to  be  overlooked:  Sadler 
closely  eyeing  travel  expenses,  procurement  contrac 
and  even  cleaning  services,  hoping  to  save  $50  millioi 
That  kind  of  scrutiny  should  keep  shareholders,  who'- 
enjoyed  an  average  17%  return  over  the  past  five  yeai 
in  a  happy  mood.  — Daniel  Krug 


BUSINESS  SERVICES 

MOODY'S 

Ever  since  splitting  from  Dun  & 
Bradstreet  and  going  public  in 
2000,  $1.7  billion  (sales)  Moody's 
has  returned  380%  cumulative  ver- 
sus 2%  for  the  S&P  500.  The  stock 
price  has  doubled  to  $61  over  the 
past  two  years.  Twelve-month  total 
return  topped  49%.  One  big  rea- 
son for  these  impressive  results:  a 


The  Top  10 

Five-year  annualized  total  return  (%) 

World  Fuel  Services 

59.Q 

Labor  Ready 

49.1 

Moody's 

36.9 

Apollo-Education  Group 

36.5 

MPS  Group 

29.0 

H&R  Block 

26.1 

Brink's 

25.6 

Republic  Services 

20.4 

Accenture 

15.61 

Equifax 

14.7 

keen  eye  on  structured  finance  analysis,  includu) 
credit  card  and  collateralized  debt  obligations.  / 
the  market  grows  domestically  Chief  Executr 
Raymond  McDaniel  pushes  expansion  oversea 
where  packaging  consumer  and  corporate  debt 
tradable  securities  is  a  steadily  expanding  treni 
International  sales  have  tripled  since  2O0H 
Moody's  Investors  Service,  which  provides  cred 
ratings  and  analysis  on  $35  trillion  of  debt  worli 
wide,  contributes  91%  of  Moody's  revenue 
Total  sales  have  grown  23%  annually  over  tl 
past  five  years.  — Amanda  Schupi 


Performance  as  ot  Nov  29.  2005.  'Less  than  period  indicated.  Sources: 
Research  Systems:  Standard  &  Poor  's:  Value  Line. 


Audit  Integrity:  Forbes:  FT  Interactive  Data,  Reuters  Fundamentals.  Thomson  First  Call  and  Worldscope  via  FacfSej 
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CAPITAL  GOODS 

ANAKER 

.ectronics  giant  Danaher's  quirky  $7.7  billion  (sales)  product  mix  runs  from  aircraft  safety  equipment 
id  submarine  periscopes  to  infrared  thermometers  and  hand  tools.  And  if  you  mailed  or  received  a 
ickage  over  the  holidays,  thank  Danaher's  Accu-Sort  division,  whose  fixed-position  lasers  and  scan- 
prs  help  sort  80%  of  all  parcels  shipped  in  the  U.S.  By  imposing  a  just-in-time  parts  and  manufac- 
|  ring  discipline,  Danaher  keeps  inventory  levels  down  and  forces  supply  decisions  to  be  made  on 
jrmand.  All  this  helps  the  bottom  line.  Five-year  earnings-per-share  growth  has  averaged  20%,  rank- 
g  Danaher  fourth  in  its  sector  for  that  metric.   Dirk  Smillie 
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B£st  Managed  Companies 

I  I   N  AMERICA 


CONGLOMERATES 

ITT  INDUSTRIES 

Ah,  the  heady  days  of  ITT  Industries  as  a  classic 
conglomerate,  with  Harold  Geneen  assembling  a 
hodgepodge  of  unrelated  businesses  in  insur- 
ance, auto  parts  and  hotels.  Most  of  that  is  now 
gone.  A  reinvented  ITT,  which  began  life  in  the 
telegraph  business,  is  now  centered  on  defense 
gadgets  like  radar-jamming  systems  and  night- 
vision  goggles  for  military  use,  along  with  an 
array  of  water  pumps,  aerators  and  filters  for 
water- treatment  plants.  The  focus  sure  works.  Over  the  last  five  years  ITT  has  aver- 
aged a  28%  total  return,  and  its  debt  has  been  kept  to  a  modest  18%  of  capital,  com- 
pared with  59%  for  GE  and  28%  for  United  Technologies.  Chief  Executive  Steven 
Loranger  continues  to  make  focus  his  mantra.  The  onetime  chief  operating  officer 
at  Textron  and  former  head  of  Honeywell's  engine  division  unloaded  ITT's  auto- 
tubing  business  last  month  to  Cooper-Standard  Automotive  for  $205  million  cash 
and  is  now  shopping  the  company's  electronic  switches  business. — Matthew  Miller 


The  Top  7 

Five-year  annualized  total  return  (%) 

ITT  Industries 

27.6 

Fortune  Brands 

27.2 

3M 

11.8 

United  Technologies 

11.3 

Emerson  Electric 

3.6 

Dover 

0.8 

General  Electric 

-4.2 

High-tech  H2O:  An  ITT  device  uses  UV  to  purify  water. 


CONSTRUCTION 

LENNAR 

Riding  the  real  estate  boom,  $14  billion  (sales)  Lennar  sold  42,000 
homes  last  year,  earning  $1.4  billion.  Did  someone  say  housing  bub- 
ble? To  mitigate  any  regional  slumps,  Lennar  is  geographically  diverse, 
with  its  construction  spread  evenly  across  the  West,  Midwest  and  East. 
And  unlike  most  of  its  competitors,  Lennar  doesn't  just  build  homes. 
It  works  with  commercial  builders  to  create  entire  cities,  such  as  a 
34,000-acre  plot  north  of  Los  Angeles  where  50.000  people  will  some- 
day live  and  work.  It's  also  recycling  military  bases,  bought  from  the 
government  on  die  condition  they  are  cleaned  of  toxins,  shrapnel  and 
ammo.  A  former  marine  base  in 
Irvine,  Calif,  will  soon  have  3,400 
homes,  priced  from  $350,000  to 
$2  million.  Maintaining  up  to 
$1  billion  in  cash  on  hand,  Chief 
Executive  Stuart  Miller  hopes  to 
ride  out  any  problem  markets 
"We  can't  predict  when  die  next 
[bad]  event  is  going  to  take  place," 
he  says,  "but  we  can  always  remain 
financially  healthy." 

— David  Serchuk 


CONSUMER  DURABLES 

BRUNSWICK 

When  3M  plucked  Brunswick  chief  executive  George  Buckley  as 
its  new  head  last  month,  the  $5.8  billion  (sales)  boating  and 
leisure  goods  company  barely  missed  a  beat.  Stepping  into  the 
wheelhouse  was  Dustan 
McCoy,  former  presi- 
dent of  the  boat  group, 
who  had  increased  sales 
44%  since  2000  by  buy- 
ing up  13  competitors. 
Besides  expanding 
Brunswick's  boating 
operations  in  Europe, 
Asia  and  Latin  America, 
McCoy  is  seeking  to 
mitigate  the  cyclical 
nature  of  the  boating 
industry  by  focusing 
growth  on  exercise  equipment, 
bowling  and  billiard  products, 
which  together  make  up  19%  of 
sales  and  tend  to  have  their  best 
sales  in  winter,  when  boating  is 
soft.  Brunswick  enjoyed  an  aver- 
age 41%  jump  in  earnings  over 
the  past  three  years.  But  its  stock 
was  down  18%  last  year.  "My 
job  is  to  get  the  world  to  wake 
up,"  says  McCoy. 

— Megan  Johnston 
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The  Top  10 

Five-year  annualized  total  return 

Thor  Industries 

49.1 

Toro 

37.4 

Paccar 

33.5 

Volvo 

29.2 

BorgWarner 

28.6 

Applied  Industrial 

24.4 

Polaris  Industries 

23.5 

Genuine  Parts 

22.6 

Black  &  Decker 

21.8 

Johnson  Controls 

21.6 

What  makes 
T.  Rowe  Price  s 
SmartChoice  Rollover 

smarter? 

With  theT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments — with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to  go  through  the  complex 
task  of  choosing  individual  funds.  We'll  provide  a  well-diversified  portfolio  for  you  with  one  of  our  Retirement  Funds.  And 
we'll  adjust  the  fund  over  time  to  reflect  the  need  for  reduced  investment  risk — gradually  making  the  investment  more 
conservative  as  the  target  retirement  date  approaches. 

Proven  performance — with  our  68  years  of  proven  performance,  you'll  feel  confident  knowing  that  T.  Rowe  Price  is  a  smart 
choice  for  your  rollover. 

Low  expenses — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the  Retirement  Funds  45%  below  their 
category  averages*  a  T.  Rowe  Price  Rollover  IRA  is  the  smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even  open  your  account 
right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


troweprice.com/start   1.866.34  9.5896 


T.Rowefirice 


INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 
information  that  you  should  read  and  consider  carefully  before  investing. 

Based  on  the  liscal  year-end  dala  available  as  ol  9/30/05,  the  Retirement  Funds'  total  expense  ratios  versus  their  Lipper  category  averages  lor  individual  investor  funds  are  0.63%,  0.67%,  0.71%, 
0.74%,  0.76%,  0.79%,  0.79%,  0.79%,  and  0.79%  for  the  Retirement  2005, 2010, 2015, 2020, 2025, 2030, 2035, 2040,  and  2045  funds,  respectively,  versus  1.46%  for  the  flexible  portlolio 
funds  category,  and  0.56%  lor  the  Retirement  Income  Fund  versus  1.14%  for  the  income  funds  category.  (Source  lor  data:  Lipper  Inc.)  Please  note  that  the  Retirement  Funds  should  not  be  considered 
a  complete  retirement  solution.  When  planning  lor  retirement,  you  should  also  think  about  factors  such  as  needed  emergency  cash  reserves,  the  amount  ol  eguily  in  your  home,  and  your  life  and 
health  insurance  options.  Before  investing  in  one  of  these  funds,  be  sure  to  weigh  several  factors,  such  as  your  obieclives,  lime  horizon,  and  risk  tolerance,  as  well  as  your  retirement  needs  and  other 
sources  of  income.  T.  Rowe  Price  Investment  Services,  Inc.,  Oislributor.  IRARSC072752 


Managed  Companies 

I  I   N      A   M   E   R   I  C 


DIVERSIFIED  FINANCIALS 

LEHMAN  BROTHERS 

While  competitors  like  JPMorgan  Chase  and  Morgan  Stanley  have  struggled  to  integn; 
former  rivals,  Lehman  Brothers  Holdings,  the  151-year-old  firm  once  known  prima 
ily  as  a  bond  house,  has  effortlessly  diversified  into  growing  capital  markets  products  li 
mortgage-backed  securities,  collateralized  debt  oblig- 
ations, derivatives,  equity  analysis,  stock  underwrit- 
ing and  wealth  management.  Chief  Executive  Richard 
S.  Fuld  Jr.  accomplished  this  in  iconoclastic  style,  rely- 
ing on  only  one  major  acquisition,  the  $2.6  billion 
purchase  of  Neuberger  Berman  in  October  2003. 
Lehman  stock  has  returned  21%  a  year  over  the  last 
five  on  earnings  growth  of  9%.  Its  economists  recently 
forecast  a  20%  increase  in  merger  and  acquisition 
activity  for  the  new  year.  If  they're  right,  and  2006 
outpaces  the  feverish  2005,  then  Lehman  seems  well 
positioned  to  make  new  gains.  — Michael  Maiello 


The  Top  10 

Five-year  annualized  total  return  (' 

Legg  Mason 

33.1 

Jones  Lang  LaSalle 

30.1 

Jefferies  Group 

28.. 

Principal  Financial 

25.1 

Franklin  Resources 

22.1 

Lehman  Bros  Holdings 

20.9 

T  Rowe  Price 

16.9 

Capital  One  Financial 

9.' 

Berkshire  Hathaway 

71 

Charles  Schwab 

-10.1 

DRUGS 

GENENTECH 

Big  Pharma  outfits  like  Pfizer  and 
Merck  spend  millions  marketing 
drugs  to  the  masses.  But  biotech 
pioneer  $6  billion  (sales)  Genen- 
tech  takes  a  very  different  ap- 
proach. It  eschews  mass-market 
medicines  in  favor  of  compounds 
for  severe  diseases-even  if  that 
means  limiting  the  market  to  those 
most  likely  to  benefit  The  decision 
to  bring  a  drug  into  trial,  says  Chief 
Executive  Arthur  Levinson,  is  "98%  science,  2%  commercial." 

Genentech  is  reaping  the  benefits.  It  has  developed  three  of  the 
most  important  targeted  cancer  drugs  to  date:  Herceptin  for  breast 
cancer,  Rituxan  for  lymphoma  (comarketed  with  inventor  Biogen 
Idee)  and  Avastin  for  numerous  tumor  types.  Genentech  estimates 
2005  per-share  earnings  growth  of  50%  and  an  average  20%  for  the 
rest  of  the  decade.  Sales  of  Avastin,  approved  in  2004,  neared  $1.2  bil- 
lion last  year  and  could  hit  $4.7  billion  by  2009,  says  Friedman, 
Billings,  Ramsey  analyst  Jun  F.  Reddoch.  — Robert  Langreth 


The  Top  9 

Five-year  annualized  total  return  (%) 

Gilead  Sciences 

40.4 

Genentech 

22.6 

Barr  Pharmaceuticals 

17.7 

Johnson  &  Johnson 

6.1 

Amgen 

4.1 

Allergan 

2.8 

Abbott  Laboratories 

-3.6 

kivitrogen 

-4.0 

King  Pharmaceuticals 

-16.2 

FOOD,  DRINK  &  TOBACCO 

PILGRIM'S  PRIDE 

Hatched  from  a  Pittsburg,  Tex. 
feed  store  in  the  late  1940s, 
$5.7  billion  (sales)  Pilgrim's 
Pride  is  now  the  second-largest 
poultry  producer  in  the  U.S., 
behind  $26  billion  (sales)  Tyson 
Foods.  Pilgrim's  owes  its  16% 
market  share  (Tyson  has  23%) 
to  its  2003  $547  million  cash 
and  stock  acquisition  of  Con- 
Agra's  chicken  business,  which 
doubled  the  company's  sales  in 
2004.  More  impres- 
sively, by  cutting 
overlapping  costs 
and  fully  integrating 
ConAgra's  opera- 
tions onto  Pilgrim's 
computer  network 
within  ten  months, 
Pilgrim's  was  able  to 
cut  operating  ex- 
penses by  $125  mil- 
lion a  year.  In  fiscal 
2005  earnings  rose 
by   107%  to  $265 
million,  the  best  gain 
of  any  company  in 
our  sector. 

— Nicole  Ridgway 


Got  chicken?  Chairman 
Lonnje  (Bo)  Pilgrim. 
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B£st  Managed  Companies 

I  I   N  AMERICA 


■OOD  MARKETS 

SYSCO 

Food  service  giant  Sysco  (sales: 
$31  billion)  learned  quickly  after 
Hurricane  Katrina  how  efficient 
its  decentralized  system  of  100 
independent  operating  compa- 
nies really  is.  Though  its  New 
Orleans  distribution  center  was 
shut  down  for  two  weeks,  Sysco's 
450  employees  had 
evacuated.  So 
Sysco  units  in  Dallas,  Jackson,  Miss,  and  Houston 
picked  up  the  responsibility  of  servicing  restau- 
rants, businesses  and  hotels  that  were  still  open. 
Sysco's  system,  which  allows  local  managers  to 
make  the  decisions  as  to  what  goods  to  stock — 
smokier  bacon  in  the  South,  sweeter  bacon  in  the 


The  Top  8 

Five-year  annualized  total  return  (%) 

Whole  Foods  Market 

38.9 

United  Natural  Foods 

31.6 

Casey  's  General  Store 

16.5 

1  Ruddick 

13.4 

Smart  &  Final 

11.4 

Weis  Markets 

7.4 

Performance  Food 

6.8 

Sysco 

5.0 

Midwest — is  the  model  for  expanding  globally.  Chief  Executive 
Richard  Schieders  has  big  plans  for  countries  like  India,  where  Sysco 
will  rely  on  local  knowledge  of  which  spices  each  region  prefers  and 
how  local  foodstuffs  are  prepared.  Delegation  clearly  works:  Sysco's 
five-year  average  return  on  capital  is  22%, 
the  best  in  the  food  market  sector. 
— Emily  Lambert 


HEALTH  CARE  EQUIPMENT 
&  SERVICES 

ST.  JUDE  MEDICAL 

Capitalizing  on  the  widely  publi- 
cized recent  safety  problems  of 
Medtronics'  and  Guidant's  im- 
plantable cardiology  products, 
$2.7  billion  (sales)  St.  Jude  Med- 
ical has  been  able  to  grab  market 
share  in  technologies  like  im- 
plantable defibrillators  that  shock 
a  heart  back  to  life  if  it  stops  beat- 
ing. This  $5.6  billion  market  is 
growing  at  20%  a  year.  St.  Jude's 
implantable 

defibrillator  sales  rose  70%  last  year.  Chief 
Executive  Daniel  Starks  believes  there's 
i  huge  patient  population  whose 
needs  can  be  better  met  by  "devices 
rather  than  drugs."  So  last  fall  he 
bought  Advanced  Neuromodula- 


The  Top  10 

L          Five-year  annualized  total  return  (%) 

Coventry  Health  Care 

43.9 

Centene 

43.71 

WellPoint 

38.21 

Caremark  Rx 

37.3 

Covance 

37.2 

Express  Scripts 

35.5 

.  UnitedHealth  Group 

32.8 

Humana 

31.6 

Varian  Medical  Systems 

30.0 

Omnicare 

29.0 

HOTELS,  RESTAURANTS 
&  LEISURE 


BOYD  GAMING 


i>er 


ATLAS* 


Model  v-343 


Si  Jude  Medical 

SYIMM*.  c*  USA 


tion  Systems  for  $1.3  billion  cash. 
It  makes  implantable  electronic 
devices  that  deliver  a  jolt  to  the 
nervous  system  or  microquanti- 
ties  of  certain  drugs  to  treat 
chronic  pain.  St.  Jude's  five-year 
average  earnings-per-share  growth 
is  an  impressive  62%.  — Andy  Stone 

With  every  beat  of  my  heart:  St.  Jude 
defibrillators  drive  revenue  growth. 


•Vfayne 
Newton 

Theater 


The  Top  10 

Five-year  annualized  total  return  (%) 

Boyd  Gaming 

66.1 

Penn  National  Gaming 

53.5 

GTech  Holdings 

46.3 

Starbucks 

22.6 

MGM  Mirage 

22.4 

Carnival  Corp 

21.0 

Royal  Caribbean 

20.7 

Applebee's  Intl 

20.3 

Hilton  Hotels 

18.2 

Darden  Restaurants 

16.2 

Despite  damage  to  two  of  its 
Louisiana  casinos  from  hurri- 
canes Katrina  and  Rita — which 
temporarily  closed  both  facili- 
ties— $2.2  billion  (sales)  Boyc 
Gaming's  earnings  were  up 
88%  for  the  first  nine  months  o 
last  year,  including  hurricane- 
related  expenses.  Boyd's  five- 
year  average  total  return  is  top: 
in  the  industry  at  66%,  as  ij 
latest-12-month  sales  growth 
at  46%. 

Keeping  the  quarters  rolling 
in  is  the  $2.6  billion  the  com- 
pany has  spent  over  the  pas 
two  years  on  expanding  its  owr 
properties  and  snapping  up 
new  ones,  including  the  acqui 
sition  of  Coast  Casinos  in  La! 
Vegas  for  $1.3  billion  in  cash 
and  stock.  More  expansion  i: 
coming. 

Says  cofounder  and  Chie 
Executive  William  Boyd:  "An] 
state  that  legalizes  gambling 
we'd  be  interested  in  taking  ; 
look  at;"  — Kiri  Blakele* 
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rhe  four  corners  of  the  world. 

Working  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
knowledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
nanagement  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
mplement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
'our  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 


o  learn  more  about  Ricoh,  go  to  ricoh.com/thinkasone 


RICOH 


Best  Managed  Companies 

>V.  — '  I  I    N  AMERICA 


IOUSEHOLD  & 
PERSONAL  PRODUCTS 

OXFORD  INDUSTRIES 

Originally  a  U.S.  maker  of  basic 
button-down  shirts  for  midtier 
retailers  like  J.C.  Penney  and 
Sears,  $1.3  billion  (sales,  fiscal 
2005)  Oxford  Industries  now 
outsources  most  of  its  apparel 
making  to  Asia  and  sells  its  own 
brands  at  tony  Nordstrom  and 
Neiman  Marcus  outlets,  plus  its 
own  55  stores.  The  switch, 
prompted  by  pressure  from 
mass  marketers  on  prices,  has 
paid  off  handsomely.  Oxford's  average  five-year  total  return  is 
50%.  Earnings-per-share  growth  in  the  past  12  months  was  43%. 
Driving  these  numbers 
have  been  two  strategic 
acquisitions — of  upscale 
Tommy  Bahama  island 
wear  for  $325  million  in 
cash  and  stock  in  2003  and 
of  irreverent  U.K.  brand 
Ben  Sherman  for  $145  mil- 
lion in  cash  in  2004.  Look 
for  more  acquisitions.  And 
the  rollout  of  a  new  fashion 
designer  line  for  Target. 

— Allison  Fass 


The  Top  10 

Five-year  annualized  total  return  (%) 

Coach 

64.8 

Oxford  Industries 

49.6 

Phillips-Van  Heusen 

20.8 

Church  &  Dwight 

20.1 

Polo  Ralph  Lauren 

19.0 

NIKE 

15.6 

Alberto-Culver 

13.2 

Liz  Claiborne 

11.8 

Procter  &  Gamble 

11.7 

Columbia  Sportswear 

10.7 

INSURANCE 

STATE  AUTO  FINANCIAL 

"A  year  without  underwriting 
profit — -regardless  of  the  reason — 
is  failure,"  says  $1.1  billion  (sales) 
State  Auto  Chief  Executive  Robert 
Moone.  And  he  means  it.  When  it 
comes  to  the  fundamentals  of  un- 
derwriting and  expense  manage- 
ment, State  Auto,  which  specializes 
in  commercial,  home  and  auto  in- 
surance, consistently  outperforms 
the  industry.  Every  year  since  its 
public  offering  in  1991,  State 
Auto's  combined  ratio  (premium 
income  divided  by  claims  and  re- 
lated expenses)  has  beaten  the  in- 
dustry average  by  a  wide  margin. 
Earnings-per-share  growth  in  the 
past  12  months  was  47%,  return 
on  capital  16%.  And  unlike  Pro- 
gressive, which  sells  products  di- 
recdy  to  the  customer  over  the  In- 
ternet, and  Geico,  which  relies  on 
call  centers,  State  Auto  sells  only 
through  a  network  of  22,000  in- 
dependent agents  in  26  states. 
Moone  contends  the  personal 
touch  fosters  retention  of  business 
and  profits.     — Carrie  Coolidge 


MATERIALS 

COMMERCIAL  METALS 

Most  steel  companies  suffer  alongside  their  biggest  con- 
sumers, such  as  the  auto  and  appliance  industries.  But  $6.6 
billion  (sales)  Commercial  Metals,  a  90-year-old  producer 
of  steel  beams,  copper  tubes  and  rebar,  has  a  diversified 
customer  portfolio  spread  across  global  manufacturing, 

recycling  and  trading. 
Thus  Commercial  Metals 
can  use  market  volatility 
to  its  advantage.  Its  five- 
year  average  earnings-per- 
share  growth  tops  the  sec- 
tor at  44.5%.  A  drop  in 

scrap  prices  hurts  its  scrap  yards  but  helps  its  minimills,  which  melt  scrap  to  make  steel.  It  has  tie 
to  hundreds  of  international  suppliers  and  earns  a  6%  to  7%  profit  on  each  transaction.  "If  th 
Chinese  are  exporters,  we  participate  in  that,"  says  Chief  Executive  Stanley  Rabin.  "If  they  impor 
we  participate.  Our  approach  is  to  spend  time  trying  to  take  advantage  of  the  situation  instead  c 
moaning  and  groaning  about  whether  to  revalue  the  currency."  — Helen  Coste 


The  Top  10 

Five-year  annualized  total  return  (54) 

Cleveland-Cliffs 

56.4 

Freeport  Copper 

49.0 

Aleris  International 

48.6 

Commercial  Metals 

42.6 

Quanex 

39.8 

Steel  Technologies 

39.4 

Peabody  Energy 

39.21 

Universal  Forest  Prod 

34.9 

Nucor 

32.4 

Massey  Energy 

31.8 
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WE  EAT  WORMS 
FOR  MONEY. 


Seriously. 

You  have  enough  on  your  plate  already. 

Yet  e-mail  security  keeps  getting 
more  out  of  control.  Worms,  spam,  user 
I  icensi  ng,  v  i  r  u  ses,  s  py  vva  re.  por  nog  ra  phy , 
malware.  updating.  It's  an  expensive  and 
endless  headache.  And  the  stakes  gel 
higher  every  day.  Today.  8  out  of  ID 
businesses  get  hit'  And  e-mail  viruses 
alone  are  responsible  lor  more  than  $1D 
billion  in  lost  productivity.2 

It  s  time  this  problem  got  solved.  Not 
just  for  big  businesses,  but  for  am  size 
business.  Not  just  fortius  platform  or  that. 
And  not  by  making alread)  overworked 
IT  people  run  CDs  from  PC  to  PC  during 
virus  frenzies.  It's  time  for  something  new. 

It's  time  for  e-ma  ilsecu  r it y  as  a  service. 

Celling  e-mail  security  from  IBM  is 
now  aboulas  easy  as  jjettinji  cable  TV  You 
call  IBM  or  sign  up  on  the  Web,  and  IBM 


does  the  rest.  It's  that  simple. 

Starting  at  $1.80  per  e-mail  address, 
per  month,  the  IBYl  Express  e-mail 
securit)  sen  ice  filters  out  spam  and 
intercepts  viruses,  pornography  and 
malware  before  they  ever  get  to  your 
network.  And,  because  it's  a  service,  you 
don't  have  to  buy,  upgrade  or  manage  any 
software  or  hardware. 

Security  goes  from  chronic  fear  to 
IBM-grade  reassurance.  Licensing  and 
upgrades  become  a  thing  ol  the  past.  So 
do  unplanned  costs.  Three  less  things 
to  worry  about.  Just  like  that.  For  any 
size  company. 

Soon,  everyone  will  buy  security  as  a 
service.  To  help  \  on  get  t  here,  you  can  try 
IP>\I  Express  e-mail  securit)  sen  ice  at  no 
charge  for  30  days.* 

To  learn  more,  call  1-866-264 -5719  or 
visit  ibm.com  i  >usinesscenter/s<  scuritj I 


30  DAY  TRIAL.  CALL  1-866-264-5719 


he  IBM  logo  and  Express  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  Stales  and/or  other  countries.  Other  company,  product  and 
e  names  may  be  trademarks  or  service  marks  of  others.  Product  available  In  the  United  States  and  Canada.  'Five  days'  prior  written  notice  to  IBM  is  required  in  order  to  cancel  the  Service 
I  the  30-day  no-charge  period.  'Yankee  Group  Research,  Inc.  'Delivery  Partner  Intelligence  This  service  delivers  remote  e-mail  screening  only.  Other  services  required  to  complete  a  total 
ity  solution  are  available  from  IBM  but  are  not  included  under  this  offering.  Registered  domain  required  $1  80  is  based  on  225  to  499  addresses.  Minimum  order  is  25  addresses  at  a  per 
ss  price  of  S2.00  fc2005  IBM  Corporation  All  rights  reserved. 
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MEDIA 

W.  SCRIPPS 

Refusing  to  be  just  another  ink-stained  wretch,  $2.4  billion  (sales) 
E.W.  Scripps  has  made  a  fortuitous  habit  of  anticipating  trends 
in  media  and  information.  Shortly  after  the  turn  of  the  last 
century  what  began  as  a  single  newspaper  in  Cleveland  became 
a  newspaper  chain.  Scripps  added  television  stations  in  the 
1940s  when  TV  was  in  its  infancy,  and  with  Peanuts'  launch 
in  the  1950s,  Scripps  got  into  comics  licensing.  Cable  sys- 
tems came  in  the  early  1980s.  Then  12  years  ago  Scripps  paid 
$17  million  for  an  outfit  that  created  programming  for  cable 
networks.  Smart  move.  The  Food  Network,  HGTV  (House 
&  Garden  Television)  and  three  other  lifestyle  channels  now  bring  in 
more  revenue  and  profits  than  Scripps'  newspapers  in  18  markets, 

which  include  Denver's  Rocky  Mountain  News  and  Memphis'  Commercial  Appeal.  The  newspape 
have  cut  staff,  and  revenue  is  projected  to  increase  by  only  5%  this  year,  while  the  network 
revenues  should  grow  by  19%.  Scripps'  average  five-year  total  return:  1 1%.  — Brett  Pulh 


The  Top  10 

Five-year  annualized  tolal  return  (%| 

Banta  18.1| 

McGraw-Hill  Cos  16.41 

RR  Donnelley  &  Sons  12.9 

Harte-Hanks  12.0 

Meredith  11.81 

EW  Scripps  10.91 

Omnicom  Group  1.71 

News  Corp  0.01 

WPP  Group  -1.31 

Univision  Commun  -2.31 


OIL  &  GAS 

APACHE 

Six  years  ago  Apache  Chairman  Raymond  Plank  set  a 
goal  of  doubling  the  stock  price  within  four  years. 
When  that  goal  was  met  in  2004,  Plank  and  Chief  Exec- 
utive G.  Steven  Farris  awarded  every  employee  a  stock 
grant  equal  to  at  least  one  year's  salary.  Generous 

performance-based 
awards  like  that  have 
helped  build  team- 
work and  results: 
Earnings  per  share 
are  up  an  average 
34%  in  each  of  the 
last  five  years. 
Apache's  sterling 
balance  sheet  boasts 
15%  debt  to  capital. 
Net  income  for  2005 
looks  on  track  to  hit  $2.4  billion,  up  44%  from  a  year 
ago.  That  despite  the  impact  of  the  hurricanes,  which 
has  cut  Apache's  Gulf  of  Mexico  operations  by  35%. 
But  that's  mitigated  by  output  from  Canada,  Egypt  and 
onshore  U.S.  In  the  North  Sea,  where  the  conventional 
wisdom  is  that  it's  been  well  picked  over,  Apache 
bought  the  legendary  Forties  Field  from  BP  in  2003, 
nearly  doubled  production  and  recently  added  24  new 
exploration  blocks  there. 

— Christopher  Helman 


The  Top  10 

Five-year  annualized  total  return  (%) 

Holly 

80.7 

Frontier  Oil 

71.4 

XT0  Energy 

43.7 

Sunoco 

42.9 

Valero  Energy 

41.3 

Tesoro 

40.2 

Chesapeake  Energy 

37.5 

Occidental  Petroleum 

32.1 

Western  Gas  Resources 

29.9 

Murphy  Oil 

28.8 
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MONEY    MANAGEMENT    IS    WHAT    WE    D  O® . 


In  other  words,  we'll  take  care  of  you 
the  way  you  took  care  of  your  business. 

You  took  an  idea,  a  product,  a  service  and  turned  it  into  a  great  success.  And  now 
you're  thinking  of  selling  to  enjoy  the  fruits  of  your  labor.  That's  where  Neuberger 
Be r man,  a  Lehman  Brothers  company,  steps  in.  For  over  60  years,  Neuberger  Berman 
has  focused  on  money  management,  uncovering  investment  opportunities  that  are 
fight  for  you.  After  all,  you've  cared  about  your  money  long  enough.  Isn't  it  time 
/our  money  returned  the  favor?  Whether  you  have  $1  million  or  $100  million  to 
nvest  in  a  customized  portfolio,  call  us  at  877.232.4859,  or  visit  us  at  www.nb.com. 

MONEY    MANAGEMENT    IS    WHAT    WE  DO 


NEUBERGER  BERMAN 


A  Lehman  Brothers  Company 


Neuberger  Berman,  LLC.  Member  NYSE/NASD/SIPC.  $99  billion  in  assets  under  management  (8/31/05),  ©2005.  All  rights  reserved. 
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RETAILING 

LOWE'S  COS 

Chief  executive  of  $4 1  billion  (sales)  Lowe's  for  only  a  year, 
Robert  Niblock  has  managed  to  smartly  outpace  his  twice- 
sized  rival,  Home  Depot,  in  both  sales  and  earnings  growth. 
In  the  past  12  months  Lowe's  revenues  have  increased  17% 
versus  10%  for  Home  Depot,  while  earnings  per  share  rose 
26%  versus  17%  for  Home  Depot.  Like  his  predecessor, 
Robert  Tillman,  Niblock  is  targeting  baby  boomers  whose 
lives  are  centered  around  their  homes  and  who  want  some- 
one else  to  do  the  work  to  make  them  look  good.  So-called 
installed  sales  and  special  orders  for  unique  items  are  thus 
growing  at  a  27%  annual  pace.  This  year  Niblock  will  add 
John  Deere  lawn  tractors;  last  year  new  appliance  brands 
like  Samsung  were  added.  Lowe's  plowed  $700  million  into  its  existing  1,170  stores  last  year 
to  make  them  more  inviting  to  women,  a  major  focus  for  Niblock.  And  he  added  150  new 
stores  in  2005,  with  the  same  number  planned  for  this  year  and  next.  "We  don't  sit  here  think- 
ing of  how  to  be  the  biggest,"  he  says.  "We  want  to  be  the  best."  — Tatiana  Serafin 


The  Top  10 

.  Five-year  annualized  total  return  (%) 

Chico'sfAS 

69.0 

Petsmart 

54.2 

CarMax 

47.2 

Michaels  Stores 

39.3 

SCPPool 

37.8 

Ebay 

37.6 

Nordstrom 

37.5 

Williams-Sonoma 

37.1 

Guitar  Center 

36.9 

Finish  Line 

35.6 

The  Top  10 

Five-year  annualized  total  return  (%) 

Marvell  Technology 

31.3 

MEMC  Electronic  Mats 

24.2 

;  Lam  Research 

19.2 

KLA-Tencor 

13.5 

Nvidia 

6.6 

Texas  Instruments 

-4.3 

Linear  Technology 

-4.4 

:  Altera 

-6.8 

Maxim  Integrated  Prods 

-7.2 

Intel 

-8.1 

SEMICONDUCTORS 

LAM  RESEARCH 

Consistent  results  are  elusive  in 
the  painfully  cyclical  semicon- 
ductor equipment  industry.  But 
$1.4  billion  (sales)  Lam  Re- 
search, the  market  leader  (38% 
share)  in  selling  the  $3  million 
etching  machines  that  carve 
pathways  for  microscopic  cir- 
cuitry onto  silicon  wafers,  has 
found  success  by  shedding 
assets.  So  that  whether  the  mar- 
ket is  up  or  down,  it  can  hang  on 
to  its  margins  or  at  least  stay  profitable.  It's  done  this  by  cutting  a 
1.4  million-square-foot  factory  by  two-thirds,  signing  deals 

with  overseas  manufac- 
turers, outsourcing  IT 
and  human  resources 
and  cutting  head  count 
to  2,300  from  5,300. 
"We're  much  more  asset 
light,"  says  Chief  Execu- 
tive Stephen  Newberry. 
So  while  sales  were 
down  24%  in  the  most 
recent  quarter,  margins 
only  thinned  to  15% 
from  21%.  For  New- 
berry, that's  a  victory. 
— David  Wfyelan 


The  $3  million  e 


SOFTWARE  &  SERVICES 

AUTODESK 

Whether  you're  making  a  3-D  movie  in  Hollywood,  a  corn-harvesi 
ing  machine  in  Italy  or  building  a  highway  network  in  Thailanc 
chances  are  you're  using  design  software  made  by  $  1 .5  billion  ( sale: 
Autodesk.  The  company  has  had  an  impressive  45%  average  tot; 
return  and  a  55%  average  earnings-per-share  growth  over  the  pa: 
five  years.  While  sales  of  many  software  firms  have  lagged  recent! 
Autodesk's  revenues 
climbed  25%  over  the 
past  12  months.  One 
of  the  fastest-growing 
product  lines:  building  - 
design  software,  mostly 
for  large-scale  overseas 
infrastructure  and  com- 
mercial construction 
projects.  The  company 
does  only  a  third  of  its 
revenues  in  the  U.S.  "Nothing 
gets  built  and  designed  in  the 
same  place  anymore,"  says  Chief 
Executive  Carol  Bartz.  "That's 
been  a  huge  driver  for  us."  With 
the  spread  of  high-definition  tele- 
vision, Bartz  sees  even  more  op- 
portunity: Because  design  flaws 
are  instandy  noticeable,  anima- 
tion and  special  effects  have  to  be 
crisper — and  richer. 

— Victoria  Murphy  Barret 


The  Top  10 

Five-year  annualized  total  return  (% 

Activision 

46.8 

Autodesk 

45.41 

CACI  International 

35.9 

Alliance  Data  Systems 

25.0 

Anteon  International 

23.0 

Electronic  Arts 

21.8 

Yahoo 

16.8 

Affiliated  Computer 

14.6 

Fiserv 

6.9 

Perot  Systems 

5.o; 

Il 


118     FORBES-  January  9,  2006 


Health  questions? 
Go  right  to  the  source. 
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TELECC 


ELECOM  SERVICES 

SPRINT  NEXTEL 

Sprint   Nextel's  chief, 


Gary 

Forsee,  has  just  boldly  dumped 
the  company's  local  phone 
service,  which  was  rapidly  being 
eroded  by  competition  from 
cable  companies,  cell  phones  and 
the  Internet. 


The  Top  5 

Five-year  annualized  total  return  (%) 

Alltel  5.0 

Sprint  Nextel  4.2 

CenturyTel  -0.6 

BellSouth  -5.5 

Verizon  Commun  -6.6 


etting  rid  of  local  was  the  easy  part. 
Forsee  knows  that  $30  billion  (sales)  Sprint 
Nextel  can't  depend  on  voice,  specifically 
cell  phone  service,  to  be  the  growth  engine 
)f  the  future.  So  he's  getting  cell  cus- 
tomers to  pay  up  to  $5.25  a  month  to 
download  music,  Web  pages  and  other 
data — tops  in  the  industry.  He  also 
has  a  secret  weapon:  rights  to  a 
virtually  unused  portion  of  the 
airways  that  will 
allow  Sprint 
Nextel  to 


offer  services 
its  rivals  can't, 
the  equivalent  of  a 
citywide  Wi-Fi  network  using  the  much- 
heralded  Wi-Max.  No  wonder  Sprint 
Nextel's  estimated  long-term  earnings- 
per-share  growth  tops  our  group, 
at  15%.  —Scott  Woolley 


The  Top  10 

Five-year  annualized  total  return  (%) 

Hub  Group 

59.1 

JB  Hunt  Transport 

47.7 

Landstar  System 

45.4 

Norfolk  Southern 

26.6 

CH  Robinson  Worldwide 

23.5 

Burlington  Santa  Fe 

22.5 

Expeditors  Intl 

21.6 

Werner  Enterprises 

19.2 

Arkansas  Best 

18.4 

Pacer  International 

16.11 

TRANSPORTATION 

SKYWEST 

SkyWest  ($1.5  billion  sales)  ma 
be  the  most  profitable  airlin 
you've  never  heard  of.  It  take 
off  2,300  times  a  day,  but  mo: 
of  its  planes  are  painted  with  th 
colors  of  United  or  Delta.  Sk) 
West  flies  regional  routes  fc 
these  major  carriers  out  c 
places  like  Los  Angeles,  Chicag 
and  Atlanta  to  tiny  airpor 
like  those  in  Kalispell,  Mont 
Burlington,  Vt.;  and  Yuma,  Ah 
Though  it  may  seem  insane  to  rely  so  heavily  on  such  trouble 
partners,  the  big  carriers  have  an  incentive  to  hand  over  tho" 
routes  since  they  can't  possibly  match  SkyWest's  low  costs.  Ovi 
the  past  5  years  SkyWest's 
sales  have  grown  at  an 
annual  clip  of  20%.  Over  the 
past  12  months  they  were  up 
45%,  earnings  up  21%. 

For  all  of  2005  the  com- 
pany's stock  gained  36%, 
while  the  S&P  index  of  air- 
line stocks  was  down  6%. 
No  threat  of  huge  losses, 
strikes,  bankruptcy  or 
underfunded  pensions 
here.  — Jonathan  Fahey 


Larry  L.  Weyers,  CEO. 


UTILITIES 

WPS  RESOURCES 

Slow  and  steady  wins  the  race  for  $6  billion  (sales)  WPS 
Resources,  which  has  600,000  customers  in  northern  Wisconsin 
and  Michigan's  upper  peninsula,  and  another  250,000  in  the 
Northeast  and  parts  of  Canada.  Chief  Executive  Larry  L.  Weyers 
has  produced  a  1 7%  average  total  return  over  the  past  five  years  in 

part  by  paring  down  the  util- 
ity's risk  profile.  Last  year  he 
sold  off  a  59%  stake  in  a  Wis- 
consin nuclear  power  plant, 
getting  rid  of  the  operating 
headaches  but  providing  the 
same  amount  of  power  to 
customers  through  a  power- 
purchasing  agreement  with  the  new  owners.  Weyers  has  also  begun  construction  on  a  $750  million,  51 
megawatt  coal-fired  plant  that  will  burn  up  to  7%  less  fuel  and  reduce  fine  dust  emissions  by  80%.  W 
ers  tells  Wall  Street  to  expect  6%  to  8%  earnings-per-share  growth  each  year.  The  company  has  paid 
annual  dividend  since  1940  and  has  increased  it  every  year  since  1958.  — Susan  Kitch 


The  Top  10 

Five-year  annualized  total  return  {%) 

UGI 

28.4 

Equitable  Resources 

23.4 

Questar 

23.0 

Southern  Co 

19.2 

WPS  Resources 

17.4 

Wisconsin  Energy 

17.1 

Sempra  Energy 

16.7 

Edison  International 

16.4 

FjrstEnefjfc*  , 

15.3 

AGL  Resources 

14.2 
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ALLOCATION    OF  TIME 


It's  not  that  money  isn't  important.  Of  course  it  is.  Which  is  why  experts  should  help  you  manage  it.  And  the 
personal  attention  you'll  receive  at  Northern  Trust  makes  us  an  excellent  choice.  A  dedicated  team  of  specialists 
will  get  to  know  you,  and  your  goals.  All  of  our  resources— our  teams  of  advisors,  our  technology— are  focused 
on  protecting  and  growing  client  assets.  Because  it's  your  life,  and  your  money.  We  think  you  should  make 
the  most  of  both.  If  you'd  like  to  know  more,  call  William  Morrison  at  800-468-2352  or  visit  northerntrust.com. 

Northern  Trust 

Private  Banking    |    Asset  Management    |    Financial  Planning 
Trust  Services    |    Estate  Planning  Services    |     Business  Banking 


Singapore  Airlift 


TAKING  OVER  THE  CONTROLS  AT 
Singapore  Airlines  in  mid-2003, 
Chew  Choon  Seng  hit  his  share 
of  headwinds.  The  airline,  a  fa- 
vorite of  business  travelers  on 
long  ocean-crossing  flights,  has  been  one 
of  the  world's  tightest-run  ships.  But  add 
to  the  overall  sector's  hit  from  high  fuel 
prices  a  special  stew  of  regional  miseries 
such  as  the  fallout  from  the  SARS  epidemic, 
terrorism  in  Bali  and  a  catastrophic 
tsunami,  and  you  can  see  why  Chief  Exec- 
utive Chew,  in  a  rare  interview,  wryly  jokes 
about  his  "interesting  times." 


Glass  act: 
Chief  Executive 
Chew  Choon  Seng 
relies  on  the  Girls 
to  get  service  right. 


Times  are  getting  even  more  interest- 
ing for  Chew  and  Singapore  Air— interest- 
ing in  the  way  of  the  Chinese  curse — with 
the  rise  of  new  competition.  It's  coming  not 
just  from'the  discounters  that  are  filling  the 
skies  of  Asia,  too,  but  also  from  a  wave  of 
premium,  yet  lower-priced  operators  out 
of  the  Persian  Gulf.  The  most  threatening  of 
these  is  Emirates,  working  from  a  hub 
in  Dubai. 

That  carrier  and  its  base  have  modeled 
themselves  on  Singapore  Airlines  and  Sin- 
gapore's Changi  Airport  to  chase  after  the 
front-cabin  travelers  flying  between  Asia 


and  Europe.  Singapore  aviation  officia 
admit  that  Emirates  rose  faster  than  th» 
expected.  "Its  plans  for  the  future  are  a 
guably  the  most  ambitious  on  the  planet 
says  UBS  analyst  Damien  Horth.  Emirat 
offers  business-class  tickets  from  Singapo 
to  London  for  $3,600  versus  $5,000  ft 
Chew's  outfit.  No  one  can  accuse  Emirate 
boss,  Tim  Clark,  of  stealth:  "The  game 
up"  for  rivals,  he  has  said. 

Well,  not  quite.  Singapore  Airline 
known  as  SIA,  remains  a  formidable  cor 
petitor.  The  airline  has  never  lost  money  c 
a  full-year  basis,  and  in  2004  it  had  a  fatt 


)ttom  line  than  any  other,  $825  million  on 
'  billion  in  revenue.  It  sports  the  world's 
cond-largest  market  capitalization,  $8  bil- 
>n,  after  America's  Southwest,  at  $13  bil- 
>n.  It  is  the  largest  international  carrier  in 
;ia,  ranked  by  number  of  passengers  flown 
6  million  in  2004).  SIA  is  routinely  called 
e  world's  best  airline,  winning  so  many 
•est  of  awards  that  its  Web  site  is  updated 
onthly  to  keep  track  of  them. 

Yet  the  vulnerability  of  even  SIA  was  un- 
:rscored  when  just  ten  days  into  the  job 
new  announced  that  SIA  Group  was  lay- 
g  off  1.5%  of  its  staff  of  29,000,  and  soon 


after  that  SIA  was  posting  a  quarterly  loss. 
(Both  were  SARS  aftershocks.) 

Layoffs  and  losses  are  normal  fare  in  the 
global  airline  industry,  which  has  collec- 
tively lost  $36  billion  in  the  last  four  years 
and  was  set  to  lose  an  additional  $6  billion 
in  2005.  But  for  SIA  the  layoffs  were  the  first 
in  two  decades,  and  the  quarterly  loss  was 
the  first  since  it  split  off  in  1972  from  what 
is  now  Malaysia  Airlines. 

Predecessor  Cheong  Choong  Kong  was 
a  big-picture  strategist.  By  contrast,  Chew, 
59,  can  walk  into  a  meeting  of  division 
heads  and  query  each  one  in  detail  from 


memory.  At  company  functions  he  likes  to 
mingle  with  the  rank  and  file,  beer  in  hand. 
During  a  publicity  shoot  in  a  repair  hangar 
he  chatted  with  the  mechanics  between 
photo  sessions. 

Yet  don't  mistake  politesse  for  softness. 
"Beneath  the  amiable,  smiling  demeanor 
is  a  man  who  understands  and  handles 
risks,"  says  Ho  Kwon  Ping,  an  SIA  director 
and  head  of  the  Banyan  Tree  resort  chain. 

A  case  in  point  was  his  reaction,  un- 
characteristic in  Singapore,  to  Airbus'  eight- 
month  delay  in  delivering  the  A380,  the 
much-talked-about  superjumbo  that  will 
replace  the  Boeing  747.  SIA  will  be  the  first 
airline  to  fly  it,  with  an  order  for  $9  billion, 
more  than  the  market  capitalization  of  SIA 
itself.  Chew  threatened  to  sue  Airbus  for 
breaking  its  delivery  contract  and  lam- 
basted it  in  an  interview  for  a  German  mag- 
azine. (SIA  and  Airbus  are  in  talks.  The  ini- 
tial delivery  is  now  set  for  late  2006.) 

"Chew  has  a  refreshingly  frank  air 


about  him,"  says  JPMorgan  analyst  Peter 
Negline  in  Hong  Kong.  Trained  as  a  me- 
chanical engineer,  Chew  dispassionately  an- 
alyzes data  in  decision  making.  In  public  he 
speaks  in  careful,  grammatical  sentences. 
Even  his  hobbies  reveal  a  love  of  precision 
engineering:  collecting  fine  watches  and 
Porsches  (although  he  now  uses  a  more  se- 
date Rover  sedan). 

The  Airbus  episode  was  a  warm-up  for 
bruising  times  ahead,  even  as  some  opti- 
mists see  a  new  dawn  for  air  carriers. 
Chew's  challenge  is  to  ensure  that  finicky 
business  travelers  keep  flying  SIA  while  he 


remakes  the  airline  for  a  tougher  market. 
"The  focus  used  to  be  in-flight  service  and 
yields;  now  it  is  shifting  to  cost  reduction — 
of  an  intensity  that  requires  restructuring, 
not  just  shaving  off  some  fat,"  says  Peter 
Harbison,  head  of  the  Centre  for  Asia  Pa- 
cific Aviation  in  Sydney. 

Profitability  measures  (2005  net  margin 
is  more  than  10%)  offer  good  marks  so  far. 

Chew  confounded  many  in  2004, 
when  Asian  economies  were  recovering, 
by  setting  a  goal  of  cutting  nonfuel  costs 
by  20%  in  three  years.  He's  ahead  of 
schedule,  cutting  10%  in  just  a  year.  One 
step:  outsourcing  data-processing  func- 
tions to  IBM. 

SIA  was  already  tightfisted.  "On  every- 
thing facing  the  customer,  they  do  not 
scrimp.  On  everything  else,  they  keep 
costs  low,"  says  DBS  Vickers  analyst  Chris 
Sanda  in  Singapore.  One  example  is  head- 
quarters, built  on  the  top  floor  of  a  work- 
ing aircraft  hangar  in  the  cargo  area  of 

FORBES"  January  9,  2006  123 


The 

Engineer 

Singapore  Airlines  wins  business  travelers  with  its 

soft  touches.  Beneath  the  surface  is  a 
tough-minded  management 


By  Justin  Doebele 


Singapore  Airlines 


Singapore's  Changi.  While  first-class  pas- 
sengers flying  overhead  feast  on  lobster 
thermidor  and  sip  Dom  Perignon,  visitors 
to  Chew's  office  get  instant  coffee  in  plas- 
tic cups.  The  airline  rarely  gives  compli- 
mentary upgrades.  "We  are  careful  not  to 
dilute  the  experience  of  someone  paying 
full  fare,"  says  Vinod  Achuthan,  an  in- 
flight supervisor. 

SIA  is  also  helped  by  hub  Changi's 
being  one  of  the  world's  most  cost-efficient 
airports.  Landing  charges  for  a  747, 
including  ramp  and  other  services,  are  only 
$2,000  versus  $3,500  in  Hong  Kong  and 
$7,500  at  Japan's  Narita.  Pilot  salaries  are 
also  below  Asian  rivals' — none  at  SIA  ex- 
ceeds $  1 50,000  yearly. 

It  doesn't  hurt  SIA  that  its  57%  owner  is 
Temasek,  the  government-linked  invest- 
ment company.  "The  government  share  is 
more  than  about  cash;  it  also  increases  the 
attractiveness  of  SIA  equity  and  debt  for  in- 
vestors" because  of  the  security  it  provides, 
says  Richard  Aboulafia,  an  analyst  at  avia- 
tion consultancy  Teal  Group. 

Chew  rebuts  this  view:  "We  are  an- 
swerable to  our  shareholders  and  the  mar- 
ket." (SIA  has  been  a  public  company  on 
the  Singapore  exchange  since  1985.) 

Lee  Kuan  Yew,  the  founder  of  modern 
Singapore  (and  a  columnist  for  this  maga- 
zine), personally  commandeered  labor  talks 
between  SIA  and  the  pilots  union  last  year, 
but  he  insisted  that  SIA  gets  no  breaks.  "My 
job  is  to  see  that  Singapore's  position  as  an 
air  hub  is  not  lost.  If  budget  airlines  were  to 
eat  up  SIA's  profits  but  retain  Singapore  as 
a  hub,  I  say  'So  be  it,'  even  though  we  lose 


money  as  shareholders  of  SIA,"  he  said  dur- 
ing the  talks.  Conveniently  for  the  airline, 
one  of  the  pilots  agitating  for  a  more  vocal 
union  happened  not  to  be  a  Singaporean 
national;  he  was  deemed  an  "undesirable 
immigrant"  and  booted  from  the  country. 
(The  pilots  union  is  one  of  five  politically 
independent  unions  in  Singapore;  the  rest 
have  joined  the  National  Trades  Union 
Congress,  which  is  closely  allied  with  Lee's 
People's  Action  Party.) 

Beyond  any  official  help,  SIA's  rise  is  one 
of  grit  and  savvy — it's  been  called  the  Is- 
rael of  the  sky.  As  underdogs  in  1972,  with 
no  domestic  traffic  to  rely  on,  the  carrier 
had  to  go  after  long-haul  premium  mar- 
kets, using  Singapore's  status  as  a  remote 
business  destination.  It  has  since  triumphed 
with  Changi  as  a  transit  point  for  affluent 
pleasure  fliers,  as  well. 

The  Singapore  Girl  "Great  Way  to  Fly" 
campaign,  kept  all  along  (although  today 
36%  of  SIA's  cabin  attendants  are  men),  es- 
tablished a  reputation  for  pampering  pas- 
sengers. SIA  led  the  way  in  creature  com- 
forts such  as  on-demand  video. 

SIA  flies  one  of  the  world's  youngest 
fleets,  5.5  years  on  average  (versus  the  in- 
dustry's 13) — and  newer  planes  get  as 
much  as  20%  better  mileage.  On  a  route 
from  Hong  Kong  to  London  SIA  can  save  as 
much  as  $12,000  in  fuel  costs  each  way. 
And  because  its  planes  are  well  maintained, 
SIA  gets  top  dollar  when  it  sells  them. 
"When  it  comes  to  SIA's  aircraft  fleet,  Chew 
has  proven  to  be  a  consummate  asset 
trader,"  says  analyst  Negline. 

Costs  are  also  kept  low  by  SIA's  flying 


Big  deal:  Chew  threatened  a  lc 


et  his  A380s  delivered. 


only  two  types  of  aircraft,  Boeing  747s  an 
777s.  Indeed,  SIA  has  the  world's  large: 
fleet  of  777s.  The  only  current  exception 
specially  equipped  Airbus  A340s,  fly  Sing< 
pore  to  New  York  nonstop  (the  world 
longest  commercial  flight).  Using  only  tw 
basic  types  of  aircraft  lowers  training  an 
maintenance  costs,  f  Southwest  has  a  sim 
lar  strategy.)  SIA  is  one  of  the  few  airlin< 
able  to  pay  cash  for  new  planes,  allowing 
to  negotiate  favorable  terms  with  Boeir 
and  Airbus. 

SIA  has  one  of  the  industry's  most  a< 
tive  fuel-hedging  programs  (Southwes 
again,  is  in  this  game);  futures-marki 
trades  in  jet  fuel  gave  SIA  an  average  co 
for  six  months  16%  below  the  spot  pric 
Still,  SIA  is  now  spending  nearly  a  third  < 
every  dollar  on  fuel,  up  from  a  typical  on» 
fifth,  leading  Chew  to  joke  to  the  staff  r< 
cently:  "You  now  work  a  third  of  the  tirr 
for  the  oil  companies." 

SIA  has  long  wanted  to  connect  to  tr 
U.S.  via  Australia,  an  obvious  route.  Bi 
permission  to  pick  up  passengers  in  Syc 
ney  and  take  them  to  North  America  w 
not  be  easily  won,  because  those  routes  ai 
moneymakers  for  Australia's  Qantas.  "If  SI 
got  the  Sydney  to  Los  Angeles  route,  mo 
traffic  would  shift  to  it  because  of  SIA's  be 
ter  service,"  says  Jim  Eckes,  managing  d 
rector  of  consultancy  Indoswiss  Aviation 

Oh,  yes — the  ace  card,  service.  Yet  eve 
here  Chew's  times  grow  more  interestin 
SIA's  pampering  is  hard  to  keep  a  trade  s« 
cret.  Recently  London-headquartered  Sk; 
trax,  an  independent  passenger-surve 
company,  ranked  Hong  Kong's  Cathay  P; 
cific  as  the  world's  best  airline,  ahead  i 
SIA,  which  came  in  fourth.  "It  is  not  s 
much  that  SIA's  standards  have  slipped  bi 
that  others'  have  gotten  better,"  says  Pet< 
Miller,  Skytrax's  marketing  director. 

SIA  is  locked  in  an  arms  race  to  find  ev 
more  inventive  ways  to  stay  ahead.  To  in 
prove  its  food,  for  example,  it  built  a  S 1  mi 
lion  simulator  to  mimic  the  air  pressure  ar 
humidity  found  inside  a  plane- — the  first  i 
the  world — since  taste  buds  change  in  tr 
air.  (One  discovery:  Cut  back  on  spices.)  1 
the  individual  video  screens,  which  are  no 
widely  adopted,  SIA  adds  a  Berlitz  learnir 
channel  so  you  can  arrive  prepared. 

The  airline's  aim  is  always  to  know  ho 
to  say  "special." 
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taken  for  a  Ride 

low  one  of  America's  toughest  tort  lawyers  let  himself  be 
cammed  by  a  trusted  insider  |  By  Christopher  Helman 

rHERE  WAS  NO  GOOD  REASON  FOR  JOHN  O'QUINN'S 
Ferrari  575M  to  be  at  the  mechanic's,  recovering  from 
a  fender  bender.  He  hadn't  been  driving  it,  and  he 
hadn't  paid  $192,000  for  someone  else  to  take  it  out 
for  a  spin.  Then  he  discovered  that  his  1965  Ford 
elby  Mustang  GT350  was  banged  up  and  in  the  shop.  A  cur- 
ry glance  through  his  garage  showed  other  cars  missing. 

That  was  December  2004.  O'Quinn,  now  64,  tried  to  get  in 
ach  with  Zev  Isgur,  a  32-year-old  ex-con  whom  he'd  befriended 
d  entrusted  with  the  management  of  his  fast-growing  collec- 
>n  of  classic  cars.  On  his  behalf,  Isgur  had  traveled  the  country, 
ying  Duesenbergs,  Bugattis  and  Packards.  But  suddenly  Isgur 
isn't  returning  his  calls.  O'Quinn  had  noticed  the  young  man 
;med  to  be  living  outside  his  means — weekends  in  Las  Vegas, 
orty  duds,  flashy  girls.  Where  was  Isgur  getting  his  money?  An- 
er:  He  was  embezzling  it,  from  right  under  O'Quinn's  nose. 
A  tenacious  and  competitive  workaholic,  O'Quinn  is  one  of 


the  most  successful  plaintiff 
lawyers  in  the  land.  Among  his 
biggest  scalps  are  a  $1  billion 
verdict  last  year  against  Wyeth 
Labs  for  its  diet  drug,  fen-phen; 
a  $17.3  billion  tobacco  settle- 
ment for  the  state  of  Texas;  and 
$100  million  for  probably 
harmless  silicone  breast  implants  made  by  Dow  Corning.  Total 
estimated  pelf  for  O'Quinn,  Laminack  &  Pirde  of  Houston:  $1.5 
billion.  Still  pending  are  cases  against  brokers  and  hedge  funds 
for  shorting  the  shares  of  weak  companies  and  against  Ford 
Motor  for  rollover  accidents  caused  by  the  Explorer.  How  could 
such  a  smart  guy  have  been  duped? 

Turns  out  he's  a  bit  of  a  sucker  for  a  sob  story.  O'Quinn  met 
Isgur  in  the  late  1990s.  He  had  read  in  the  Houston  Chronicle  a 
letter  Isgur's  mother  had  written,  begging  someone  to  give  her 
son  a  second  chance.  His  delinquency  began  in  Houston,  where 
he  slopped  school  to  smoke  pot  and  engage  in  petty  theft.  Dur- 
ing a  job  interview  at  his  law  firm,  O'Quinn  looked  past  Isgur's 
two  years  in  prison,  judged  him  a  smart  kid  with  a  good  heart 
and  gave  him  a  job  as  a  gofer.  The  two  clicked,  and  Isgur  even- 
tually became  a  confidant  and  a  personal  assistant.  "I  trusted 
him  completely,"  says  O'Quinn,  who  is  divorced  and  childless.  "I 
treated  him  like  the  son  I  never  had." 
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O'Quinn's  childhood  passion  for  cars  was  reignited  two  and 
a  half  years  ago  when  he  saw  a  1932  Duesenberg  Durham 
Tourister  for  sale  at  a  Houston  auction  of  antique  autos.  He 
bought  14  cars  that  day,  including  the  Duesenberg  for  $405,000. 
The  outing  took  him  back  to  the  1950s  when  his  dad,  who  had 
a  car  repair  shop,  took  him  to  a  show  at  the  Sam  Houston  Coli- 
seum. When  they  stepped  away  from  the  new  models  to  eyeball 
the  classic  cars,  O'Quinn  recalls,  it  was  "like  walking  into  a 
church."  His  dad  called  the  Duesenberg — that  Depression-era 
carriage  of  kings  and  kingpins — "the  greatest  car  ever  built." 

O'Quinn  has  since  spent  upward  of  $100  million  to  buy  618 


Like  walking  into  a  church? 
A  slice  of  O'Quinn's 
$100  million  collection. 


cars,  including  six  other  Duesenbergs,  the  191 1  Rolls-Royce  Silver 
Ghost  featured  in  Titanic,  JFK's  1962  Lincoln  Continental  Bubble 
Top  limo,  a  curvaceous  1937  Bugatti  Type  57  Atalante  and  a  1938 
Talbot  Lago  for  which  he  paid  $3.4  million  at  auction  in  Septem- 
ber. The  unlikely  centerpiece  of  the  collection  is  a  gray  1975  Ford 
Escort.  The  car  is  as  modest  as  they  come,  but  its  provenance  is 
divine:  Before  Karol  Wojtyla  became  Pope  John  Paul  II,  he  tooled 
around  the  Polish  countryside  in  it.  O'Quinn  bought  the  pope- 
mobile  in  October  for  $690,000. 

Isgur  helped  out  with  the  cars,  managed  deliveries,  handled  in- 
voices. And  with  no  yen  to  spend  the  rest  of  his  life  in  the  law  office, 
he  lobbied  O'Quinn  and  got  the  job  of  managing  the 
collection.  By  late  2003  Isgur  was  crisscrossing  the  coun- 
try to  scout  cars  and  make  deals  on  O'Quinn's  behalf. 
Though  Isgur  didn't  have  check-writing  authority,  he 
simply  sent  a  memo,  which  O'Quinn  signed  off  on  and 
then  faxed  to  his  accountants,  who  cut  the  checks. 

Too  good  an  opportunity  for  a  con  to  pass  up.  In  a  letter  from 
prison  Isgur  cops  to  taking  kickbacks  from  dealers  who  were  keen 
to  sell  their  cars.  He  himself  set  up  a  series  of  front  companies 
(Main  Street  Toys  and  Midtown  Muscle  among  them),  submitted 
paperwork  to  O'Quinn's  bean  counters  for  a  sum,  say,  30% 
higher,  pocketing  the  spread.  He  didn't  stop  there.  He  might,  for 
example,  claim  $70,000  for  a  nice  1962  Corvette  but  deliver  a 
merely  okay  1964  model  that  cost  $40,000.  In  time,  according  to 
court  documents,  he  graduated  to  forging  O'Quinn's  signature 
on  letters  that  went  to  the  accountants.  Some  cars  appear  to  have 
been  paid  for  but  never  delivered.  Investigators  could  never  find  a 


1999  Ferrari  Modena,  for  which  O'Quinn  paid  $140,000,  or 
$70,000  1995  Porsche  Twin  Turbo. 

What  was  Isgur  doing  with  the  cash?  Feeding  a  growir 
appetite,  he  confesses,  for  heroin  and  whores. 

O'Quinn  had  some  inkling.  In  late  summer  2004  his  offi 
received  a  letter  from  an  FBI  agent  in  Phoenix,  who  just  happem 
to  be  an  auto  aficionado.  He  had  sold  Isgur  a  car,  months  h; 
passed  and  he  hadn't  been  paid.  O'Quinn  says  he  never  saw  tl 
letter.  The  agent  also  sent  a  copy  to  Donald  Clark,  a  form 
regional  director  of  the  FBI,  who  for  the  past  six  years  had  servi 
as  staff  private  eye  for  O'Quinn's  firm.  Clark  says  he  filed  the  k 
ter  away  without  acting  on  it,  as  it  had  been  address* 
to  O'Quinn,  not  him. 

A  few  months  later  Isgur  hit  bottom.  He  says 
former  wife  went  to  O'Quinn  and  spilled  the  beai 
"[John]  didn't  know  I  was  leading  a  double  life,"  Sc 
Isgur,  who  now  claims,  "I  never  meant  for  all  this 
happen."  When  O'Quinn  asked  Clark  to  look  into  Ze 
behavior,  Clark  remembered  the  FBI  agent's  letter. 

The  first  step  was  to  get  a  full  inventory  of  t 
cars.  Clark  and  a  gaggle  of  accountants  arrived  o 
morning  in  January  2005  at  O'Quinn's  warehouses 
northwest  Houston.  They  were  met  by  Isgur,  who  h 
surfaced  long  enough  to  file  a  police  report  claimi 
that  some  vehicles  had  been  stolen.  He  showed  Ck 
where  the  locks  on  one  garage  had  been  damaged 
was  a  feeble  attempt  at  a  cover-up.  The  investigati 
took  90  days.  Result:  O'Quinn  was  missing  29  cars  he  thought 
had  bought  and  had  overpaid  by  $3  million  for  the  ones  he  h; 

O'Quinn  got  some  of  his  money  back.  Clark  tracked  do' 
Isgur's  associates  who,  Clark  says,  helped  launder  funds.  Ck 
says  he  confronted  a  stripper  friend  of  Isgur's  at  her  home; 
took  him  to  the  bank  and  withdrew  $680,000  in  ill-gotten  casl 
In  April  2005,  with  the  walls  closing  in,  Isgur  came  out  of  h 
ing  and  sat  down  with  Clark  at  his  mother's  house.  Clark  says 
laid  out  forged  letters,  copies  of  checks  and  bank  records,  show 
how  Isgur  had  diverted  O'Quinn's  money  into  his  own  accou 
and  went  over  lists  of  which  cars  O'Quinn  did  and  didn't  ha 

"It's  like  what  Ronald  Reagan  said 
about  the  Soviets,  Trust,  but  verify/ 


Then  Clark  delivered  the  evidence  to  a  Harris  County  assist 
district  attorney.  The  prosecutor  brought  seven  cases  agai 
Isgur,  who  pleaded  guilty  to  two  cases  of  felony  theft.  Isgur  die 
show  up  for  h:  plea  hearing,  which  garnered  him  a  bond-jun 
ing  charge.  He  was  dragged  back  and  sentenced  in  July  2005  tc 
years.  If  he  behaves  himself,  he  could  be  out  by  2017. 

Reached  by  phone,  Isgur's  mother  says  she  can't  defend  Zt 
actions.  "It  wouldn't  do  me  or  my  son  any  good  to  contrac 
anything  Mr.  O'Quinn  or  Don  Clark  have  to  say,"  she  expla 
What  says  the  king  of  torts  about  this  sorry  episode?  "It's 
what  Ronald  Reagan  said  about  dealing  with  the  Soviets," 
sighs.  "  'Trust,  but  verify.' " 
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UNLOCK  THE  VALUE  HIDDEN 
WITHIN  YOUR  ENTERPRISE. 


Inefficient  business  processes,  slow  product  development,  fragmented  customer 
data-these  are  just  a  few  signs  that  your  enterprise  has  hidden  opportunities  for 
increasing  customer  and  shareholder  value.  That's  where  we  can  help. 

We're  Tata  Consultancy  Services,  TCS,  creator  of  the  Global  Delivery  Model  for  software 
development.  For  over  35  years  TCS  has  been  the  provider  of  choice  for  hundreds  of 
clients  around  the  globe  seeking  to  improve  business  performance  through  superior  IT 
consulting  and  outsourcing  solutions.  Whether  it's  increasing  supply  chain  efficiency, 
elevating  customer  service  or  improving  speed  to  market-we've  helped  some  of  the  best 
companies  in  the  world  become  even  better. 

Let  TCS  help  you  unlock  hidden  value  in  your  enterprise.  For  a  more  complete 
introduction,  email  marketing@usa-tcs.com  or  visit  TCS  online  at  www.tcs.com. 


Team  Valuations 


Full-Court  Press 

Robert  Johnson  spent  $300  million  to  create  the  CHARLOTTE  BOBCATS,  only  to 
struggle  with  tepid  attendance,  indifferent  sponsors  and  poor  play.  But  his  big  bet 
now  may  be  starting  to  pay  off  |  By  Kurt  Badenhausen 


ROBERT  JOHNSON  PAID  $300  MIL- 
lion  in  2003  for  the  National 
Basketball  Association's  new 
team,  the  Charlotte  Bobcats. 
That  was  more  than  double 
what  an  expansion  team  had  fetched  nine 
years  earlier.  No  problem:  North  Carolina 
is  famous  for  its  passionate  fans,  its  econ- 
omy is  vibrant,  and  the  city  of  Charlotte 
was  building  a  new  arena,  replete  with 
luxury  suites,  funding  construction  and 
letting  the  team  keep  all  revenue. 

But  three  years  later  the  Bobcats 
haven't  gone  up  in  value — while  the  aver- 
age NBA  franchise  has  appreciated  31%. 
Even  the  Cleveland  Cavaliers,  with  a  far- 
less-generous  lease  on  an  11 -year-old 
building,  were  sold  in  March  2005  for 
$375  million.  What's  going  on? 

The  Bobcats  stumbled  to  a  pathetic  18- 
64  record  on  court  last  season,  the  team's 
first.  Attendance  was  at  only  62%  of 
capacity  in  the  old 
building — 14,400  fans 
a  game,  putting  the 
team  29th  among  30 
(the  relocated  New 
Orleans  Hornets  ran 
last).  Corporate  spon- 
sors have  been  tough 
to  come  by.  And  a  re- 
gional sports  network 
started  by  Johnson, 
founder  of  Black  En- 
tertainment Television,  quickly  flamed  out 
The  rocky  season  hit  a  low  point  last 
June  when  the  team  had  to  shut  down  its 
regional  sports  channel,  C-SET.  Time 
Warner  had  insisted  chat  C-SET  be  carried 
as  a  premium  digital  service  instead  of 
basic  cable,  which  reduced  its  reach  to  only 
600,000  homes,  less  than  half  the  market. 
"It  clearly  was  a  mistake,"  says  Marc  Ganis 


2004-05  Rookie  of 
the  Year  Emekai 
Okafor  has  all  thei 
right  stuff  in  the 
eyes  of  Robert1 
Johnson  (inset). 
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The  City  Game 


ie  Knicks  have  been  an  embarrassment  on  the  court  in  recent  years  but  stiil  take  the  top 
ed  in  our  ranking  because  New  York's  passionate  fans  paid  $74  million  for  tickets  last 
ason,  the  most  in  the  NBA.  Great  players  explain  why  the  Heat  (Shaquille  O'Neal)  and  Cav- 
ers (LeBron  James)  shot  up  in  value  during  the  past  year.  —Jack  Gage  and  Michael  K.  Ozanian 


IK    TEAM  1  OWNER(S)  (YEAR  ACQUIRED) 

CURRENT1 
($MIL) 

1-YEAR 
CHANGE 

REVENUES 
($MIL) 

INCOME2 
($Mll) 

1  NEW  YORK  KNICKS  1  Cablevision  Systems  ('97) 

$543 

10% 

$181 

$25.2 

1  LOS  ANGELES  LAKERS  1  Jerry  Buss  (79) 

529 

4 

156 

38.2 

|  HOUSTON  ROCKETS  1  Leslie  Alexander  ('93) 

422 

14 

141 

25.8 

1  CHICAGO  BULLS  !  Jerry  Reinsdorf  ('85) 

409 

11 

136 

34.7 

1  DALLAS  MAVERICKS  1  Mark  Cuban  (00) 

403 

8 

124 

-17.8 

|  DETROIT  PISTONS  !  William  Davidson  (74) 

402 

11 

134 

25.0 

1  PHOENIX  SUNS  1  Robert  Sarver  ('04) 

395 

11 

132 

40.4 

|  MIAMI  HEAT  1  Micky  Arison  ('95) 

362 

30 

119 

11.5 

1  CLEVELAND  CAVALIERS  1  Daniel  Gilbert  (  05) 

356 

20 

102 

16.0 

1  BOSTON  CELTICS  1  Wycliffe  Grousbeck  ('02) 

353 

5 

110 

8.4 

1  PHILADELPHIA  76ERS  !  Comcast  (96) 

351 

3 

110 

0.7 

1  SAN  ANTONIO  SPURS  I  Peter  Holt  ('93) 

350 

8 

121 

23.7 

1  SACRAMENTO  KINGS  !  G  Maloof,  J  Maloof  ('98) 

345 

c; 

119 

10.0 

1  INDIANA  PACERS  1  H  Simon,  M  Simon  ('83) 

324 

4 

108 

8.5 

|  WASHINGTON  WIZARDS  1  Abe  Pollin  ('64) 

318 

16 

106 

14.3 

|  MINNESOTA  TIMBERWOLVES 1  Glen  Taylor  (  95) 

303 

4 

101 

-5.0 

J  CHARLOTTE  BOBCATS  I  Robert  Johnson  (  03) 

300 

NA 

73 

9.8 

J  MEMPHIS  GRIZZLIES  1  Michael  Heisley  ('00) 

294 

23 

98 

-15.6 

|  DENVER  NUGGETS  1  E  Stanley  Kroenke  ('00) 

283 

6 

94 

12.3 

I  TORONTO  RAPTORS  I  Ontario  Teachers'  Pension  Plan  (98) 

278 

-6 

94 

-1.3 

1  UTAH  JAZZ  I  Larry  Miller  (85) 

274 

7 

91 

9.4 

J  NEW  JERSEY  NETS  I  Bruce  Ratner  ('04) 

271 

-9 

87 

-6.1 

j  ATLANTA  HAWKS  1  Michael  Gearon  Jr  ('04) 

262 

13 

87 

8.9 

1  LOS  ANGELES  CLIPPERS  1  Donald  Sterling  ('81) 

248 

11 

83 

14.6 

1  ORLANDO  MAGIC  I  Richard  DeVos  (91) 

247 

13 

82 

-9.5 

3  GOLDEN  STATE  WARRIORS  1  Christopher  Cohan  ('95) 

243 

7 

81 

-3.1 

1  SEATTLE  SUPERSONICS  1  Howard  Schultz  (  01) 

234 

14 

81 

-7.8 

8  MILWAUKEE  BUCKS  I  Herbert  Kohl  ('85) 

231 

16 

78 

-1.5 

1  PORTLAND  TRAIL  BLAZERS  |  Paul  Allen  (  88) 

227 

-8 

78 

-31.5 

J  NEW  ORLEANS  HORNETS3  1  George  Shinn  ('87) 

225 

0 

78 

-3.9 

.   LEAGUE  AVERAGE 

326 

9 

106 

7.8 

senues  and  operating  income  are  for  the  2004-05  season.  NA:  Not  applicable.  "Value  of  team  based  on  current 
la  deal  (unless  new  arena  is  pending),  without  deduction  for  debt  (other  than  arena  debt).  Earnings  before 
rest,  taxes  and  depreciation.  Temporarily  playing  in  Oklahoma  City. 


Sportscorp,  a  Chicago  sports-business 
nsulting  firm.  "It  hindered  their  growth 
not  reaching  a  bigger  audience." 

But  the  biggest  obstacle  of  all  was 
otional — the  scandal-tinged  stain  left 
the  Bobcats'  predecessor  in  Charlotte, 

Hornets.  That  team  began  in  1988 
d  led  the  NBA  in  attendance  for  seven 
light  seasons,  selling  out  364  consecu- 


tive games.  Then  stars  Anthony  Mason 
and  Derrick  Coleman  ended  up  on  the 
police  blotter,  and  team  owner  George 
Shinn  endured  a  heavily  publicized  civil 
sexual  assault  case.  (He  was  vindicated.) 
Attendance  plunged  50%  over  four  years, 
and  the  team  left  town  in  2002. 

Now,  however,  Johnson's  bold  bet 
may  be  beginning  to  pay  off.  After  spend- 


ing its  first  season  in  the  Hornets'  out- 
dated arena — terms  set  by  the  city  and 
the  NBA — the  Bobcats  moved  into  their 
new  home  as  the  NBA  season  began  in 
November.  "We  were  in  the  old  place  of 
the  old  team.  It  didn't  allow  us  to  start 
with  the  type  of  momentum  that  you  get 
with  a  new  building,"  laments  Bobcats 
President  Edmond  Tapscott.  "It  was  the 
challenge  we  were  handed." 

The  new  arena  opened  to  rave 
reviews.  It  is  the  most  technologically 
advanced  site,  with  the  best  sightlines, 
anywhere  in  the  NBA,  says  Dean  Bonham 
of  Bonham  Group,  a  Denver  sports  mar- 
keting firm.  The  ten  highest-priced  lux- 
ury suites  all  sold  for  $250,000  or 
$350,000.  But  an  estimated  15%  of  suites 
and  25%  of  pricey  club  seats  remain 
unsold,  in  part  because  the  team  must 
compete  with  hugely  popular  Nascar  and 
the  National  Football  League's  Carolina 
Panthers. 

The  team  has  a  new  cable  TV  deal 
with  Time  Warner,  which  allows  it  to 
reach  1.4  million  subscribers  and  brings 
in  an  estimated  $8  million  a  year. 

Fans  are  embracing  Emeka  Okafor, 
who  was  Rookie  of  the  Year  last  season 
and  is  known  for  his  smart  and  person- 
able behavior  off  the  court.  Attendance  is 
up  13%  to  16,300  per  game.  Johnson 
offered  a  money-back  guarantee  to  any 
season  ticket  holder  who  was  dissatisfied 
after  five  games — and  got  no  takers,  the 
team  says.  This,  despite  the  Bobcats'  6-17 
record  so  far  this  season. 

Charlotte's  warming  up  to  pro  bas- 
ketball is  a  result  of  some  earnest  efforts 
by  team  executives,  who  set  up  in  Char- 
lotte a  year  and  a  half  before  the  team 
played  its  first  game.  They  joined  45  com- 
munity boards.  Players  appeared  at 
dozens  of  fan  events.  Johnson  held  on  to  a 
65%  stake  but  brought  in  Charlotte 
investors  such  as  former  Bank  of  America 
chief  Hugh  McColl  Jr. 

As  things  start  to  look  up  for  the  Bob- 
cats, one  missing  piece  is  a  winning 
record.  That  may  be  doable.  With  an 
expansion  team,  Robert  Johnson  had  a 
lowered  salary  cap  for  his  first  two  years. 
For  the  2006-07  season  he  can  open  his 
wallet  and  get  more  talent.  F 
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Environmental  Meltdown 


Bye-Bye,  Kyoto 

One  thing  George  W.  Bush  got  exactly  right  was  Kyoto. 
The  treaty  isn't  working,  and  a  lot  of  folks  who  bought  into 
it  are  now  looking  for  an  exit  strategy  |  By  Dan  Seligman 


T 


|  HE  YEAR  JUST 
ended  was  a 
fateful  time  for 
the  Kyoto  Pro- 
tocol. It  was  the 
year  in  which  the  treaty, 
negotiated  in  1997  as  a 
way  to  slow  global  warm- 
ing, formally  took  effect. 
That  was  in  February.  It 
was  also  the  year  in  which 
Kyoto  became  opera- 
tional, i.e.,  a  whole  bunch 
of  rules  were  adopted  at  a 
conference  in  Montreal. 
That  was  in  November. 
Finally,  2005  was  the  year 
in  which  it  became  painfully  obvious  that 
the  treaty  was  a  fiasco. 

Possibly  you  missed  this  news,  which 
somehow  failed  to  garner  32-point 
headlines  and  in  some  cases  was  simply 
suppressed.  One  spectacular  case  of 
suppression  involved  the  performance 
of  Britain's  Tony  Blair  at  an  event  billed 
as  the  Clinton  Global  Initiative.  Held  in 
a  New  York  Sheraton  in  September  and 
organized  by  the  ex-President,  who  was 
himself  onstage  much  of  the  time,  it 
drew  not  only  Blair  but  also  UN  Secre- 
tary-General Kofi  Annan,  the  king  of 
Jordan,  Condoleezza  Rice  and  swarms 
of  big-league  reporters,  including  rep- 
resentatives of  the  New  York  Times  and 
Washington  Post.  Neither  paper  reported 
the  Kyoto  put-down  by  Blair,  who  had 
previously  been  identified  as  an  out- 
front  supporter  of  the  treaty.  What  he 
said  on  the  stage  of  the  Sheraton  was 
that  his  thinking  has  changed  in  the  past 
three  or  four  years.  He  added:  "No 
country  is  going  to  cut  its  growth." 
Since  no  country  knows  how  to  reduce 
emissions  without  cutting  growth,  those 
words  have  to  be  taken  as  a  confession 
of  failure. 


Also  heavily  hinting  at  failure  was 
the  final  surrender  to  developing  coun- 
tries that  had  been  adamant  about 
refusing  to  sign  on  to  Kyoto.  When  the 
Clinton  Administration  agreed  to  the 
protocol,  it  was  widely  understood  that 
it  could  never  be  ratified  by  the  U.S. 
Senate  so  long  as  the  deal  exempted 
countries  that  were  both  major  polluters 
and  trade  competitors.  Even  the  New 
York  Times  editorialized  at  the  time  that 
without  the  participation  of  China  and 
India  "any  scheme  to  limit  greenhouse 
gases  will  be  a  farce."  That  was  six 
months  before  the  treaty  was  signed. 
After  it  was  signed,  without  China  and 
India,  the  Times  said  that  the  President 
must  "spend  the  next  year  enlisting  the 
participation  of  developing  countries," 
before  the  deadline  for  ratification 
expired.  How  Clinton  was  supposed  to 
sweet-talk  those  countries  into  signing  a 
contract  that  was  clearly  against  their 
economic  interests  the  paper  never 
explained.  In  the  event,  China  and  India 
stood  pat  and  gave  no  indication  that 
they  planned  to  sign  up  in  the  future. 
That  still  appears  to  be  their  position, 
and  early  last  year  their  decision  was 


accepted  by  the  signatorit 
The  final  capitulatic 
surfaced  in  a  UN  agenc 
document  put  forward  I 
Kofi  Annan  in  March, 
indicates  that  the  prese 
treaty  will  not  cover  tl 
developing  countries  b 
proposes  wishfully  th 
they  will  elect  to  con 
aboard  the  follow-c 
treaty,  after  Kyoto  expir 
in  2012.  ("We  strong 
endorse  Mr.  Annar 
agenda,"  said  the  Tim 
farcically.) 

For  the  time  bein 
then,  Kyoto  is  essentialh 
western  European  propo: 
tion.  With  the  Bu 
Administration  and  Au 
tralia  opting  out  and  tl 
developing  world  no  long 
being  asked  to  join,  tl 
European  Union  stands 
the  default  supplier  of  si 
natories  who  are  in  a  position  to  ma 
significant  reductions  in  carbon  emi 
sions.  This  seems  anomalous,  as  Chi; 
and  India  together  send  more  tons 
carbon  into  the  atmosphere  than  all 
western  Europe  combined,  and  the  U 
accounts  for  more  than  China  and  Inc 
together. 

And  yet  it  appears  that  even  weste 
Europe  is  not  reducing  emissions.  T 
Kyoto  rules  say  that  western  Euro] 
must  get  their  emissions  to  a  level  8 
below  those  prevailing  in  1990.  But  vi 
tually  all  those  countries — the  only  si 
nificant  exception  is  Germany — a 
going  in  the  wrong  direction.  The  latt 
available  data,  covering  emissio 
through  2003,  tell  us  that  in  the  yea 
since  the  treaty  was  negotiated,  carb( 
dioxide  levels  increased  by  7%  in  Fran< 
11%  in  Italy  and  29%  in  Spain.  T 
increase  for  western  Europe  as  a  whc 
was  5.4%. 

After  many  years  of  European  chatl 
about  the  monstrous  evil  perpetrated 
George  W.  Bush  in  rejecting  Kyoto,  it  is 
possible  interest  that  the  increase  in  a 
bon  emissions  in  the  U.S.  during  the 
years  was  slightiy  lower  (4.7%). 
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Bob  Hatlam,  CEO,  Dimension  One  Spas 


Bob's  bank 

has  spent  10  years  soaking  in  the  business 
adjusts  financing  terms  to  best  fit  his  needs 
offers  the  freedom  of  24/7  online  cash  management 
is  a  powerful  force  in  his  overseas  trade 
never  relaxes  when  it  comes  to  banking. 


Invest  in  you 


Union 

Bank  of 
California 


Commercial  Banking 

Northern  California  -  Michael  Riley,  Market  President,  (415)  705-7170 
Central  Valley  -  Scott  A.  Hagel,  Market  President,  (916)  321-6702 
Greater  Los  Angeles  -  Bita  Ardalan,  Market  President,  (818)  595-2021 
Metro  Los  Angeles  -  Scott  Connella,  Market  President,  (213)  236-4275 
Orange  County/San  Diego  -  Mary  Allis  Curran,  Market  President,  (619)  230-3374 

Small  Business  Services  -  (866)  876-7065 

All  financing  subject  to  credit  approval. 


Visit  us  at  uboc.com 


«2005  Union  Bank  of  California,  N.A.  Member  FDIC 


I  Makers&Breakers 


For  more  financial  stats,  go  to  www.forbes.com/makers. . 

Return  of  the  King 

At  Microsoft  the  gulf  has  widened  between  its  lush  profits  and  its 
spindly  stock.  MICROSOFT  (27,  msft)  shares  are  ending  the  year  only  pen- 
nies from  where  they  were  last  January,  while  tech  rivals  Apple  and 
Google  have  at  least  doubled.  Microsoft's  stock  is  at  half  its  1999  high. 

But  the  software  king,  for  all  its  midlife  atherosclerosis,  may  be  ready 
to  rock  and  roll  again,  says  Benjamin  Halliburton,  chief  investment  offi- 
cer of  Tradition  Capital  Management.  The  Xbox  360  game  console  is  on 
track  to  sell  3  million  units  in  its  first  90  days  on  the  market.  Two  huge 
product  rollouts  are  due  in  2006's  second  half:  Windows  Vista,  a  new 
version  of  the  market-leading  operating  system,  and  Office  12,  the  latest 
iteration  of  a  suite  of  desktop  productivity  applications. 

Microsoft's  software  faces  significant  challenges  from  the  free  and 
fast-growing  Linux  operating  system.  Still,  Windows  remains  by  far 
the  world's  most  popular  computer  operating  system,  running  on 
90%  of  desktop  PCs  and  outselling  Linux  on  servers  by  3-to-l,  says 
market  researcher  IDC. 

In  the  June  2005  fiscal  year  Microsoft  saw  earnings  surge  49%  to 
$12.2  billion  on  $39.8  billion  in  revenue.  First-quarter  advances  were 
just  as  impressive.  This  stock  trades  at  a  low  (for  it)  23  times  earnings, 
and  there  is  ample  room  to  boost  the  dividend  (now  yielding  1.2%) 
a  lot.  The  quarterly  payout  just  rose  a  penny.  — Daniel  Lyons 


Out  of  the  Nest  I       Out  of  the  Nest  II      Spanish  Armada 


Stock  price 


Spun  off  from  Motorola  in  2004  amid 
much  skepticism,  freescale  SEMICONDUC- 
TOR (27,  FSL)  is  on  the  verge  of  moving 
beyond  its  former  parent.  The  world's 
ninth-largest  chip- 
maker  still  depends 
on  Motorola  for 
one-fifth  of  sales. 

Chief  Executive 
Michel  Mayer  hints 
that  Freescale  has 
won  deals  to  supply 
chips  to  at  least  three 
overseas  mobile  phone  makers.  It  makes 
the  chips  inside  devices  ranging  from  cell 
phones  to  autos  to  digital  cameras. 

Net  income  for  the  first  nine  months 
of  2005  was  $370  million,  up  80%,  on 
$4.4  billion  in  revenue.  The  gross  margin 
of  42%  is  rising.  Freescale's  trailing 
price/earnings  ratio  of  30  is  a  bit  high  but 
justifiable.  Douglas  Freedman  of  Ameri- 
can Technology  Research  thinks  the 
stock,  on  a  well-deserved  uptrend,  should 
keep  rising.  —Elizabeth  Corcoran 
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Management  and  technology  consultant 
accenture  (29,  ACN)  has  certainly  fared 
better  than  Arthur  Andersen,  its 
accounting-firm  sibling  done  in  by  the 
Enron  fiasco.  But  since  the  2001  spinoff, 
which  occurred  before  the  Enron  scan- 
dal, Accenture  has  been  burdened  by 
what  UBS  analyst  Adam  Frisch  calls  Wall 
Street's  "mental  baggage." 

Too  bad.  Accenture  has  consistently 
posted  good  numbers  because  of 
its  long-standing 
relationships  with 
the  world's  largest 
companies.  For  the 
fiscal  year  ended 
in  August,  earnings 
rose  36%  to  $940 
million  on  revenue 
of  $17.1  billion.  But 
Frisch  thinks  investor  sentiment  is 
improving. 

With  a  P/E  of  19,  Accenture  is  cheap 
compared  with  the  category's  average 
multiple  of  42.  — Megan  Johnston 


Stock  price 


Spain's  phone  giant,  TELEFONICA  (45,  TE 

has  been  acquiring  companies  worldwi 
from  the  Czech  Republic  to  Latin  Am« 
ica.  Latest  target: 
British  cell  provider 
02  PLC,  at  $31.4  bil- 
lion— the  second- 
largest  all-cash  offer 
in  telecom  history, 
after  Cingular  Wire- 
less' buyout  of  AT&T 
Wireless. 

Although  Telefonica's  earnings  r< 
36%  to  $3.9  billion  for  2005's  first  th 
quarters,  on  revenue  of  $32  billic 
David  Novosel  of  research  firm  Gim 
Credit  says  that's  lower  than  expect 
He  sees  a  lack  of  geographic  focus  in 
expansion  strategy  and  snags  in  in 
grating  the  new  pieces.  Adding  debt 
gain  customers  in  competitive  mark 
will  make  things  harder,  he  belie\ 
Under  the  circumstances  the  multipls 
16  times  trailing  earnings  is  excessive, 
say  short  the  stock.     — Tatiana  Sen 
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ould  leave  you  speechless.  > 


esting  things  happen  when  a  sculptor  and  composer  collaborate  over  a  phone.  The  BeoCom  2  is  formed  from 
gle  piece  of  aluminum  with  an  original  ring  tone  scored  to  set  it  apart.  The  result  is  a  phone  that  enhances 
munication,  especially  nonverbal. 

your  nearest  Bang  &  Olufsen  store  at  www.bang-olufsen.com  or  call  800  971  4129. 
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RPM  International. 


DoIt-Yourselfers 

know  the  brands  well:  DAP®, 
RustOleum®  Varathane®,  Bondo® 
and  Testers*.  Industrial  brands 
include  Stonhard®,  Tremco®,  Euco®, 
Carboline®,  Day-Glo®  and  Dryvit®.  They're  all  managed  by 
RPM  International,  an  Ohio-based  holding  company  that 
has  achieved  58  years  of  record  results,  reaching  sales  of 
nearly  $2.6  billion  for  fiscal  2005. 

RPM  has  proven  to  be  the  best  home 
for  entrepreneurial  companies  in  the  markets 
it  serves.  And  Ohio  is  a  great  home  for  RPM. 

In  Ohio,  RPM  enjoys  an  ideal  location, 
ready  access  to  technology,  research  and 
development  and  government  leaders  willing 


^  "W"         RPM  Intel 

why~ 
Ohio? 


Bring 

-^Your , 

Business. 

Enrich 

YourLife. 


to  work  as  partners  with  industry. 
All  that,  plus  a  comfortable, 
sophisticated  lifestyle  that  attracts 
and  retains  top  talent.  With  diverse 
cities,  outstanding  schools  and 
affordable  housing,  Ohio  is  a  great  place  to  live. 

And  now  the  business  climate  is  better  than  ever. 
Major  tax  reforms  have  shifted  policy  from  taxing  capital 
investment,  profits  and  wealth  creation  to  taxing  gross 
receipts.  The  result  is  greater  incentives  to  invest  in 
innovation  and  productivity  and  more  support  for 
entrepreneurial  activity.  Visit  us  at 
OhioMeansBusiness.com.  Or  call  us,  and  find 
out  what  successful  companies  like  RPM 
already  know:  Ohio  is  a  great  place  for 
business. . .  and  for  living. 


"Creating  value  for  our  shareholders 
is  one  ofRPM's  primary  goals. 
Ohio's  business-friendly  environment 
helps  us  remain  a  very  attractive 
investment  year  after  year. " 


—  Frank  C.  Sullivan 
President  &  CEO,  RPM  International 


W  TAX  REFORM  PAVES  WAY  FOR  OHIO  BUSINESS  GROWTH.  1-877-466-4551 


Enhance  ROI. 

No  property  tax 
on  investments 
in  machinery 
and  equipment. 


Reduce  tax 
rates.  No 

business  tax 
on  product  sold 
to  customers 
outside  Ohio. 


Enjoy  a  level 
playing  field. 

All  companies 
taxed  the  same. 


Start  a  new 
enterprise. 

First  $1M 
gross  receipts 
are  tax-free. 


Spend  less  on 
compliance. 

Fair,  simple, 
equitable. 
Lower  cost  of 
doing  business. 


Plan  accurately. 

Stable,  efficient, 
predictable. 
No  tax  surprises. 


■MEANS  BUSINESS 


www.OhioMeansBusiness.com 


UntO/  Every  OmCo^m^^' 

www.uso.org 


A  ly  the  world's  best  airline  through  our  hub  at  the  world's  best  airport — the  preferred  gateway 
to  Asia — and  choose  from  6  flights  a  day  from  the  United  States  to  Hong  Kong  that  connect  you 
to  major  destinations  in  Asia.  You'll  also  enjoy  the  pleasure  of  traditional  Asian  hospitality  from 
the  moment  we  welcome  you  on  board. 

Now  you're  really  flying. 


Cathay  Pacific 


www.cathaypacific.com/us 


BUSINESS  DECISION  BECAME  A  BETTER  HEALTH  PLAN." 

tod  on  pape  25  years  of  experience  More  thai;  2  million  members 
salth  Net  Inc.  with  annual  revenues  of  $12B  8ut  we're  even  better  in  action.  With  products 
that  offer  the  affordability  and  control  employers  need  and  the  choices  employees  are  looking  for.  Plus  a  program  called 
Decision  PowerSM  that's  inc  employees  resources  like  a  persona  Health  Coach  support 

videos  and  reliable  information  to  help  them  better  understand  their  condition  and  treatment  options. 

d  quite  of  a  following.  More  than  100,000  members'  have  used  Decision  Power 

since  its  inception  last  year.  Surveys  show  that  80%  report  that  talking  with  a  Health  Coach  helped  them  improve  their 
condition  and  95%  would  recommend  the  service  to  a  friend.2  So  if  you'd  like  to  hear  more  about  a  health  plan  with 

a  difference  in  utilization  trends  and  patient  satisfaction,  call  your  Broker  today.  Or  call  Health  Net 
1  -800-448-441 1 ,  optiot  .  Or  visit  www.healthnet.com 

Health  Net' 

A  Better  Decision 

'100,000  members  in  Health  Ne>  affiliated  plans.  'Healln  Dialog  Sen-ices  Corporation  member  survey.  Health  Net?  of California,  Inc.,  is  a  subsidiary  of  Health  Net,  Inc.  Health  Net,  Inc.'sHMO,  POS.b 
PPO  and  govemmen: .  •  benefits  to  6  million  members  nationwide  through  group,  individual.  Medicare,  Medicaid  and  TRICARE  programs.  Health  Net,  Inc.  has  $12  Billion  H 

revenues.  team  Nr.  ot  California,  he.  Health  Net  is  a  registered  trademark  of  Health  Net,  Inc.  Health  Net's  Decision  Power  is  a  service  mark  of  Health  Net,  Inc.  All  rights  reserved. 


Celebrate  Spring  in  MoMA's  Garden 


MM 


The  opportunity  to  host  corporate  events  in  the  Museum  and  in  The  Abby 
Aldrich  Rockefeller  Sculpture  Garden,  free  admission  for  employees  and  guests, 
invitations  to  exhibition  openings,  discounts  in  the  MoMA  Stores,  and  a  tax 
deduction  for  your  donation — depending  on  your  level  of  support,  they're  all 
benefits  of  Corporate  Membership  at  MoMA. 


The  Museum  of  IV 

For  more  information,.or  to  join  toda; 
Senior  Associate  Director  of  Develop 
Fax  (212)  333-1168.  E-mail  katherin 
www.moma.org/corporate 

The  Abby  Aldrich  Rockefeller  Sculpture  Garden.  Left  to  rt 
1959.  Painted  sheet  steel.  Mrs.  Simon  Guggenheim  Fund 
Calder/ArtistsRights  Society  (ARS).  New  York.  Ellsworth  ¥ 

'  aluminum.  Susan  Morse  Hilles  Fund.  Aristide  Maillot.  The 
C.  1951-53).  Bronze.  Gift  of  Stephen  C.  Clark.  ©  2005  Al 

'  the  collection  of  The  Museum  of  Modern  Art.  Photo:  ©  Ti 


Yes,  But  James  Grant 


i  I 


Resolution: 
Underpay 

MATERIAL  PROGRESS  IS  THE  STORY  OF  THE  MODERN 
age.  People  are  living  longer,  eating  better  and 
enjoying  more  of  the  pleasures  of  this  life — just  as 
they  have  been  doing,  on  and  off,  since  the  Indus- 
trial Revolution.  "On  and  off'  is  the  rub.  Life  and 
markets  are  cyclical.  Nothing  goes  straight  up.  To  protect  against 
the  unavoidable  intermittent  setback,  arm  yourself  with  a  mar- 
gin of  safety.  When  investing  this  New  Year,  resolve  to  underpay. 

A  fine  resolution,  but — like  so  many — not  easy  to  keep.  You 
can  spot  a  nonbargain  a  mile  away.  The  art  market,  for  example, 
is  full  of  them.  An  investor  in  human  progress  might  reason  that 
spreading  affluence  means  rising  prices  for  the  creations  of  the 
human  imagination:  paintings,  sculpture,  furniture,  stamps,  etc. 
This  would  especially  be  so  if  the  world's  central  banks  continue 
so  energetically  to  crank  that  early  icon  of  human  ingenuity,  the 
printing  press. 

But  wait.  "Contemporary  art  prices  are  in  fantasyland — 
they're  near  lunacy."  This  testament  comes  from  none  other 
than  Michael  Steinhardt,  art  collector  and  retired  hedge-fund 
investor.  For  a  window  on  the  frenzied  world  of  connoisseur- 
ship,  consider  the  case  of  Artprice.com,  the  French-listed,  self- 
described  champion  of  art  market  data.  The  company  is  valued 
like  a  Picasso:  a  market  cap  of  $108  million,  at  recent  exchange 
rates,  against  first-half  2005  sales  of  $1.9  million  and  net  income 
of  a  mere  $252,000. 

Bargains  are  what  we  want,  but  they're  all  too  scarce  in  the 
2006  stock  market.  Much  more  common  are  the  c[uasi-bargains, 
fine  companies  selling  at  almost-cheap  prices.  Bunge  Ltd.  (54,  BG) 
the  $25  billion  (revenue)  food  company,  is  an  example.  Global 
vendor  of  protein  with  a  U.S.  headquarters,  Bunge  is  a  pure  play 
on  earthly  betterment.  It's  been  around  since  1818.  Its  stock-in- 
trade  is  grains,  oilseeds  and  fertilizers.  It  does  a  big  business  in 
Brazil,  where  it's  the  largest  producer  in  the  world's  fastest- 
growing  fertilizer  market. 

But  you  know  humanity.  There's  always  a  catch.  For  Bunge, 
one  is  Brazil's  currency,  the  real,  whose  unexpected  strength  has 
depressed  corporate  dollar-denominated  Brazilian  earnings. 
The  Brazilian  business  has  been  further  hit  by  a  drought-  ] 
induced  agricultural  slump.  Another  catch  is  the  Bunge  front  '  ^ 


office,  which  late  last  year  disclosed  a  plan  to  meet  earnin 
expectations  by  managing  the  corporate  tax  rate.  In  response 
the  news  of  this  unwelcome  fix,  the  share  price  sank. 

Bunge  is  profitable,  well  financed  and  on  the  move.  In  phy 
ical  output,  it  grew  by  15%  a  year  from  2001  through  2004. 
terms  of  net  income,  it  grew  by  52%  a  year  over  the  san 
period.  As  the  planet  prospers,  so  will  its  shareholders.  Payii 
13  times  earnings,  an  investor  is  doing  without  that  best 
sleep  aids,  an  obviously  cheap  entry  point.  But  he's  probab 
not  overpaying. 

Tata  Motors  (I3.TTM),  an  Indian  vehicle  maker  with  Ame 
ican  Depositary  Receipts,  offers  another  investment  in  glob 
prosperity.  Imagine  traveling  back  to  the  Eisenhower-era  co 
struction  of  the  U.S.  interstate  highway  system.  India,  wii 
its  Golden  Quadrilateral  highway  project,  is  reliving  (wii 
variations)  that  long-ago  moment. 

And  while  it's  50  years  t< 
late  to  get  in  on  the  US.  po 
war  automobile  boom,  it  pro 
ably  isn't  too  late  to  invest 
Tata,  a  company  notable  f 
profitability,  balance-she 
strength  and  managerial  coi 
petence.  If  the  Indian  markei 
destined  to  follow  the  U 
market's  arc,  good  news  is 
the  way.  For  instance,  mo 
Indian  auto  buyers  pay  cas 
Maybe  one  day  they  vi 
patronize  Tata's  finance  sub. 

Tata  Motors  has  its  war 
Rising  fuel  prices  have  stymi 
truck  sales,  and  the  commod 
bull  market  has  taken  a  toll  on  manufacturing  margins  (75% 
the  company's  cost  of  goods  sold  is  attributable  to  raw  mate 
als).  In  the  past  year  and  a  half  growth  in  unit  sales  of  cars  a 
trucks  has  slowed  to  an  average  of  9%  versus  the  30%  recorc 
in  the  fiscal  year  ended  March  2004.  For  Tata  Motors,  an  op 
mist  on  the  human  condition  is  paying  16  times  earnings 
value-seeking  optimist  might  buy  only  a  little  now,  waiting 
an  all-but-certain  bump  in  the  road  to  create  an  opportunity 
add  more  at  a  better  price.  Remember  your  2006  resolution! 

Ring  out  the  old:  This  column  had  its  share  of  misses 
2005,  including  a  trio  of  short  sales,  all  banks.  The  flatten: 
yield  curve  would  sap  their  profitability,  it  said  here.  The  pri 
of  two  scarcely  moved,  while  the  third,  Commerce  Bank,  c 
obligingly  went  up.  On  the  long  side  Anglo  American  PLC  I 
AAUK)  rose  by  38%  until  Dec.  1.  I'd  keep  it  and  my  other  th 
longs.  The  FORBES  scorekeepers  report  that  the  columnar  pi 
beat  equivalent  investments  on  the  same  dates  in  the  S&P  500 
a  wide  margin — a  gain  of  15.5%  versus  2%.  If  you're  surpris 
I'm  astonished. 


FOrl)GS  ^  v'ames  Grant  is  the  editor  of  Grant's  Interest  Rate  Obser 
••         Visit  his  home  page  at  www.forbes.com/grant. 


Bargainsare 
scarce  in 
today's 
market.  More 
common  are  the 
quasi-bargains: 
fine  companies 
at  almost-cheap 
prices. 
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ITS  SURPRISING  HOW  ONTARIO 
CAN  BE  SO  CLOSE  TO  THE  CENTER 
OF  NORTH  AMERICA, 
AND  YET  SO  FAR  IN  FRONT. 


Ontario 

Canada 


?^A-nrr?        -•  -' 


r^*M\i  -  * 


* 

11 


.com 

1  800  819  8701 


1,500  multinational  companies  operate 
in  Ontario,  because  Ontario  is  one  of  the 
best  places  in  the  world  to  do  business. 
With  a  skilled,  well-educated  workforce, 
competitive  business  costs  and  a  reliable 
infrastructure,  Ontario's  economy  is 
predicted  to  grow  faster  than  any  of  the 
G7  countries.  It's  no  surprise  companies 
from  diverse  industries  like  Toyota, 
Lucent  and  Siemens  have  chosen  Ontario. 
To  find  out  how  you  can  benefit,  just 
call  or  visit  our  website. 

One  of  the  best  educated  workforces  in  the  world 

Easy  access  to  the  U.S.  through  a  transportation 
infrastructure  among  the  best  in  the  world 

Cost-effective,  publicly  funded  universal  health- 
care 

R&D  tax  credits  are  among  the  most  generous 
anywhere 

Among  the  most  competitive  business  costs  of 
the  G7  nations 


safes 


Hired  30 

new  employees 


Invested  in 
new  equipment 


Built  a  loyal 
customer  base 


Protected  the  business 
with  an  emergency 
preparedness  plan 


With  ready.gov.  the  business  you've  worked  so  hard  to  build  can  be  as  prepared  as  possible 
should  a  disaster  strike.  Download  free,  easy-to-use  checklists,  templates  and  other  resources 
to  help  you  develop  an  affordable  plan.  Protect  your  life's  work— start  or  update  your  plan  today. 


Becoming  a  success  is  hard  work.  Protecting  it  isn't.  WWW.ready.gov 


>  5? 


Public  lands  make  up  over  one-third  of  this  great  country,  and  they 
belong  to  each  of  us.  From  sidewalks  outside  our  doors  to  beaches  to 
distant  mountain  streams,  we  share  it  all.  And  together,  we  can  protect 

it.  Whether  you'd  like  to  organize  a  cleanup,  be  a  campground  host,  "f^^g 

or  do  something  else,  there's  a  way  you  can  help.  To  find  out  more  'NUMERIC A 
about  the  volunteer  opportunities  available,  visit  www.TakePride.gov.        your  land,  kudu  hand. 


Capital  Markets  Marilyn  Cohen 


Pay  A 
Premium 


JUST  WHEN  YOU  THOUGHT  THE  SEASON'S  GIFT 
hunting  was  over,  there's  one  last,  postholiday  item 
that  should  be  on  your  list:  corporate  bonds  set  to 
mature  in  the  next  few  years.  They  offer  nice  yields 
that  are  like  a  thoughtful  gift.  These  yields  are  deli- 
ciously  high  compared  with  the  returns  from  intermediate 
and  long-term  issues. 

There  is  no  reason  for  taking  the  interest  rate  risk  on  an 
intermediate  term  bond,  such  as  a  Bear  Stearns  issue  that  is 
maturing  on  Oct.  30,  2015,  to  capture  a  yield  of  5.4%,  when 
another  Bear  Stearns  bond,  maturing  in  only  two  years 
( i  >ec.  15,  2007),  is  yielding  4.9%.  The  difference  in  yield  is 
minuscule. 

What  about  future  Federal  Reserve  hikes?  Don't  they  make  it 
too  soon  to  buy?  I  think  the  risk  of  significantly  higher  short- 
term  rates  is  minimal.  The  Fed,  which  in  mid-December  raised 
rates  by  a  quarter-point  to  4.25%,  is  clearly  closer  to  the  end  of 
its  tightening  cycle  than  the  middle.  I  believe  that  the  next  half- 
point  of  rate  increases  is  already  priced  into  debt  securities. 

One  reason,  though  it's  hard  to  see  it  now,  is  that  this  econ- 
omy is  just  on  the  brink  of  slowing.  How  can  I  know?  From 
what  the  pundits  are  saying.  It's  wise  to  bet  the  opposite.  Recall 
the  savants'  gloomy  talk  in  2002  and  2003  about  a  jobless  eco- 
nomic recovery.  Well,  job  growth  came  along:  In  November  a 
robust  215,000  jobs  were  created.  Today  the  pundits  are  exces- 
sively optimistic.  They  see  that  rate  increases  since  mid -2004 
haven't  slowed  the  economy  and  conclude  that  nothing  will. 
Nonsense.  Rate  hikes  have  always  slowed  economic  activity  in 
the  past,  and  this  era  is  no  exception. 

Regardless  of  what  the  future  brings,  you  can't  go  wrong 
gaining  a  little  extra  income  from  the  high-quality  corporates  I 
have  in  mind.  Since  they  mature  relatively  soon,  you  can  reinvest 
in  fresh  opportunities  that  arise. 

Take  a  look  at  Sprint  Capital  6.375s  due  May  I,  2009,  rated 
Baa2  by  Moody's  and  A-  by  Standard  &  Poor's.  This  $750  mil- 
lion issue  priced  at  103.76  for  a  noncallable  yield  of  5.14%  has 

the  longest  maturity  of  any  of  the  offerings  I  

recommend  now. 

Sprint's  balance  sheet  has  improved  sig- 


nificantly since  the  telecom  meltdown  days.  In  June  2002  j 
two  leading  ratings  agencies  had  Sprint  one  step  away  frc 
junk:  Moody's  at  Baa3  and  S&P  at  BBB-. 

Do  not  be  dissuaded  by  what  appears  to  be  a  tax  disadva 
tage  of  premium  bonds  (namely,  that  you  have  high-tax-rl 
coupon  income  offset  by  a  low-tax-rate  capital  loss).  This  d 
advantage  melts  away  if  you  do  your  taxes  right.  Instead 
claiming  the  $37.60  price  depreciation  (per  $1,000  face  vah 
as  a  capital  loss  at  maturity,  claim  it  as  a  monthly  amorti/.atio 
an  ordinary  deduction  against  interest  income.  Your  brol 
should  be  able  to  do  the  amortization  calculation  for  youi 
not,  get  a  new  broker. 

What  happens  if  the  Fed  stays  on  its  unremitting  march 
higher  rates?  This  catastrophe  would  cause  very  little  damage 
someone  holding  a  short-term  premium  bond.  It  simply  mej 
that  your  bond  premium  erodes  toward  zero  more  quickly  tr 

you  expected.  You  still  get 
coupon  and  the  $1,000  ma 
rity  value  you  bargained  for. 

If  bonds  priced  at  a  pi 
mium  aren't  for  you,  th 
look  at  Freddie  Mac  5.05s  i 
Dec.  8,  2008.  Yes,  Freddie  v 
caught  fudging  income  sta 
ments:  It  pushed  profits  ii 
the  future  to  smooth  out  ca 
ings.  Nevertheless,  the  $1  1 
lion  2008  issue  is  rated  a  pi 
tine  Aaa  by  Moody's,  AAA) 
S&P.  The  Freddie  issue  i 
recently  priced  at  99.80 
yield  5.26%  to  the  Dec. 
2006  call  and  5.12%  to  ma 
rity.  A  three-year  Treasury  yields  only  4.36%. 

Assuming  the  Freddie  bond  will  be  called  at  year-end  2C 
you  may  want  something  that  v/ill  pay  you  longer,  like  the  B 
Stearns  issue  I  mentioned.  Bear  Stearns  6.75s  due  Dec.  15,  21 
are  rated  Al  by  Moody's  and  A  by  S&P,  and  priced  at  103.45 
a  4.9%  noncallable  yield  to  maturity.  If  the  bond  market  d 
well,  so  will  Wall  Street's  Bear  Stearns.  If  mergers  and  acqu 
tions  keep  rocking,  so  will  Bear  Stearns.  And  if  stocks  keep  or 
upward  trajectory,  so  will  Bear  Stearns.  Should  they  not,  Bee 
strong  enough  to  pay  you. 

Still  queasy  about  interest  rate  rises  and  want  to  put  y 
money  into  something  even  shorter?  Consider  AT&T  6.50s 
Nov.  15, 2006,  which  are  rated  Baa2  by  Moody's  and  A  by  Stand 
&  Poor's.  Priced  at  102.67,  this  bond  yields  4.5%  to  matui 
You  can't  get  that  on  a  Treasury  unless  you  go  out  ten  years. 

Rising  rates  spook  investors,  of  course.  But  note  that,  un 
in  periods  following  past  Fed  tightenings,  intermediate  ; 
long-term  rates  have  barely  budged  since  the  latest  round  stai 
in  summer  2004.  So  go  where  the  good  yields  are. 


FOrbCS    ^  Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc..  a  Los  Ang 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohe 


Surprisingly 
good  yields, 
coupled  with 
decent  ratings, 
can  be  found 
with  corporate 
bonds  due  to 
mature  in  the 
next  few  years. 
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The  Benefits  of  Liquid  Asset 

Announcing. . . 
The  Forbes.com/Morrell  Wine  Club 


Invest  with  a  high  ri 'turn  on  enjoy  men  I . 
Once  a  month,  two  bottles  of  superb  tasting  wine  chosen  by 
our  experts  will  arrive  on  your  doorstep. 

Just  click  and  sip. . . 

\AAAAA/.Forbeswineclub.com 

Fora  limited  time,  our  monthly  irine  newsletter 
and  basic  membership  is  free. 


Forbes 

NHtmam  ■  c  o  m 

MORRELL 
Wine  Club 


forbeswineclub.com 


Sugar  Daddy 


With  money  made  from  chocolate,  Milton  Hershey  endowed  what  today  is  the  richest 
grade  school  in  the  world  ($7.8  billion)  |  By  Susan  Adams 


How's  about  a  kiss?  Philanthropist  Hershey  in  1923  with  some  of  his  student-beneficiaries.  His  school  has  since  gone  coed. 


A  MHO  IS  THE  BIGGEST  SHAREHOLDER  OF  THE  «| 
Inf  $4,S  hilliun  Estimated  2005  sales)  Her-  I 
wMwMj  shey  Co.,  North  America's  largest  manu 

■  W  facturer  of  chocolate?  A  K- 12  school  in 
nnsylvania's  rolling  countryside.  The  Milton  Hershey 
"lool  holds  by  far  the  biggest  pot  of  securities  of  any  pri- 
iry  or  secondary  school  on  the  planet.  At  $7.8  billion  its 
dowment  dwarfs  that  of  the  second-richest  (the  academ- 
I  lly  elite  Phillips  Exeter),  which  has  less  than  a  tenth  as 
,tch.  Only  six  U.S.  universities  have  endowments  larger  than 
s  school's. 

How  childless  Milton  Hershey  came  to  make  MHS  sole  bene- 
jiary  of  his  fortune  is  a  story  that  owes  as  much  to  syphilis  as  to 
:oa.  It  is  recounted  in  the  new  book  Hershey:  Milton  S.  Her- 
vy's  Extraordinary  Life  of  Wealth,  Empire,  and  Utopian  Dreams 
imon  &  Schuster,  $25).  Pulitzer  Prize-winning  author  Michael 
Antonio  draws  on  documents  released  only  recently  from  the 
irshey  Co.'s  archives,  including  internal  correspondence  and 


interviews  conducted  in  the  1950s  with  Milton's  friends 
and  colleagues.  What  emerges:  a  man  swayed  one  way  by 
his  Mennonite  mother's  austere  religiosity,  another  by  his 
father's  love  for  experiment  and  fantasy. 

Willie  Wonka  he  wasn't.  Though  Hershey's  is 
sometimes  described  as  a  rags-to-riches  story,  he  was 
never  truly  poor.  During  Milton's  childhood,  his  unreal- 
istic father  drifted  from  unsuccessful  job  to  unremunerative 
project  and  the  family  subsisted  on  very  little.  But  Milton's 
mother's  family,  the  Snavelys,  were  prosperous.  Milton's  mater- 
nal uncles  and  aunt  bankrolled  his  first  two  forays  into  the  candy 
business,  both  of  which  failed. 

The  third,  however,  launched  in  Lancaster,  Pa.  in  1886, 
turned  out  to  be  the  charm,  with  good  luck  coming  by  way  of  a 
British  importer  who  placed  a  huge  order  for  M.S.  Hershey's 
uniquely  creamy  caramels.  Milton  was  28. 

At  that  time  neither  Hershey  nor  anyone  else  in  the  U.S.  was 
producing  milk  chocolate.  That  was  a  European  talent.  In  1893 
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Hcrshey  visited  the  Chicago  World's  Fair, 
where  he  saw  an  exhibit  of  German 
chocolate-making  equipment.  He  bought 
the  whole  thing  and  set  up  shop  in  his 
Lancaster  factory,  producing  chocolate 
bars.  In  1898  he  sold  off  his  caramel  busi- 
ness to  a  competitor  for  $1  million  ($22 
million  in  today's  dollars)  and  poured  all 
of  his  resources  into  chocolate. 

That  same  year  he  married  25-year-old 
Catherine  Sweeney.  As  company  lore 
would  have  it,  Kitty  Hershey  was  an  in- 
genue from  Jamestown,  N.Y.,  pure  as  the 
driven  snow.  But  D'Antonio  documents 
that  Kitty's  snow  had  been  driven  farther 
than  previously  supposed.  She  had  syphilis, 
which  explains  in  part  why  she  and  child- 
loving  Milton  never  had  offspring.  She 
died  in  1915  at  42,  leaving  58-year-old  Her- 
shey bereft. 

His  philanthropic  impulse  and  an  ab- 
sence of  progeny  prompted  Hershey  in 
1909  to  start  a  boarding  school  for  orphan 
boys  and  to  make  the  school's  trust  the 
main  holder  of  Hershey  stock.  Over  the 
years  M.S.  forged  a  tight  bond  with  his 
boys,  periodically  hosting  them  at  his 
mansion.  "Obviously  they  were  his  sons," 
writes  D'Antonio,  "and  he  was  giving 
them  the  stability,  safety,  and  community 
he  had  missed  as  he  followed  his  father 
and  mother  from  place  to  place." 

In  much  the  same  way  that  Hershey's 
combination  of  capitalism  and  idealism 
had  led  him  in  1903  to  found  the  model 
town  of  Hershey  for  his  workers,  he  in  1916 
built  another  perfect  town  in  Cuba,  where 
he  had  gone  into  the  sugar  business.  He  led 
another  life  down  there,  gallivanting 
through  the  island's  many  casinos,  drop- 
ping as  much  as  $50,000  a  month. 

Come  World  War  II,  business  pros- 


The  Milton 
Hershey 
school  today, 
enrollment 
1,370.  Plans 
call  for  it  to 
grow  to 
2,000  by 
2013.  Alumni 
can  get  post- 
graduate 
scholarships 
of  up  to 
$62,500. 


pered  even  more,  thanks  to  the  U.S.  gc 
ernment's  decision  to  include  Hershe 
shelf-stable  and  calorie-rich  bars  in  si 
diers'  rations.  In  1944  sales  reach 
$80  million.  One  of  Hershey's  closest « 
visers  convinced  him  that  it  would  mi 
more  financial  sense  for  the  school  trust 
diversify  its  holdings,  and  Hershey  went 
far  as  to  agree  to  a  divestiture  plan.  But 
never  got  around  to  implementing  it  bef 
he  died  in  his  sleep  in  1945  at  age  88. 

Three  years  ago  the  school's  unic 
power  over  the  Hershey  company  crea 
a  furor.  The  board  of  the  trust  secrfi 
hatched  a  plan  to  sell  its  78%  of  the  co 
pany's  voting  shares  to  Wrigley  for  $  1 2 
lion.  But  residents  of  the  company  to 
and  Hershey's  workers  opposed  the 
and  got  politicians  behind  their  mo 
ment.  The  anti-Wrigley  mob  appealer; 
the  state's  attorney  general,  who  interve 
by  filing  a  petition  in  Orphans'  Couc 
legal  relic  of  an  earlier  time  that  rules 
whether  organizations  entrusted  with 
welfare  of  children  are  performing  pr 
erly.  An  injunction  issued  by  Orph; 
Court  was  enough  to  thwart  the  merg 

Company,  town  and  school  now  sol 
on,  with  Hershey  stock  returning  an  ave: 
17%  annually  over  the  last  30  years.  (At  t 
recent  price  of  S58,  shares  have  nearly  c 
bled  since  the  summer  of  2002  when 
sale  to  Wrigley  was  attempted. )  The  Mi 
Hershey  School  is  expanding,  with  a  go 
housing  2,000  boys  and  girls  by  2013  (r 
went  coed  in  1977).  Bulging  with  cas 
even  bankrolls  the  ongoing  education  c 
alumni,  with  postgraduate  scholarship 
up  to  $62,500.  MHS  has  produced  s 
accomplished  grads,  including  the 
William  Dearden,  who  served  as  < 
executive  of  Hershev  in  the  1970s. 
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The  fastest  way  to  learn 
language.  Guaranteed. 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats,  Fortune  500""  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion  "  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills. Combining  thousands  of 
real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  -  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese  •  Russian 
Spanish  •  Svvahili  •  Swedish  •  Thai  -  Turkish  -  Vietnamese  -  Welsh 


"Stupendous. ..the  juxtaposition  of  text, 
sound  and  picture  was  masterful.  The 
quality  of  both  sound  and  graphics 
was  first  rate."         The  Boston  Globe 


SAVE 
10% 

Your  Price 

Level  1  CD-ROM  £i&r  $175.50 
Level  2  CD-ROM  4*25"  $202.50 
BEST  VALUE! 

Level  1&2Set  $296.10 

Personal  Edition.  Solutions  for  organizations  also  available. 

Call  today  or  buy  online 
for  a  10%  discount. 
RosettaStone.com/fbs01 6 
1-888-232-8823 

Use  promotional  code  fbs016  when  ordering. 

RosettaStone* 

L  Success 
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ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.561-627-7110 


Medical  Breakthrough 


Back  or  Neck  Pain? 
Disc  Replacement  is  here! 

Multi  Level  Disc  Replacement 
Lumbar  and  Cervical  discs 
Disc  Replacement  with  adjacent  fusion 
Fix  it  -  don't  fuse  it!! 
Maverick  and  Prestige  Discs 
Over  1000  done! 
Learn  more  at  wwn.GetADR.com 

or  call  1-866-544-8252 
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Dali,  Haring,  Lichtenstein,  Behrens, 
Bntto.  Fairchild.  Fazzino,  Hofmann. 
Schvaiko,  Maimon.  Tarkay.  and  More  - 
Over  20.000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura.  Fla. 
(888)932-6166  www.Gallart.com 
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Nanotechnology  is  changing  our 
...  our  dothes,  the  military,  sde 
autos,  medical  technology ...  e 
thing!  It's  the  investment  opporl 
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Free  Reports.  Satisfaction  guara 
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Life  insurance  rates 
drop  to  all-time  lows 

Call  today  for  free  quotes.  Our  new  computer  system  will  compare 
the  rates  of  over  60  leading  companies,  reveal  best  buys  to  you. 


Best  Rates  for  Females 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$29 

$64 

$123 

45 

$46 

$107 

$210 

50 

$68 

$163 

$322 

55 

$106 

$259 

$513 

60 

$157 

$385 

$760 

65 

$257 

$635 

$1,266 

70 

$395 

$979 

$1,952 

Best  Rates  for  Males 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$30 

$66 

$127 

45 

$46 

$107 

$210 

50 

$73 

$175 

$345 

55 

$114 

$277 

$549 

60 

$188 

$462 

$919 

65 

$329 

$814 

$1,623 

70 

$661 

$1,644 

$3,282 

Also  available:  15,  20,  25,  30  year  and  level-premium-for-life  plans 
0  Call  1-800-441-0072  right  now  for  free  quotes  &  advice 
0  Or  visit  www.insure.com  for  instant  quotes 
0  NEW!  Also  quoting  auto,  health,  home  and  more... 


". .  .outstanding  -  as  good  as  a  Web 
site  on  insurance  can  possibly  be. 
Insurance  for  Dummies 

"The  best  Web  site  I've  found. . ." 
The  Dallas  Morning  News 

"This  solution  has  value  for  those 
who  value  immediacy  and  privacy." 
U.S.  News  &  World  Report 


"...this  site  is  flush  with  useful 

features." 

Forbes.com 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use..." 
Yahoo!  FINANCE 

"  You've  cut  my  insurance 
premium  in  half!" 
Katherine  Havener 


"Makes  shopping  for  the  cheapest 
insurance  policy  much  easier." 
Parents  Magazine 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 
Kiplinger's  Personal  Finance 


View  instant  quotes  at  lnsute*COin 

*E  Or  call  1-800-441-0072  for  FREE  quotes  and  advice       AdCode  F0RBS1/06 

 :  

NOTE;  The  sample  Pennsylvania  female  and  male  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072  or  visit 
/vww.insure.com  to  obtain  life  insurance  quotes  specific  to  your  health  history  profile.  ©2005  Quotesmith.com,  Inc.,  8205  South  Cass  Avenue,  Suite  102,  Darien,  Illinois, 
50561  and  Life  Quotes,  Inc.,  32045  Castle  Court,  Evergreen,  CO  80439.  All  rights  reserved  CA  agent  #0A13858.  LA  agent  #200696,  MA  agent  #333509159. 
3uotesmith  com,  Inc.  dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Quotesmith.com,  Inc  dba  lnsure.com  Insurance 
Services,  Inc.  in  UT  under  agent  #90093  Quotesmith  com  dba  Insure  com  and  Life  Quotes, Inc  in  CO 
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Dali  Prints 


RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  prim... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 

l-(800)-275-3254 

ask  for  Dept.  KM 

3 1 103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallcry.com  .  FAX  949-373-2446 


Businesses  For  Sale 


its 


Wealthy,  bored  and  miserable7  Your  new  life  awaits! 
Easy  BUSINESSES  with  5-star  management  team. 
Work  hard,  or  hardly  at  all  -  absentee  ownership 
oppty.  Both  ear  washes  in  o  &  7  figure  elite  suburb, 
home  of  NFL  and  NHL  frequent  customers.  Main 
facility  hosts  second  floor  decorated  executive 
olliees  floor  to  ceiling  marble/granite  first-floor 
with  impressive  retail  facility  -  ihe  envy  of  industry 
owners'.  Both  businesses  2  years  new,  with  J0% 
increase  in  one  year!  Huge  net,  cash  cow.  BEACH 
IIO\ll  eompletc  with  4-decks,  4-bedrooms,  huilt- 
[ns,  decorated  and  furnished  throughout.  Six-car 
parking.  50-ft  from  the  beach.  Immediate  sale  -• 
owner  relocating.  $7»M,  Principles  only.  Must 
present  multi-seven  figure  financial  statement. 

RO.  Box  2530,  Vcntnor,  NJ  0840ft 

da).  267-246-5000 


"You're  not  buying  a 
business,  you're  buying 
a  new  life!" 


Business  Financing 


GLOBAL  BUSINESS 
I  I  NBING: 

Need  capital  for  operations,  growth  or  new 
equipment?  Any  type  of'busincss  loan,  new 
&  used  equipment  leasing,  factoring,  vendor 

programs.  Commercial  RE.  All  Credit 
Quality  (A-D),  all  business  sizes  from  start 
up  to  Fortune  500.  Apply  online  at 

hilp://w««.|;lnlialhiisinessfunds.com. 
Tel:  231-547-0155 
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•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Forbes 
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Classified 
For  Advertising  Information  and  Rates  Contact: 
Media  Options:  1-800-442-6441 

mediopt@aol.com 


Office  Furniture 


*  FREE  DELIVERY 

*  VOLUME 

•  DISCOUNTS 


Hon  4  Dra 


Hon  4  Dra 
Lateral  File 
$499 


•  Extensive  Online  Catalog 

Including  Desks,  Chairs,  Files,  Tables  &  Bookcase 


^  PLANET 

f[\    OFFICE  FURNITURE 

www.PlanetOfficeFurniture.com 
1-866-380-4978 

Authorized  Online  Dealer  for 


Business  Opportunities  I  Business  Opportunit 


Own  A 
Private  Bank 

800-733-2191 


BUSINESSES  FOR  SA 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 


GW  EQUITY 

Mergen  A  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


Success,  Power,  and  Freedom 
Equipment  Lease  Brokerage 

Lcam  how  lo  lap  a  $220  billion  industry 
from  the  world's  authority  in  leasing.  Low 
risk,  high  yield,  low  overhead,  and  turnkey. 
•Mention  ad  for  discount" 

www.leasinuinstifute.org 
800-429-3335 


Jhe  Forbes  Collecto 


UNITED  STATES  PATENT 


No  Competition  -  Billion  Dollar 
Industry.  Make  more  money  in  one 
month  than  most  people  earn  in  one 
year.  If  you  can  comfortably  afford  an 
investment  of  $14,900  a  high  six 
figure  income  is  very  probable 


Call:  888-369-1646 


You  can  charge  your  ad 


Masterpiece  or  Fake 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  te 

you  the  difference.  From 
American  landscape  paintinc 
modem  photographs  to  baser 
memorabilia,  The  Forbes  Collet. 
will  show  you  where  the  hidd 
gems  are.  Don't  miss  this  insic 
guide.  Subscribe  and  get  4  Fr 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collectc 
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Salesgenie.com 

Changed  My  Life 

"Since  I  got  Salesgenie.com™,  my  sales  have  gone  up  by  40%. 
If  you  are  trying  to  find  new  prospects,  grow  your  sales, 
and  make  more  money  in  this  slow  economy, 
you  better  get  Salesgenie.com™." 

Try  FREE  for  7  Days  &  Get  100  FREE  Sales  Leads! 

Unlimited  Sales  Leads  &  Mailing  Lists 
with  Salesgenie.com 

12  different  databases  with  all  the  sales  leads 
&  mailing  lists  you  need! 


•  13  Million  U.S.  Businesses 

•  2.6  Million  Brand  New  Businesses 

•  11.5  Million  Executives  & 
Professionals 

•  600,000  Manufacturers 

•  218,000  Big  Businesses 

•  5  Million  Small  Business  Owners 


•  200  Million  Residents 

•  65  Million  Homeowners 

•  1 5  Million  New  Movers 

•  3.1  Million  New  Homeowners 

•  1.7  Million  Bankruptcy  Filers 

•  12.5  Million  Households  with 
Children 


See  Your  Prospects  on  a  Map:  You  can  even  see  your  prospects  on  a  map 
;  and  make  your  sales  people  more  productive. 

\  FREE  Contact  Manager:  No  need  to  spend  millions  of  dollars  on  complicated 
'  CRM  software  that  nobody  uses.  Our  Salesgenie.com'"  comes  with  a  Contact 
I  Manager  that  is  easy  to  use  by  anybody. 


For  a  FREi  7-Day  Trial  & 
100  FREE  Sales  Leads', 
call  Angel  Carl  at  866-313-8321 
or  visit  us  at  Salesgenie.com 

Salesgenie.com 


Let  the  genie  grow  your  sales! 


Limit  1  trial  per  customer 


15F0R 


Unlimited 

Business  Credit 
Reports 

on  13  million  U.S. 
businesses. 

Our  Business  Credit  Reports 
are  Perfect  For: 

•  Low-risk  credit  decisions 

•  Business  verification,  supplier  &  vendor 
qualification 

•  Commercial  skip-tracing 

•  Pre-qualifying  sales  leads 

•  Profiling  your  customers 

•  Finding  small  businesses 

What  do  they  contain: 

•  Company  Name  and  Contact 
Information 

•  Years  in  Business 

•  Employee  Size  &  Sales  Volume 

•  Decision  Makers  &  Various  Executive 
Names 

•  Public  Record  Information  &  Newspaper 
Stories 

•  Business  Credit  Rating  Score 

•  And  More! 

For  a  FREE  7-Day  Trial' 
Call  Troy  Peterson 

1-866-285-1056 

or  visit  Credit.net 

Credif.net 

an  /n/oUS Accompany 

•  Limit  1  trial  per  customer  17F0R 


,  s  Subscribers  Service,  .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at... www. forbes.com/customerservice  or  call.. .800-888-9896 


XHLQU.GH.XS 

On  the  Business  of  Life 


Happiness  is  normally  the  prime  search  of  every  rational  human  being.  One  way  to  derive 
increasing  happiness  during  the  year  we  have  just  entered  is  to  strive  diligently  to  promote 
the  happiness  of  others,  to  think  of  them  first,  yourself  second.  Happiness  is  the  greatest  tonic, 
the  greatest  elixir,  of  all.  Worry  is  among  the  worst  poisons.  One  sensible  New  Year  resolution:  I  will  do  my 
utmost  to  have  consideration  for  others,  to  exercise  unselfishness,  to  radiate  happiness,  to  conquer  worrying 
over  things  I  cannot  possibly  remedy.  — B.C.  FORBES  ( 1951 ) 


The  roads  are  very  dirty,  my  boots  are 
very  thin, 

I  have  a  little  pocket  to  put  a  penny  in. 
God  send  you  happy,  God  send  you  happy, 
Pray  God  send  you  a  happy  New  Year! 

—OLD  ENGLISH  CAROL 


I  get  myself  a  gig  somewhere,  whether  it's 
in  a  club  or  in  a  bar,  it  doesn't  matter, 
and  I  just  work  on  New  Year's  Eve  because 
I  feel  it's  very  symbolic  for  me  for  the  next 
year,  for  the  new  year. 

—DEBBIE  HARRY 


/  never  had  a  good  year. 

— JASON  ALEXANDER 


On  New  Year's  Day  the  best  resolution  is 
to  take  a  long  walk,  mix  a  stiff  drink  and 
eat  a  hearty  meal  with  old  friends. 

— ENO  PUTAIN 


New  Year's  resolutions  can't  technically 
be  expected  to  begin  on  New  Year's  Day. 
Because  it's  an  extension  of  New  Year's 
Eve,  smokers  are  already  on  a  smoking 
roll  and  cannot  be  expected  to  stop 
abruptly  on  the  stroke  of  midnight  with 
so  much  nicotine  in  the  system. 

—HELEN  FIELDING 


Now  the  New  Year  reviving  old  Desires, 
The  thoughtful  Soul  to  Solitude  retires. 

—OMAR  KHAYYAM 


Resolutions  are  popular  because  everyone 
feels  they  could  use  a  little  improvement. 

— MARILU  HENNER 


Those  who  refuse  to  make  New  Year's 
resolutions  because  they  always  break 
them  anyway  miss  the  point.  Making 
resolutions  is  a  cleansing  ritual  of  self- 
assessment  and  repentance  that  demands 
personal  honesty  and  reinforces  humility. 
Breaking  them  is  part  of  the  cycle. 

—ERIC  ZORN 


An  optimist  stays  up  until  midnight  to  5< 
the  new  year  in.  A  pessimist  stays  up  to 
make  sure  the  old  year  leaves. 

—BILL  VAUGI 


Hangover:  The  moaning  after. 

—VERNON  MCLELL 


A  dusty  thudding  in  his  head  made  the 
scene  before  him  beat  like  a  pulse.  His 
mouth  had  been  used  as  a  latrine  by  sot; 
small  creature  of  the  night  and  then  as  i 
mausoleum. 

— KINGSLEY  AiN 


Ring  out  the  old,  ring  in  the  new, 
Ring,  happy  bells,  across  the  snow; 
The  year  is  going,  let  him  go; 
Ring  out  the  false,  ring  in  the  true. 

—ALFRED,  LORD  TENNYS' 


A  Text... 

So  teach  us  to  number  our 
days,  that  we  may  apply  our 
hearts  unto  wisdom. 

—PSALMS  90:1 

Sent  in  bv  Lucretia  Lunde,  Fullerton,  Cali: 


v     v  ,  Tv        *  MUn""'  '  FORBES  USSN  0015  69I4)  is  Published  biweekly,  monthly  in  August,  with  an  extra  issue  in  April  and  October,  by  Forbes, 
iJli  u  ?  ■  °  ' '  ,PT°dicals  P°s,a8e  Paid  at  New  York- OT  and  *  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addres. 

74962  Bath  Road,  M.ss.ssauga,  ON  L41  11.2.  GST  #  12576  9513.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  547 1 ,  Harlan,  I A  5 1 593-097 1 .  Forbes  Subsq 
if"  !-Ql  mVu!  vC;  ir <t  ,  ,  ' ,Change  Y°Ur  addreS$  °r  f°r  0ther  assistancc'  P,ease  visi'  www.forbes.com/customerscrvice.  Or  write  to  Forbes  Subscriber  Service,  P.O.  Box  5471, 

MAIL         1ST.  We  make  ,  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2006  Forbes  iA 
rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  US.  Patent  Office.  " 


148     FORBES,  lanuarv  9,  2006 


January  ^0 


A  SUPERCOMPUTER 

FOR  YOUR 

LIVING  ROOM 


HOW  SONY  AND  IBM 
WILL  REMAKE 
ENTERTAINMENT 


iOES  BIG, 

TA  GETS  SMALL 


8BXBCBS3  *****AUTQ**S 

CH  5-DIGIT  34010 

■  'A 

it!        1      !  i  1             1  f-tl  1 

1 1 1  i  1 1 1  i  1 1 ! !  i  i !  1  i  i  i  •  ■.  1 1  ■  i 

2FRBGG752uS7?3/2t  000 

BURLINGAME 

BURLIH6AHE  PUBL  LIB 
480  PRIMROSE  RD 

JAN  2  h  2006 

BURLINGAME  CA   340 10-' 

LIBRARY 

he  world  consumes  two  barrels 
of  oil  for  every  barrel  discovered. 
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XI  starting  we'fght  of  2.52  lbs.  is  with  3-celi  27WHr  battery. 

Weights  vary  depending  on  configurations  and  manufacturing  variability. 

Dell  cannot  l  r=  ile  for  errors  in  i/pogrephy  or  photograpny.  Dell,  the  Del!  logo  and  Latitude  are  trademarks  of  Dell  Inc.  Intel.  Intel  Inside,  the 

intei  inside  .  tnno,  and  the  Intel  Cen  :nno  I  jge  are  trademarks  o-  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United 

Mates  and  : cou  **s- Microsafr  ana  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States 
and/or  other         •«     2005  Deli  Inc.  All  rights  -eservsd. 


%  FAT 


Dell  recommends 
Windows®  XP  Professional 

THE  NOTEBOOK  FOR  BUSINESS. 
DELL'S  LATITUDE  X1  NOTEBOOK  WITH 
THE  MOBILITY  OF  INTEL®  CENTRING™ 
MOBILE  TECHNOLOGY. 


NOW  IS  THE  TIME  TO 

get  the  ultra-thin,  ultra-light,  ultra- 
cool  Dell™  Latitude™  X1  Notebook 
featuring  Intel®  Centrino™  Mobile 
Technology.  Get  the  power  and 
performance  you  expect  from 
Dell  -  in  an  exceptionally  sleek, 
travel-friendly  package  -  and 

GET  MORE  OUT  OF  NOW. 


Click  www.dell.com/latitude28 
Call  (ton  tree)  1.866.212.9329 


MOBILE 
TECHNOLOGY 


great  companies  have  come  together  to  deliver  the 

world  that  matters  most.  Yours.  Your  world  is  a  world  like  no  One  else's. 

Ich  with  people  and  places,  ideas  and  interests  all  your  own.  AT&T's  passion  to  invent  and  SBC's  drive  to  deliver 
ne  together  to  create  the  most  complete  and  secure  network.  Bringing  integrated  communications  to  businesses 
|e.  High-speed  DSL  broadband  to  homes  coast  to  coast.  Innovative  products  that  can  bring  you  rnore  of  what  matters 
you.  And  a  simple  promise  to  stand  behind  them.  We're  putting  your  world  at  your  fingertips  like  never  before. 


Introducing  the  new 


at&t 

Your  world.  Delivered. 


automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  communi 
lighting  •  material  handling  •  medical  solutions  •  transportation  •  water  technologies  usa.siemem 


Who  is  improving  efficiency  and  security 
at  airports  all  across  the  US? 

\/\/  O         Y"f^     We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses 
V  V  V_»     Q  I        •  and  communities  right  here  in  the  US.  One  of  our  specialties  is  providing 
integrated  services  and  solutions  to  enhance  operational  efficiency  and  strengthen  the 
integrity  of  airport  security.  From  check-in  through  take-off  to  landing,  we  deliver  solutions  to 
increase  passenger  comfort,  baggage  and  cargo  security,  and  airfield  safety.  We  are  the  largest 
manufacturer  of  baggage  handling  systems,  and  we  maintain  passenger  and  baggage  screening 
equipment  at  virtually  all  US  commercial  airports.  And  soon  we'll  deliver  the  largest  airport-wide 
100%  in-line  baggage  security  screening  system  in  the  US.  We  also  provide  airfield  lighting  control 
systems  for  sixty-five  of  the  nation's  busiest  airports.  But  unless  you're  one  of  the  70,000 
Americans  that  we  currently  employ,  you  may  not  have  heard  of  us.  We're  Siemens. 

SIEMENS 

Global  network  of  innovation 
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;  not  easy  to  navigate  the  shifting  waters  of  retirement  planning.  But  you  may  find  a  steadier  course  with  exchange-traded 
)sed-end  funds  from  Nuveen  Investments.  They  can  provide  you  with  attractive  monthly  income  that  can  help  keep  your 
ig-term  investment  strategy  sailing  smoothly.  To  learn  more,  contact  your  advisor  or  visit  us  at  nuveen.com/etf.  As  always, 
3re  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates  rise,  the  value  of  a  fund's 
rtfolio  may  decline.  Exchange-traded  closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


n  investor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  an  annual 
port  or  prospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or 
Ween  at  1 -800-257-8787.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  ©2006  Nuveen  Investments,  Inc. 
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CIOs 
RELY 
ON 
HEM 


CFOs 
INSIST 
ON 
THEM 


here's  one  thing  CIOs  and  CFOs  can  agree  on,  it's  Fujitsu  PRIMERQY^  BX620  S2  blade  server. 


eaturing  the  proven  reliability  of  Intel® 
m'"  processors,  PRIMERGY  BX620  S2 
Dlade  server  gives  CIOs  the  power  to 
e  complex  business-critical  enterprise 
ations  based  on  Linux  and  Windows*' 
ating  systems.The  PRIMERGY  BX620 
blade  server  also  provides  a  low  total 
st  of  ownership  (TCO),  delivering  the 
lability,  serviceability,  and  manageability 


PRIMERGY  BX620  S2 
Blade  Server 


CFOs  demand.To  help  maintain  high 
performance  and  low  TCO,  Fujitsu  features 
Cool-Safe'"  cooling  technology  Developed 
with  aviation  simulation  techniques,  this 
innovative,  new  approach  to  thermal 
management  optimizes  processor  airflow 
to  keep  the  server  blades  running  at  peak 
performance  in  real-world 
IT  environments. 


For  more  information  on  the  Fujitsu  PRIMERGY  BX620  S2  blade  server 
and  how  it  can  bring  CIOs  and  CFOs  together,  visit 
us.fujitsu.com/computers/PRIMERGY  or  call  I  -800-83 1  -3 183. 
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Roll  Over  and  Die  Laughing  ,B> 

momentous  decision  this  month  to  wind  down  its  traditioi 
pension  plan  in  favor  of  401  (k)s  will  no  doubt  accelerate  t 
movement  toward  self-directed  retirement 
savings.  The  company's  stated  reason  for 
the  move  was  to  make  pension  costs 
more  predictable.  But  I  think  it  had  an- 
other, ulterior  motive. 

To  understand  my  theory,  turn  to 
the  gatefold  on  page  9 1  and  read  Janet 
Novack's  advice  on  the  latest  wrin- 
kle that  Congress  has  added  to  re- 
tirement planning,  a  device  called 
the  Roth  401  (k).  Now,  you  proba- 
bly thought  there  were  only  two 
kinds  of  individual  pension  ac-  a 
counts,  IRAs  and  401  (k)s,  but  in  fact 
there  are  far  more.  It  behooves  you  | 
to  understand  all  these  subdeties,  be- 
cause if  you  don't  you  will  get  penal- 
ized by  the  IRS  and  spend  your  retire- 
ment years  bagging  groceries  at  a 
supermarket  in  Florida. 

There  are  at  least  1 1  kinds  of  retirement  accounts,  with  dl 
ferent  rules  for  who's  eligible,  when  you  get  phased  out,  wh( 
you  can,  can't  or  must  roll  something  over,  when  you  get  dock 
for  taking  out  too  little  and  when  you  get  smacked  for  taking  a 
too  much.  Here  goes:  deductible  IRA,  nondeductible  IRA,  spouj 
IRA,  inherited  IRA,  Sep-IRA,  Roth  IRA,  40l(k),  aftertax  401(1 
Roth  401  (k),  Simple  IRA  and  Simple  401(k). 

"Simple"?  Those  folks  on  Capitol  Hill  have  a  terrific  sen 
of  humor. 

There  are  six  different  income  cutoffs  at  which  you  are  phas< 
out  of  the  right  to  contribute  or  to  roll  over.  There  are  five  dl 
ferent  tax  regimes  for  withdrawals:  tax  free,  only  the  princip 
tax  free,  taxable  at  regular  rates,  taxable  at  regular  rates  plus  101 
and  taxable  at  regular  rates  plus  25%. 

Novack  is  still  chuckling  over  a  tax  case  decided  in  Novembi 
Seems  that  an  accountant  at  Deloitte  &  Touche  took  out  retir 
ment  money  for  tuition  to  get  a  Ph.D.  He  was  supposed  to  rc 
over  before  withdrawing.  He  didn't.  The  IRS  nailed  him  for 
10%  penalty.  Gotcha! 

Confused?  Go  to  Wolters  Kluwer's  CCH  for  the  handy  foul 
volume,  6,480-page  handbook  to  federal  rules  on  pensioi 
($204).  Read  it  before  you  invest. 

Now  here's  my  theory  on  IBM.  It  is  driving  one  more  nail  I 
the  coffin  of  the  traditional  corporate  pension.  Pretty  soon  ever 
body  will  have  self-directed  accounts,  perhaps  1 1  different  kinds  i 
them.  Then  Congress  will  add  1 1  more.  To  fill  out  our  tax  retun 
we  will  all  need  supercomputers,  sold  by  you  know  who. 

If"  editor! 
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Wrap  Artists 


here,  as  it 
the  right 
inside  an 


Dog  days  for  retiree 
Kathleen  Mitton,  who  had 
to  mortgage  her  home  after 
buying  an  annuity. 

"Shelter  Skelter"  (Dec.  12, 
p.  148)  misses  the  mark  by  not 
mentioning  some  of  the  more 
intelligent  reasons  why  such  vari- 
able annuities  sometimes  make 
good  sense  to  be  wrapped  within 
an  IRA.  These  include  taxation  of 
withdrawals,  taxation  after  death 
and  contractual  income  and/or 
withdrawal  benefit  guarantees 
(lifetime  guarantees),  of  which 
you  made  no  mention.  Of 
course,  caution  definitely  applies 
does  in  any  other  type  of  investment.  But  given  the  right  situation  and 
set  of  objectives,  variable  annuities  are  highly  strategic.  And  yes, 
IRA! 

RONALD  B.  WARE 
Senior  Planner 
TrustDesign 
Franklin,  Mass. 


Stonewalled 

As  a  longtime  subscriber  I  have  to  point 
out  the  folly  in  expecting  the  lists  com- 
piled in  "Best  Managed  Companies" 
(Jan.  9,  p.  108)  to  predict  performance. 
Your  Top  Ten  list  of  builders  by  return 
ranks  Beazer  Homes  USA  eighth,  show- 
ing that  in  a  booming  industry  even  a 
poorly  run  company  can  do  well.  We've 
been  in  our  Beazer  home  almost  two 
years  and  have  just  begun  arbitration  to 
get  them  to  finish  their  work  to  the  stan- 
dards anyone  would  expect.  It  reminds 
me  of  the  William  Faulkner  quote: 
"Don't  bother  just  to  be  better  than  your 
contemporaries  or  predecessors.  Try  to 
be  better  than  yourself."  This  should  be 
etched  on  one  of  the  stones  on  the  facing 
of  our  home  that  keeps  falling  off.  Keep 
up  the  great  work,  but  be  wary  of  the 
power  of  returns  to  determine  who  is 
well  managed. 

CHRIS  DONINGER 
Bristow,  Va. 


Just  Don't  Sprinkle  on  Cerea 

"Twitch  and  Shout"  (Jan.  9,  p. 
reminded  me  that  60  years  ago  I  work 
in  a  shop  that  manufactured  asbestc 
based  clutch  facings  and  brake  linini 
Workers  known  as  "grinders"  protect 
themselves  by  wearing  hoods  and  dt 
masks.  Hundreds  of  them  lived  to  a  ri 
old  age,  yet  I  know  not  of  a  single  a 
of  "asbestosis." 

RICHARD  S.  SCHMI1 
Houston,  Tt 

Memory  Lapse 

In  oui  cover  story  on  Seagate,  "Dri 
Fast,  Drive  Hard"  (Jan.  9,  p.  92),  we  sa 
a  1-inch  flash  card  costing  $300  h 
4  megabytes  of  memory.  Its  capacity 
actually  4  gigabytes. 


Forbes 

i^i^i^icom 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/lerters.  Letters  will  be  editec 
Please  include  address  and  phone  number. 
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Your  potential.  Our  passion." 

Microsoft 


am.  Who  let  the  data  out  of  the  bag? 


You  just  forwarded  everyone's 
salary  to  the  whole  company. 


nwhile,  throughout  the  office.,. 


The  WE  CAN'T  GET  A  GRIP  ON  OUR  DATA  era  is  over. 


tficrosoft*  Office  has  evolved.  Have  you?  After  all,  the  way  we  work  has  changed.  Today, 
nformation  is  simply  everywhere.  Once  it  leaves  your  hands,  anything  can  happen.  That's  why 
he  latest  version  of  Microsoft  Office  includes  Information  Rights  Management  technologies. 
\Jow  you  can  put  limits  on  the  printing,  copying,  or  forwarding  of  sensitive  e-mail  and  documents, 
t's  time  to  evolve  the  way  you  work.  Discover  how  at  microsoft.com/office/evolve 


I  think  it's  time  to  upgrade  our  Office  2000 


I'm  down  with  that. 


Microsoft' 

Office 


105  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  the  Office  logo,  and  "Your  potential.  Our  passion "  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  ard/or  other 
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diaries schw 


Investors  should  carefully  consider  information  contained  in  the  prospectus,  including  investment  objectives,  risks,  charges 
expenses.  You  can  request  a  prospectus  by  calling  800-435-4000.  Please  read  the  prospectus  carefully  before  invei 
Investment  value  will  fluctuate,  and  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost. 
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act  and  Comment 

'  Steve  Forbes,  Editor-in-Chief 

Jith  all  thy  getting  get  understanding' 


Beltway  Banditry:  Don't  Expect  Real  Reform 


E  JACK  ABRAMOFF  LOBBYING  SCANDAL  IS  GROTESQUE,  BUT  IT 
Lot  unprecedented  in  Washington  history.  Before  the  Civil  War 
>st  Americans'  only  contact  with  the  federal  government  was 
ough  the  Post  Office.  Now  contact  occurs  ubiquitously.  The 
ndals  that  tarnished  Ulysses  S.  Grant's  presidency  over  130  years 
i  were  a  sign  of  things  to  come.  As  more  money  flowed  through 
shington  and  as  Washington's  power  to  regulate  our  lives  grew, 
jortunities  and  temptations  for  graft,  influence  peddling  and 
ting  corners  grew  exponentially.  Power  breeds  corruption. 

And  this  will  not  be  the  last  such  case  as  long  as  our  central 
ernment  remains  so  huge  and  pervasive  in  our  national  life, 
ramoff  s  big  wrongdoing  was  in  shaking  «t 
vn  Indian  tribes  that  wanted  either  to  get 
ino  licenses  or  to  protect  current  casinos 
m  competition.  We  don't  need  a  raft  of 
n  laws — Abramoff  and  his  ilk  broke 
nty  of  existing  ones.  He  could  spend  a 
:ade  or  more  behind  bars. 

But  gleeful  Democrats  (even  though 
ne  of  their  politicos  will  be  tarred  by  the 
ramoff  brush)  and  panicked  Republicans 
1  be  eager  to  pass  reform  measures  to 
nonstrate  to  angry  voters  that,  yes,  they 

truly  against  corruption.  One  tempta- 
n:  enacting  more  laws  to  further  the 
?eless  task  of  banning  money  from  poli- 
.  Expect  a  boatload  of  proposals  for  public  financing  of  con- 
ssional  campaigns  and  even  more  public  financing  of  presi- 
itial  ones.  But  these  will  only  further  complicate  our 
reasingly  IRS-like  election  laws. 

As  long  as  Washington  spends  so  much  of  our  money — 
5  trillion  a  year  at  last  count — and  exercises  so  much  life-and- 
th  power  over  so  many  segments  of  our  economy,  affected  peo- 
and  interests  will  find  ways  to  get  their  points  of  view  across, 
r  Constitution  makes  it  clear  we  have  the  right  to  petition  our 
resentatives.  But  some  reformers  will  try  to  ban  campaign  con- 
ations from  affected  interests.  They  and  eager  prosecutors  will 
to  make  the  mere  contributing  of  money  to  politicians  the 
livalent  of  a  bribe.  Thus,  if  your  senator  opposes  more  regu- 
on  on  gun  ownership  and  receives  a  contribution  from  gun 
ners  or  the  National  Rifle  Association,  prosecutors  will  try  to 
st  that  into  a  crime.  But  why  shouldn't  gun  owners  or  those 
o  simply  believe  in  the  Second  Amendment  have  the  right  to 
>port  candidates  and  incumbents  who  share  their  views? 


Felonious  federal  lobbyist  Abramoff  is  not 
the  first  of  his  kind— and  won't  be  the  last. 


There  are  effective  steps,  however,  that  could  be  taken  to 
lessen  the  likelihood  of  future  Abramoff-like  scandals.  But  you 
won't  hear  much  advocacy  for  them. 

Our  tax  code — all  9  million  words  of  it — is  the  biggest 
source  of  lobbying  and  corruption  in  Washington.  The  thing  has 
been  amended  14,000  times  since  1986.  Tax  bills  have  become 
feeding  frenzies  for  special  interests,  as  well  as  a  way  for  pols  to 
try  to  buy  votes  through  manufacturing  ever  more  tax  credits. 
The  flat  tax  would  eliminate  all  of  this. 

Similar  frenzies  are  now  regular  occurrences  with  various 
appropriations  bills.  Two  decades  ago  Ronald  Reagan  vetoed  a 
highway  bill  that  had  some  150  earmarks, 
that  is,  special  appropriations  to  specific 
projects  that  would  be  exempt  from  the  nor- 
mal enactment  process  and  regulatory 
scrutiny.  Reagan  thought  so  many  corrup- 
tion-inviting earmarks  were  an  abomina- 
tion. Yet  a  Republican  President  and  a  Repub- 
lican Congress  passed  a  highway  bill  last 
summer  with  more  than  6,000  earmarks. 

Deregulation  also  reduces  the  influence 
of  and  need  for  lobbyists.  But  the  White 
House  has  dragged  its  heels  in  deregulating 
our  whole  communications  industry.  Tele- 
vision, radio,  cable,  satellite  and  telephone 
companies  still  wage  tong  wars  against  one 
another  for  special  regulatory  advantages,  even  though  the 
Internet  has  obliterated  the  traditional  boundaries  between 
these  segments.  These  wars  generate  a  gusher  in  contributions 
and  lobbying  fees. 

Another  breeder  of  the  Washington-is-the-world-and-we- 
are-indispensable  mentality  is  longevity.  But  don't  look  to  Con- 
gress to  enact  term  limits  on  itself  anytime  soon. 

Another  necessary  reform  is  cleaning  up  the  way  we  draw 
district  boundaries.  In  no  other  democracy  is  the  process  of  dis- 
tricting so  politicized  as  it  is  here.  Most  federal  and  state  legisla- 
tors no  longer  face  any  real  competition  in  general  elections. 
Rare  is  the  federal  election  cycle  in  which  fewer  than  95%  of  the 
incumbents  in  the  House  of  Representatives  running  for  reelec- 
tion fail  to  get  reelected.  Competition  not  only  is  good  for  busi- 
ness but  also  is  a  necessity  in  politics. 

The  flat  tax,  term  limits,  redistricting  reform,  greater  trans- 
parency in  writing  legislation — alas,  don't  expect  such  potent 
antibiotics  to  be  prescribed  for  the  Abramoff  lobbying  infection. 
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Fact  and  Comment. 

The  Constitution  Didn't  Force  Bush  to  Stumble 


PRESIDENT  BUSH'S  SECOND-TERM  WOES  HAVE  ONCE  MORE 
triggered  debate  over  repealing  the  22nd  Amendment  to  the 
Constitution,  which  bars  Presidents  from  serving  more  than  two 
terms  in  office.  The  argument  is  that  this  limit  makes  the  Presi 
dent  a  lame  duck.  His  inability  to  run 
again  saps  his  authority  in  the  Executive 
branch  and  lessens  his  influence  with 
Congress.  As  two  academics  recently  put  it 
in  a  New  York  Times  Op-Ed  piece,  "[Bush] 
will  not  run  again  for  office.  The  voters 
will  not  be  able  to  thank  him — or  dump 
him.  And  yet  accountability  to  the  people 
is  at  the  heart  of  a  democratic  system." 

This  idea  is  nonsense.  Presidents  had 
second-term  blues  long  before  the  22nd 
Amendment.  Ceorge  Washington's  second 
term  was  far  more  turbulent,  contentious  and  debilitating  than 
his  first.  Woodrow  Wilson's  second  term  ended  up  a  disaster.  If 
they  trip  up,  Presidents  can  lose  authority  even  in  their  first 
terms.  Look  at  Herbert  Hoover  or  Jimmy  Carter. 


s  me  rresi-     ins  unwillingness 


4"  . 


Ike  was  the  first  to  feel  the  fallout  from  FDR's 
multiple  presidential  election  victories. 


George  Bush's  stumbles  last  year  were  self-inflicted:  For  t 
long  Bush  and  his  Administration  didn't  inform  the  Americ 
people  about  the  impressive  progress  being  made  in  Iraq.  A 
his  unwillingness  to  put  forth  a  comprehensive  plan  to  s< 
Social  Security  allowed  opponents  to 
reform  as  a  massive  cut  in  current  benel 
and  a  boon  for  Wall  Street  speculators 

The  22nd  Amendment  may  have  be) 
enacted  for  coarse  reasons — Republics 
and  some  disaffected  Democrats  want) 
to  strike  back  at  their  nemesis,  Franklin 
Roosevelt,  who  had  won  the  presiden 
four  times.  Ironically,  the  first  victim 
this  constitutional  change  was  Republic 
Dwight  D.  Eisenhower.  If  Ike  had  bei 
able  to  run  for  a  third  term  in  1960, 
would  have  handily  beaten  young  John  Kennedy. 

George  Washington's  precedent  was  the  right  one.  Ti 
terms  are  enough.  Periodic  turnover  in  elective  office  is  a  po 
tive,  as  our  Capitol  Hill  politicos  remind  us  again  and  again 
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Liberals'  Limitless  Hypocrisy 


Do  As  I  Say  (Not  As  I  Do)— by  Peter  Schweizer  (Doubleday,  $22.95). 
Here's  a  book  that'll  make  your  eyes  pop.  The  mainstream  media 
love  it  when  notable  conservatives  get  caught  not  practicing  what 
they  preach  concerning  personal  behavior.  Prominent  liberals  often 
pride  themselves  on  being  morally  superior  to  conservatives.  Liber- 
als don't  admonish  others  to  lead  virtuous  personal  lives,  but  they 
constantly  excoriate  corporations  and  businesspeople  for  being 
greedy,  racist  and/or  heartless,  soullessly  putting  profits  before  peo- 
ple, fouling  our  environment  and  shamelessly  exploit- 
ing one  and  all.  Liberals  are  adamant  about  imposing 
policies  such  as  affirmative  action;  they  declaim  the 
virtues  of  labor  unions  and  the  need  for  ever-stricter 
environmental  regulations.  As  this  book  engagingly 
documents,  however,  these  lefties  are  in  many  respects 
even  bigger  hypocrites  than  are  fallen  conservatives. 

•  When  Terry  McAuliffe  was  chairman  of  the  Demo- 
cratic National  Committee,  he  constandy  praised  labor 
unions.  And  he's  made  a  good  deal  of  money  in  busi- 
ness deals  with  union  pension  funds.  Yet  McAuliffe's  construction 
firm  eschews  union  employees  and  uses  "cheap  immigrant  labor." 

•  "Publicly  [Michael]  Moore  claims  he  doesn't  invest  in  the  stock 
market."  Wrong.  He  has  bought  shares  in  scores  of  companies, 
including  Halliburton,  a  company  he  routinely  castigates. 

•  Another  fan  of  corporate  blue  chips  is  none  other  than  Ralph  Nader. 

•  House  Democratic  Leader  Nancy  Pelosi  is  beloved  by  orga- 
nized labor  and  environmentalists.  Three  years  ago  she  even 
received  the  Cesar  Chavez  Legacy  Award,  which  is  given  in 
honor  of  the  man  who  founded  the  United  Farm  Workers  to 
stop  the  exploitation  of  grape  pickers  in  California  and  else- 
where. Pelosi  and  her  husband  own  a  vineyard,  yet  none  of  theft- 
grape  pickers  has  contracts  with  the  UFW  and  their  grapes  are 


sold  to  nonunion  wineries.  She  also  owns  a  large  piece  of  a  fan 
California  resort — also  nonunion. 

Is  Pelosi  a  practicing  environmentalist?  Not  to  judge  by  the  pfl 
golf  course  and  resort  she  and  a  small  group  of  investors  built 
Santa  Clara  County,  Calif.  The  investors  "promised  to  build  'a  pu 
lie  course,'  but  it  was  nearly  impossible  for  the  general  public  to  d 
access."  The  investors  had  agreed  to  "several  environmental  prott 
tion  provisions  when  they  were  granted  the  permit.. . .  To  its  a 
may,  the  [county  Planning]  Commission  found  t| 
the  club  had  'ignored'  many  of  its  permit  requii 
ments,"  including  providing  habitat  for  two  thro 
ened  species.  "To  make  matters  worse,  the  course  v 
causing  a  drawdown  in  the  freshwater  aquifer,  whi 
could  have  serious  implications  for  wildlife  in  the  are 
•  Affirmative  action?  Comedian  Al  Franken  routira 
roasts  Republicans  for  their  racism,  yet  of  the  1 1 2  pe 
pie  "whom  Franken  either  hired  directly  or  had  a  strq 
influence  in  detemiining  whether  they  would  work' 
a  project,  only  1  was  black.. . .  Al  Franken's  staff  is  actually  whi 
than  Bob  Jones  University,  a  school  that  Franken  labels  'racist! 

•  "Out  of  63  producers  and  directors  [Barbra  Streisand]  li 
hired  for  various  projects  since  1983,  only  1  was  black." 

•  Liberals  love  to  raise  taxes,  yet  this  book  documents  Bart 
Streisand's  various  tax  shelters,  as  well  as  those  of  other  libe: 
icons,  including  Ted  Kennedy  and  the  Kennedy  family.  Tc 
about  hypocrisy:  The  Kennedys  oppose  a  "clean  energy"  win 
power  system  near  the  Kennedy  compound  in  Hyannis,  Mass.- 
a  prime  example  of  the  not-in-my-backyard  syndrome.  T 
Kennedy  family  also  owns  two  oil  companies  that  drill  in  the  U 

And  on  and  on  it  goes.  Strangely  (not!),  Schweizer's  revej 
tions  have  received  scant  coverage  in  most  of  the  media. 
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Contact  us  at  1-800-PORSCHE  or  porscheusa.com.  ©2005  Porsche  Cars  North  America,  Inc.  Porsche  recommends  seat  belt  usage  and 
observance  of  alt  traffic  laws  at  all  times  Cayenne  comes  standard  with  6-  .peed  manual  transmission  Specifications  for  comparison'only 


Willpower  is  no  match  for  horsepower. 


It's  the  ultimate  Cayenne.  Exacting  control.  Unequaled  performance.  And  under  the  hood,  temptation  perfectly 
disguised  as  520  horsepower.  Engineered  for  the  select  few  who  appreciate  its  infinite  possibilities.  If  it's 
calling  your  name,  you  already  know  there's  little  point  in  resisting.  Porsche  Cayenne.  There  is  no  substitute. 


The  new  520-hp  Cayenne  Turbo  S 


With  Sybase®  software,  BNSF  Railway  Company 
developed  a  mobile  application  that  enables  remote 
workers  to  document  railway  maintenance  and: 


Cuts  data  entry  time  by  approximately  50  percent, 

increasing  productivity  across  North  America 

Provides  more  accurate  and  timely  data  so  track  repairs 
and  upgrades  are  completed  on  schedule 

Delivers  software  and  database  updates  automatically 

without  affecting  the  performance  of  users  in  the  field 


:or  most  organizations,  maintaining  32,500  miles  of  rail  lines  would  be  a  colossal  headache.  But  for  BNSF  Railway  Company, 
t  has  become  a  competitive  advantage.  Because  they  have  an  information  edge  that  comes  from  Sybase  SOL  Anywhere®  and 
Adaptive  Server®  Anywhere  software.  Now,  BNSF  remote  workers  can  input  data  on  location  (vs.  waiting  until  the  end  of  the  day) 
Headquarters  has  more  visibility  into  the  field.  And  maintenance  decisions  are  made  more  proactively.  Just  a  few  reasons  why 
nore  and  more  global  companies  are  using  Sybase  every  day  to  keep  their  business  on  track,  www.sybase.com/infoedge36 


Copyright  ©2005  Sybase.  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo.  SQL  Anywhere,  and  Adaptive  Server  are  trademarks  of  Sybase,  Inc 
•  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners 


Sybase 


Other  Comments 


The  only  limit  to  our  realization  of  tomorrow  will  be  our  doubts  of  today. 
Let  us  move  forward  with  strong  and  active  faith. 

—FRANKLIN  DELANO  ROOSEVELT 


The  Crucible  President  Bush  was  a  young  governor 
when  he  met  Ariel  Sharon  on  a  visit  to  Israel,  where  it  fell  to  the 
lumbering  general  to  give  the  American  a  now-famous  heli- 
copter tour.  For  those  of  us  who  have  been  covering  the  ups  and 
downs  of  the  America-Israel  relationship  for  years,  it  is  hard  to 
think  of  a  calmer,  sawier,  more  productive  collaboration  than 
that  between  Washington  and  Jerusalem  in  the  years  of  Messrs. 
Sharon  and  Bush. 

To  the  degree  that  one  sees  Mr.  Sharon's  gambles  for  peace 
as  positive  steps  (not  everyone  does),  we  have  little  doubt  that 
Mr.  Sharon  has  been  prepared  to  take  them  largely  because  he 
trusted  his  American  counterpart.  And  this  is  something  to 
think  about  as  the  older  man  lies  at  death's  door  and  the 
younger  man  faces,  with  Iran  and  Syria  and  Iraq,  some  of  the 
most  dangerous  decisions  an  American  President  has  ever  faced. 
In  democracies,  states  and  institutions  are  greater  than  any 
individual.  But  the  stroke  that  seems  certain  to  have  removed 
Mr.  Sharon  from  public  life  leaves  an  enormous  void  in  the  lead- 
ership not  only  of  Israel  but  of  our  own  country,  where  the 
resolve  and  steadfastness  of  the  young  Texan  Mr.  Sharon  once 
welcomed  to  Israel  will  be  tested  as  never  before. 

— New  York  Sun  editorial 

No  End  in  Sight  The  Washington  lobbying  community 
goes  back  a  long  way.  The  First  Amendment  says  that  "Congress 
shall  make  no  law  . . .  abridging  . . .  the  right  of  the  people  ...  to 
petition  the  Government  for  a  redress  of  grievances":  Lobbyists, 
like  the  clergy  and  the  press,  are  a  profession  protected  by  the 
Constitution.  You  can  bet  there  have  been  lobbyists  working 
Washington  since  the  days  when  Daniel  Webster  pocketed 
retainers  from  the  Second  Bank  of  the  United  States  and 
Stephen  Douglas  sponsored  the  Kansas-Nebraska  Act — which 
led  proximately  to  the  Civil  War — as  part  of  his  project  to 
anchor  the  transcontinental  railroad  in  Chicago.  When  govern- 
ment makes  decisions  that  affect  private  individuals  and  firms 


"I  wouldn't  mind  living  in  a  fundamentalist  Islamic  state." 
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and  industries,  the  representatives  of  those  individuals  and  firni 
and  industries  are  going  to  exercise  their  constitutional  right  j 
try  to  get  the  decisions  to  come  out  their  way. 

[lack]  Abramoff  s  guilty  pleas  have  both  parties  scamperiij 
to  offer  up  lobbying  reform.  His  testimony  could  end  the  careei 
of  some  members  of  Congress  and  could  threaten  the  Republ 
cans'  House  majority.  But  there  will  be  no  end  to  lobbying:  Pe<j 
pie  will  always  seek  to  affect  the  decisions  of  a  government  th 
can  have  such  great  impact  on  them. 

— MICHAEL  BARONE,  senior  write) 
U.S.  News  &  World  Report,  in  the  Wall  Street  Journi 

The  Real  Corrupter  i  don't  know  what's  more  pathetj 
jack  Abramoff  s  sleaze  or  Republican  paralysis  in  the  face  of  it. 

If  Republicans  want  to  emerge  from  this  affair  with  their  sel 
respect  or  electoral  prospects  intact,  they  need  to  get  in  front  of 
with  a  comprehensive  reform  offensive....  [They]  need  to  getl 
grip  on  earmarks.  Earmarks  are  the  provisions  that  single  men] 
bers  can  stick  into  gigantic  bills  to  steer  spending  toward  favorfl 
projects.  They're  an  invitation  to  corruption.  If  individual  mem 
bers  of  Congress  can  control  $100  million  federal  contracts  o 
billion-dollar  pork  barrel  projects,  then  of  course  companies  a) 
going  to  find  ways  to  funnel  graft  to  those  members. 

—DAVID  BROOK 
New  York  Tim 

Off  the  Hook  The  Clintons  have  been  outspoken  in  the 
support  for  the  inheritance  tax.  In  2000  Clinton  vetoed  a  bi 
seeking  to  end  it,  and  as  senator,  Hillary  has  proclaimed  that  ge 
ting  rid  of  the  tax  is  wrong  because  it  will  let  the  affluent  off  ui 
hook.  But  that  doesn't  necessarily  mean  that  they  want  to  pay  i 
Indeed,  the  Clintons  have  set  up  a  contract  trust,  which  amor 
other  things  allows  them  to  substantially  reduce  the  amount « 
inheritance  tax  their  estate  will  have  to  pay  when  they  die. 

The  Clintons  believe  in  using  the  tax  code  to  transfer  weal< 
from  the  rich  to  the  poor;  it's  just  that  they  don't  have  their  ow, 
wealth  in  mind. 

—Do  As  I  Say  (Not  As  I  Do),  by  PETER  SCHWEIZfl 

LeSt  We  Forget  A  Kenyan  boy  who  managed  to  get  1 
the  U.S.  told  a  reporter  for  Woman's  World  magazine  that  Ame: 
ica  is  "heaven."  Compared  to  countries  that  lack  the  rule  of  la\ 
equality,  property  rights,  free  markets  and  freedom  of  speec 
and  worship,  it  certainly  is.  A  good  point  to  keep  in  mind. 

—DAVID  BOAZ,  Cato  Institutl 
Washington  Times  I 
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Start  with  our  wide  range  of  investment  choices,  then  use 
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Paul  Johnson 


The  Rhino  Principle 


iRE'S  A  CERTAIN  RULE  IN  LIFE  THAT  I'VE  FOUND  WORTH  CON- 
ring.  It  particularly  applies  if  you're  confronted  by  a  crisis.  I 
it  the  Rhino  Principle. 

Now,  the  rhino  is  not  a  particularly  subtle  or  clever  animal.  It's 
last  of  the  antediluvian  quadrupeds  to  carry  a  great  weight  of 
y  armor.  And  by  all  the  rules  of  progressive  design  and  the 
:ess  of  natural  selection  the  rhino  ought  to  have  been  eliminated, 
it  hasn't  been.  Why  not?  Because  the  rhino  is  single-minded, 
en  it  perceives  an  object,  it  makes  a  decision — to  charge.  And  it 
;  everything  it's  got  into  that  charge.  When  the  charge  is  over,  the 
:ct  is  either  flattened  or  has  gone  a  long  way  into  cover,  where- 
n  the  rhino  instantly  resumes  browsing. 
Few  people  think  of  learning  from  a 
10.  But  I  have.  And  when  I  hear  of  an  au- 
■  who  cannot  finish  or  get  started  on  a 
k,  I  send  him  (or  her)  a  rhino  card.  I 
it  a  watercolor  of  a  rhinoceros  on  the 
it  of  a  postcard — something  I  do  well, 
ve  practiced  it  a  great  many  times.  And 
he  space  next  to  the  address  I  write: 
ip  fussing  about  that  book,  lust  charge  it. 
p  on  charging  it  until  it  is  finished.  That's  what  the  rhino  does, 
this  card  over  your  desk  and  remember  the  Pdiino  Principle." 
Sending  a  rhino  card  usually  works.  Now,  the  Rhino  Principle 
'  not  produce  the  perfect  book,  but  it  does  produce  a  book  And 
t  a  book  is  drafted,  it  can  be  improved,  polished  and  made  sat- 
tory.  But  if  the  Rhino  Principle  is  ignored,  there  is  no  book  at  all. 
This  principle  can  be  applied  to  many  other  things,  particularly 
ness.  When  an  entrepreneur  has  an  object  in  his  line  of  vision, 
hould  dismiss  all  other  considerations  from  his  mind,  abandon 
ifher  activities  and  charge  directly  at  that  object,  continuing 
harge  until  the  object  has  been  secured.  All  kinds  of  qualities 
needed  to  make  a  great  businessman.  But  aggressive  single- 
dedness  is  by  far  the  most  important.  Indeed,  it  is  indispensable. 
To  what  extent  does  the  Rhino  Principle  apply  to  politics  and 
;smanship?  In  my  view  it  applies  with  even  more  force.  The 
y  of  Moses  in  the  book  of  Exodus  is  an  exposition  on  this  ap- 
ach.  So  is  the  monumental  story  of  Alexander  the  Great  of 
:edonia  and  the  destruction  of  the  Persian  Empire.  Caesar's 
quest  of  Gaul,  as  described  by  himself,  is  another  epic  in  the 
i  to  charge  and  keep  on  charging  until  the  object  is  taken. 
In  the  history  of  the  United  States  one  sees  time  and  time 
n  how  success  was  achieved  through  the  concentrated  pursuit 
clear  and  definite  aim. 


The  original  settlers  who  arrived  on  the  Mayflower  observed  this 
principle.  They  wanted  the  freedom  to  practice  the  religion  of  their 
choice,  and  to  secure  this  they  disregarded  wealth,  comfort  and  safety 
and  worked  toward  their  goal  until  it  was  achieved. 

The  American  leaders  who  objected  to  George  Ill's  govern- 
ment argued  around  (and  beside)  the  point  until  they  produced 
the  Declaration  of  Independence.  This  was  the  moment  at  which 
America  adopted  the  Rhino  Principle:  A  salient  object  was  per- 
ceived, and  everything  was  sacrificed  for  its  attainment. 

Abraham  Lincoln  concentrated  all  his  energies  into  one  two- 
pronged  aim:  the  preservation  of  the  Union  and  the  defeat  of  those 
trying  to  sunder  it.  He  pursued  this  aim 
wherever  it  took  him  and  never  deviated 
from  it,  despite  enormous  difficulties  and 
reverses,  until  the  Union  was  triumphant. 

Winston  Churchill  embodied  the  Rhino 
Principle.  His  objects  were  not  always  con- 
sistent— and  they  were  sometimes  the 
wrong  objects.  But  there  was  always  the 
same  single-mindedness  in  his  pursuit  of 
them.  In  1940  Churchill  and  the  defense  of 
freedom  in  Europe  came  together  in  a  common  destiny.  I  remem- 
ber, as  a  boy  of  1 1,  listening  to  his  broadcasts  during  that  fateful 
summer  and  hearing  my  father  say,  "That  man  Winston  Churchill 
has  a  clear  aim  and  is  very  determined.  That  is  what  we  need  today" 
I've  often  noted  that  the  statesmen  who  succeed  on  the  big  issues 
have  a  distinct  vision  of  their  goals  combined  with  undeviating  en- 
ergy in  pursuing  them.  Konrad  Adenauer  was  one  such  example, 
Charles  de  Gaulle  another.  And  in  the  1980s  two  others  who  shared 
that  trait,  Ronald  Reagan  and  Margaret  Thatcher,  joined  forces 
to  win  the  Cold  War.  Neither  was  very  sophisticated  nor  subtle, 
but  both  understood  the  importance  of  having  a  clear  aim  and 
concentrating  unreservedly  on  that  aim  until  it  was  accomplished. 

Is  President  George  W.  Bush  cast  from  the  same  mold?  I 
rather  think  so.  I  certainly  hope  so. 

We  can  choose  to  lead  quiet  lives  and  get  through  them  with- 
out achieving  much.  But  if  we  want  to  do  the  big  thing,  if  we 
hope  to  leave  a  record  that  will  be  admired  and  remembered, 
we  must  learn  to  distinguish  between  the  peripheral  and  the 
essential.  Then,  having  clearly  established  our  central  objective, 
we  must  charge  at  it  again  and  again  until  the  goal  is  achieved. 

That  is  what  the  rhinoceros  does.  It  may  not  be  a  model  an- 
imal in  most  ways.  But  it  does  one  thing  very  well.  And  that  one 
thing  we  can  learn:  Charge!  F 
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You  Can  Predict  the  Future 


FAMILY,  WITH  CHILDREN  AGES  9  AND  13,  LIKES  TO  WATCH 
)  movies  on  Friday  nights.  A  favorite  is  Back  to  the  Future, 
985  flick  starring  Michael  J.  Fox  and  Christopher  Lloyd, 
ox  plays  Marty  McFly,  a  teen  itching  to  break  loose  from 
ull  family.  Dad  George  and  mom  Lorraine  embody  every 
ity  known  to  tweak  a  teenager.  They  are  dorky  and  cloy- 
-hopelessly  out  of  it.  George  works  as  a  lowly  bookkeeper 
car  dealer  named  Biff  Tannen.  Biff  bullied  George  in  high 
ol  and  bullies  him  now. 

Jored  at  home,  Marty  finds  a  surrogate  father  in  the  town's 
f  inventor,  Dr.  Emmett  Brown.  "Doc,"  we  learn,  has  ginned 
time  machine  out  of  a  plutonium-powered  DeLorean.  (This 
85,  after  all.)  Following  a  series  of  high  jinks  and  goofs  the 
Drean  propels  Marty  back  to  1955.  He  encounters  his  future 
its,  then  in  high  school.  Mom  Lorraine  is  surprisingly  cute  and 
ting  with  sexual  energy.  Dad  George,  however,  is  a  sorry  loner, 
'ines  for  Lorraine  but  is  too  timid  to  do  anything  about  it. 
Jut  through  Marty's  intervention  George  finds  his  courage.  The 
ie's  moment  of  sweet  resolution  occurs  when  George  comes 
l  Biff  molesting  Lorraine  in  a  car  and  calls  Biff  out.  George 
s  a  punch  on  Biff  s  chin  and  knocks  the  bully  unconscious, 
iere's  the  best  part  of  Back  to  the  Future.  Having  altered  the 
se  of  history,  Marty  returns  to  1985.  He  finds  his  family  in  a 
h  different  place.  His  dad  is  a  confident,  successful  man.  His 
i  is  witty  and  fashionable.  They  buy  Marty  a  new  Toyota  SUV 
tell  him  to  have  a  swell  time  on  his  weekend  date — the  type 
irents  every  teenager  dreams  of.  And  Biff  appears  as  a  stutter- 
ickey,  who  washes  cars  and  performs  odd  jobs  for  a  living. 
This  is  why  we  love  Back  to  the  Future,  isn't  it?  Don't  we  all 
m  of  going  back  and  doing  things  differentiy?  Who  wouldn't 
to  return  to  high  school,  if  only  for  a  few  days,  knowing 
:  we  know  now? 

at  If  You  Could  Go  Back? 

ldn't  you  also  like  to  go  back  30  years  in  the  business  world, 
ving  what  you  know  now?  Let's  imagine  we  could  return  to 
r.  What  would  we  do? 

might  just  hop  into  my  Ford  Pinto  and  drive  to  Albu- 
que,  N.M.  I'd  ask  around  town  for  the  whereabouts  of  a  com- 
I  called  MITS,  which  in  1976  stood  for  Micro  Instrumenta- 
&  Telemetry  Systems  and  employed  only  a  few  workers. 
Why  visit  this  obscure  company?  Why  Albuquerque? 
iere's  why.  MITS  made  a  gizmo  called  the  Altair  8800.  It 
the  world's  first  publicly  available  microcomputer  and  ran 
microprocessor  that  Intel  had  invented  in  1971.  In  January 
i  Popular  Electronics  put  the  Altair  8800  microcomputer  on 
wer.  The  computer  sold  for  $395  as  a  kit,  $498  assembled. 


Within  three  months  4,000  people  had  ordered  it. 

You  know  where  this  story  is  going.  In  the  summer  of  1975 
a  Harvard  junior,  Bill  Gates,  drove  to  Albuquerque  and  with  his 
friend  Paul  Allen  started  a  company,  Micro-Soft,  to  write  an 
operating  system  called  BASIC  for  the  Altair  8800.  Gates  never 
returned  to  Harvard. 

Knowing  what  I  now  know,  I  would' ve  begged  for  a  job  at 
Micro-Soft — with  stock  options,  of  course. 

Knowing  what  we  now  know,  we  can  see  that  1976  offered  a 
king's  feast  of  opportunities  to  change  the  world  and  get  rich. 
Steve  lobs  and  Steve  Wozniak  started  Apple  Computer.  That 
same  year  Herb  Boyer  and  Bob  Swanson  incorporated  Genen- 
tech  and  launched  the  biotechnology  revolution. 

In  1975  President  Gerald  Ford  had  told  New  York  City,  which 
was  teetering  on  the  brink  of  bankruptcy,  to  drop  dead.  City  real  es- 
tate values,  already  low,  plummeted.  Don't  you  wish  you  had  bought 
that  prewar  brownstone  in  the  80s  off  Central  Park  West  then? 

But  timing  isn't  everything.  You  must  also  marry  opportu- 
nity to  action.  The  capacity  for  action  starts  with  the  right  belief 
system.  For  example: 

•  In  the  field  of  economics  was  it  wise  in  1976  to  believe  the 
era's  superstars,  such  as  Paul  Samuelson  and  John  Kenneth  Gal- 
braith  (who  touted  the  efficiencies  of  large  corporations  and 
large  governments)?  Or  should  you  have  reached  back  to  the 
older  but  somewhat  forgotten  teachings  of  Joseph  Schumpeter 
and  Friedrich  Hayek  (who  believed  in  entrepreneurs  and  free 
markets)?  Which  worldview  would  prove  to  be  more  predictive? 
More  wealth  enhancing? 

•  Was  it  smarter  in  1976  to  believe  that  the  Earth  was  running  out 
of  natural  resources,  as  Stanford  professor  Paul  Ehrlich  insisted? 
Or  was  the  better  bet  to  believe  University  of  Illinois'  Julian  Simon, 
who  said  prices  for  oil  and  other  commodities  would  drop? 

Yep — our  financial  position  in  5,  10  and  30  years  rides  on 
what  we  believe  today  and  the  actions  we'll  take  because  of  those 
beliefs.  Is  the  planet  running  out  of  resources?  Is  it  headed  for 
climatic  catastrophe?  Will  Europe  and  the  U.S.  innovate  their 
way  out  of  their  pension-fund  crises?  Will  China  reconcile  cap- 
italism and  authoritarianism?  Will  the  West  survive  the  combi- 
nation of  terrorism  and  WMD?  Will  the  pace  of  innovation  in 
technology  continue  to  accelerate? 

Not  possessing  Doc  Brown's  DeLorean  time  traveler,  we'll 
have  to  use  our  brains  and  instincts  to  discover  the  answers.  But 
first  we  must  arrive  at  the  right  belief  system.  More  on  this  in 
my  next  column.  F 
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Still  a  Thriller: 
His  Solvency 

laving  borrowed  an  estimated  $270  mil 
lion  against  his  50%  stake  in  Sony  ATV 
iMusic  Publishing  (300,000  songs, 
including  200  Beatles  titles),  fallen  super- 
star Michael  Jackson  is  said  to  be  seeking 
a  $300  million  refinancing,  even  at  high 
interest,  to  buy  time  and  help  make  ends 
meet.  Since  his  acquittal  on  molestation 
charges  last  year,  Jackson — just  sued  by 
his  veterinarian  for  unpaid  bills — has  been 
living  on  royal  largesse  in  the  Middle  East 
sheikhdom  of  Bahrain.  Perhaps  wary  of 
getting  a  different  partner,  Sony  Corp., 
owner  of  the  other  50%,  is  described 
as  trying  to  help.  Sony  certainly 
knows  that  in  the  strange  world 
of  entertainment,  the  still 
talented  Jackson,  47,  could 
rebound  some  day  as  a  big 
moneymaker.  No  word  from  the 
Jackson  camp.       — Brett  Pulley 
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Moonwalking  for  money: 
Michael  Jackson. 


After  Agilent  Technologies  agreed  in  November  2000  to  buy 
Objective  Systems  Integrators  for  $665  million,  the  Sacra- 
mento Business  Journal  said  OSI  cofounder  Richard  Vento 
would  enjoy  his  $181  million  pretax  take  at  his  home  in 
Incline  Village,  Nev.  But  when  the  deal  closed  in  2001,  Vento 
claimed  he  and  his  wife  were  "bona  fide  residents"  of  the  U.S. 
Virgin  Islands  and  therefore  exempt  by  law  from  federal  taxes. 
The  Internal  Revenue  Service,  which  has  griped  about  the  use 
of  dubious  Virgin  Islands  domiciles  to  dodge  taxes,  sent  a  big 
back-tax  bill.  The  Ventos,  meanwhile,  have  filed  a  dozen  law- 
suits in  three  states  challenging  IRS  summonses  for  records 
related  to  the  Agilent  deal,  various  family  entities — and  their 
Nevada  house  sale.  — Janet  Novack 

^ariatiDjasjm^LXhaine  


Crying  Foul,  Not  Fore 


A  lawsuit  by  six  current  and  past  members  of  the  posh  Goj 
nor's  Golf  Club  near  Nashville  levels  a  "fraud  and  deceit"  clj 
against  its  owner,  Oaktree  Capital  Management,  the  $30 
lion  Los  Angeles  distressed-asset  buyout  firm.  The  federal  cq 
complaint  says  that  an  Oaktree  unit  sold  "equity"  memq 
ships  costing  up  to  $30,000  without  revealing  that  the  cj 
owed  $25  million  to  Oaktree,  which  assumed  control  in  a  wfl 
out  several  years  ago.  Denying  any  wrongdoing,  Oaktree  saw 
a  court  filing  that  it  "does  not  owe  any  duty"  to  the  half-da 
plaintiffs.  — Seth  Lubove  and  William  P.  Bar 

Live  Two  Centuries  and  You'll  Do  Fine 

The  equity-risk  premium — the  extra  annual  return  ( 
investors  expect  on  stocks  over  bonds — likely  will  be  abovel 
2%-to-3%  range  predicted  by  many,  opines  Wharton  Sen 
finance  professor  Jeremy  J.  Siegel.  The  edge  has  been  3.3%  si 
1802  but  only  1.5%  since  1984.  Writing  in  the  Financial  Anal 
Journal  Siegel  says  that  even  that  2%-to-3%  premium  wo) 
provide  "ample  reward  for  investors  willing  to  tolerate! 
short-term  risks  of  stocks."  Diversified  portfolios,  he  si 
should  gain  from  corporate  use  of  accumulated  retained  e^ 
ings,  as  well  as  accelerating  economic  growth  in  develop) 
countries,  which  would  offset  the  "negative  impact"  of  ag 
populations  in  the  developed  world.  — W.J 


How  About  Just  Pulling  the  Plug? 

Five  percent  of  the  45  million  Internet  domain  registratic 
(.com,  .org  or  .net)  contain  "patently  false"  contact  inforrr 
tion,  a  Government  Accountability  Office  study  conclud! 
How  defined:  "(999)  999-9999  for  a  telephone  numb 
asdasdasd  for  a  street  address  or  XXXXXX  for  a  postal  cod 
The  problems  arise  largely  because  most  registration  systei 
are  automated  and  don't  check  the  accuracy  of  data  subrr 
ted.  The  GAO  says  the  nonprofit  Internet  Corp.  for  Assign 
Names  &  Numbers,  which  oversees  the  process,  "recogniz 
that  more  can  be  done."  —J.N.  and  W.P 


Lobbyist  Jack  Abramoff's  guilty  plea  illustrates  the  recent  wide  use  of  federal  criminal  mail-fraud  laws. 


DEFENDANT  I  LOCATION 


ALLEGATIONS  INCLUDE 


STATUS 


Jack  Abrainoff  i  Washington,  D.C. 

Johnnie  M.  Costello  I  Memphis,  Tenn. 

Martha  Ivery  i  Catskill,  N.Y. 

Mark  A.  Mullins  I  Panama  City,  Fla. 

Ingo  M.  Rewaid  I  Gilbert,  Ariz. 

Matthew  B.  Skillman  I  St.  Louis,  Mo. 

Lisa  C.  Smith  I  Bryan,  Tex. 

Debra  K.  Snodgrass  I  Woodville,  Ala. 


corrupting  officials  and  staff  with  trips  and  cash 

rolling  back  automobile  odometers 
stringing  along  would-be  authors 

selling  same  machine  gun  to  different  buyers 
swindling  owners  of  time-stare  units 
faking  degree  for  student  basketball  player 
peddling  shares  in  phony  cattle-breeding  plan 

collecting  $1.3  million  by  sending  false  invoices 


awaiting  sentencing 

no  plea  yet 
awaiting  sentencing 
sentenced  to  5  years 
sentenced  to  8  years 
probation 
pleaded  not  guilty 
pleaded  not  guilty 
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kar  Ketel  One  DrinKer 
)nce  upon  a  time,  in  a  land  far, 
far  away  Carolus  Holer's  father's, 
ather's,  father's,  father's,  father's, 
ather's,  father's,  father's,  father 
started  a  distillery. 


On  My  Mind 


By  Reed  Hundt,  former  chairman  of  the  federal  communications  commission 


Patently  Obvious 

Here's  something  America  should  invent:  an  entirely  new  patent  system 
that  lets  the  market  play  a  bigger  role. 


AMERICA'S  PATENT  SYSTEM  IS  A  MESS.  THE  FOUR-YEAR-LONG 
fight  between  BlackBerry  maker  Research  In  Motion  and  NTP,  a 
small  patent-holding  firm,  is  just  the  latest  illustration  of  the 
myriad  ways  in  which  the  patent  process  malfunctions  in  this 
country.  NTP,  which  holds  several  patents  that  it  claims  Black- 
Berry's  wireless  technology  infringes,  is  in  a  position  to  extract 
hundreds  of  millions  of  dollars  from  RIM  as  a  price  for  not  shut- 
ting down  BlackBerry's  system.  As  of  press  time  BlackBerrys  are 
still  humming,  but  the  legal  fight  drags  on.  Is  this  any  way  for  a 
capitalist  economy  to  treat  one  of 
its  most  effective  new  inventions? 
Of  course  not.  The  U.S.  ought  to 
chuck  this  18th-century  relic  and 
start  all  over  again.  Here's  what 
the  ideal  system  would  look  like. 

First,  we  should  slash  the 
number  of  patents  granted  each 
year  by  90%.  In  2004  the  U.S. 
Patent  &  Trademark  Office  issued 
165,000  patents.  Sixteen  thou- 
sand is  more  like  an  optimal 
number.  This  should  be  easy  to 
accomplish  because  most  tech- 
nology should  not  be  patentable. 
The  best  way  to  foster  innovation 
is  through  competition  in  both 
manufacturing  and  marketing.  In 
many  industries,  like  semicon- 
ductor manufacturing,  firms 
agree  to  cross-license  their 
patents,  thus  setting  up  a  system 
in  which  they  compete  based  on 
who  can  make  and  sell  better 
stuff,  rather  than  on  who  wins  a 
race  to  the  patent  office. 

We  especially  want  to  discourage  patent  trolls:  firms  that  buy 
up  weak  but  legally  viable  patents  and  then  sue  alleged  infringers 
in  search  of  big  cash  settlements.  The  firm  that  produces  the 
gizmo  that  puts  a  technology  to  the  best  use  and  most  effectively 
brands  it  should  earn  the  most  money,  not  the  firm  that  claims 
to  be  first  with  an  idea  but  couldn't  execute  it.  Competition  is 
better  for  consumers  and  better  for  business.  And  it  cuts  lawyers 
out  of  the  equation. 

Second,  we  need  to  spend  more  money  on  the  system.  The 
budget  of  the  U.S.  Patent  &  Trademark  Office  is  $1.5  billion. 
That  ought  to  be  tripled  to  $4.5  billion. 


"We  should  slash  the  number  of  patents 
granted  each  year  by  90%.  Most  technology 
should  not  be  patentable." 


Why  spend  more?  So  we  can  hire  crackerjack  patent  exam- 
iners. Right  now  the  PTO's  4,000  examiners  earn,  on  average 
$80,000.  An  equivalent  job  in  the  private  sector  pays  at  leas! 
twice  that.  We  don't  want  grossly  overworked  professionals  try- 
ing to  figure  out  whether  specific  algorithms  used  to  refresh  th< 
pixels  on  a  computer  monitor  screen  ought  to  be  patented. 

Third,  we  should  introduce  an  element  of  privatization  intc 
this  public  system.  Firms  ought  to  be  able  to  pay  for  fast-trad 
patent  approval  and  for  the  ability  to  challenge  a  patent  after  it'i 

been  issued.  Currendy  it  can  cost 
hundreds  of  thousands  of  dollan 
to  file  and  prosecute  a  pateni 
application.  For  a  set  dollai 
amount — say,  $500,000 — a  firrr 
ought  to  be  able  to  buy  a  guaran- 
tee that  its  patent  application  wil 
be  reviewed  and  accepted  oi 
rejected  within  one  year.  Th< 
average  application  now  take! 
29  months  to  be  processed. 

At  the  same  time  we  shoulc 
create  a  window  of  three  to  sb 
months  after  a  patent  is  issuec 
when  the  patent  can  be  chal- 
lenged on  a  fast-track  basis.  Th< 
challenger  should  pay  for  thi; 
reexamination.  Those  revenue; 
would  easily  cover  the  cost  ol 
doubling  examiners'  salaries. 

Fourth,  all  patent  case  award! 
should  be  forward  looking  anc 
linked  to  lost  sales.  In  othei 
words,  plaintiffs  who  win  patent- 
infringement  challenges  shoulc 
be  able  to  enjoin  only  future  competition.  They  shouldn't  rear, 
rewards  from  past  violations.  A  plaintiff  can  now  sue  for  viola- 
tions on  the  patent  of  a  product  that  has  been  on  the  market  foi 
a  half-dozen  years.  If  the  defendant  loses,  it's  on  the  hook  for  a 
portion  of  six  years'  worth  of  earnings  from  that  product.  That'; 
why  patent-case  settlements  and  verdicts  can  reach  into  the  bil- 
lions of  dollars  and  why  lawyers  get  rich  off  them. 

If  we  can  radically  revamp  our  patent  system,  we'll  be  much 
more  effective  at  the  international  bargaining  table.  We  have  a 
horribly  expensive  system,  with  huge  backlogs  and  a  daunting 
litigation  risk.  No  wonder  the  Chinese  don't  want  to  adopt  iti 
Let's  get  rid  of  it  and  start  from  scratch.  P 
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PREEMPTIVE  SECURITY  IS  HERE: 


Control 


THE  FUTURE  OF  YOUR 


security 


WITH  PREEMPTIVE  PROTECTION. 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intr 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  ei 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  fc 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 

NETWORK  &  HOS     NTRUSION  PREVENTION      I      VULNERABILITY  MANAGEMENT     I       MANAGED  SECURITY  SERVIC 


©2005  !r 


www.iss.net 


Wil1  *a£  ****  at  your  e  ^ 
^mms^mm^  ext  week . 


Q  Internet  |  Security  I  Systems 
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SEPTEMBER  6,  2004 


Multiwarhead  Weapons 
Against  Cancer 


o 


Drug  target:  kidney  cancer  cells. 


Iur  story  looked  at  cancer 
drugs  that  attack  deadly 
tumors  by  gumming  up 
the  tumors'  many  growth 
engines.  These  multiwarhead 
missiles  can  deactivate  up  to 
four  tumor-promoting  proteins 
at  once.  Though  the  drugs  have 
yet  to  produce  a  miracle  cure, 
they  are  showing  promising 
results.  At  the  end  of  2005  the 
Food  &  Drug  Administration 
approved  Nexavar  from  Bayer  and  Onyx  Pharmaceuticals.  In  a  third-phase 
trial  of  769  kidney  cancer  patients  who  had  mostly  failed  to  benefit  from 
existing  regimens,  Nexavar  slowed  the  time  of  the  disease's  progression  to 
167  days  from  84  days.  A  second  drug  is  Pfizer's  Sutent,  aimed  at  kidney 
cancer  and  at  an  uncommon  malignancy  called  gastrointestinal  stromal 
tumor,  or  GIST;  it  is  now  under  regulatory  review  with  approval  expected. 
Sutent  delayed  cancer  progression  by  five  months  in  300  GIST  patients  who 
had  failed  other  treatments.  — Robert  Langreth 

JUNE  21,  2004 

The  X  Factor 

Will  scientists  ever  crack  Syndrome  X?  The  amorphous  condition,  also 
known  as  metabolic  syndrome,  is  a  precursor  for  heart  disease  and 
diabetes.  We  wrote  about  a  group  of  promising  Syndrome  X  drugs 
intended  to  hit  multiple  genes  for  receptors  involved  in  the  syndrome.  Those 
drugs  are  flaming  out.  Bristol-Myers  Squibb's  Pargluva,  which  an  advisory 
panel  of  the  Food  &  Drug  Administration  initially  recommended  because 
early  tests  indicated  it  reduced  both  blood  sugar  and  cholesterol,  has  since 
been  shown  by  researchers  at  the  Cleveland  Clinic  to  double  the  risk  of  heart 
attack,  stroke  and  death.  A  similar  drug  from  AstraZeneca  has  shown  signs  of 
causing  kidney  toxicity.  Other  approaches  to  treating  Syndrome  X — including 
Acomplia  from  Sanofi-Aventis — are  moving  ahead.  — Matthew  Herper 

JANUARY  T2,  2004 


Not  a  Pretty  Picture 


Epix  Medical  faced  good  prospects  two  years  ago.  It  was  developing  a  drug 
that  would  allow  magnetic  resonance  imaging  scanners  to  safely  view 
arteries  throughout  the  body  with  new  clarity.  But  the  FDA  wants  more 
research  before  approving  the  chemical.  Epix,  now  Epix  Pharmaceuticals, 
brought  in  biotech  turnaround  whiz  Michael  Astrue  as  interim  chief  execu- 
tive. Epix  is  trying  to  appeal  the  FDA's  decision;  otherwise,  it  will  conduct 
another  study  on  the  imaging  drug,  which  is  approved  for  sale  in  Europe.  Its 
stock  has  collapsed  from  $18  when  our  story  appeared  to  $4. 

—M.H. 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES    APRIL  2.  1921 

Health  Makes  Wealth  it  ,s 

through  good  health  that  we  enjoy  life  at  its 
fullest  and  best.  What  greater  joy  than  to  walk 
abroad  in  the  early  morning  when  the  fragrance 
of  earth  and  leaves  and  flowers  sets  the  blood 
tingling,  when  the  cool  wind  stings  all  the  senses 
to  keen,  pulsating  energy,  when  the  sun  caresses 
clean,  healthy  skin  with  the  same  warm  love  that 
it  bestows  upon  all  strong,  clean,  healthy  life. 
"The  body  electric,"  as  Walt  Whitman  so  elo- 
quently described  the  human  physique  in  the  full 
flush  of  health,  is  attainable  by  all.  It  is  all  a  mat- 
ter of  living  sanely,  according  to  the  dictates  of 
common  sense. 

80  YEARS  AGO  IN  FORBES    FEBRUARY  I.  1926 

Invest  in  Prevention  A  New  York 

bank  president  is  dead  at  36.  He  looked  a  fine, 
upstanding  specimen  of  manhood.  Plans  were 
under  way  for  a  bank  consolidation,  and  this 
aggressive  young  man  was  to  be  the  president. 
Thousands  of  American  executives  are  so  busy, 
so  ambitious,  so  tense,  so  engrossed  in  their 
affairs  that  they  give  too  little  thought  to  their 
health.  The  loss  to  this  country  by  premature, 
avoidable  deaths  among  brainy  business  men  is 
incalculable.  Prevention  is  better  than  pain,  bet- 
ter than  regret,  better  than  any  cure.  Prevention 
in  health  matters  simply  is  equivalent  to  foresight 
in  business  matters. 

25  YEARS  AGO  IN  FORBES    JANUARY  5,  1981 


Frankendrugs 


Gene  splicing.  Genetic 


Moneymaker?  DNA. 

pouring  millions 
of  dollars  into  it,  developing  ways  to  combine  ge- 
netic material  from  different  organisms  to  create 
living  factories.  The  potential  products  range  from 
medicines  and  chemicals  to— as  some  wild-eyed 
dreamers  suggest— new  plant  breeds  that  need 
less  fertilizer  and  can  tolerate  drought,  saltwater 
and  harsh  climates.  But  although  each  new  an- 
nouncement of  a  breakthrough  is  greeted  with  wild 
enthusiasm  by  investors,  sending  stock  prices  for 
genetic  engineering  companies  soaring,  the  mil- 
lions invested  so  far  have  yet  to  produce  a  profit. 
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Keeping  up  with  new  customers. 

Kimberly-Clark  Corporation  is  home  to  some  of  the  world's  most  trusted 
brands-like  HUGGIES^and  KLEENEX?  With  operations  in  43  countries, 
the  company  needed  to  simplify  its  operations.  HP  Services  implemented 
a  standardized  IT  environment  running  on  HP  Integrity  servers  that  helped 
streamline  the  move  into  new  markets  and  speed  the  integration  of  disparate 
technology  into  their  operations. Today,  Kimberly-Clark  enjoys  a  41%  lower 
TCO  of  IT,  and  is  able  to  stay  ahead  of  its  customers. 

Solutions  for  the  adaptive  enterprise. 


i*  if.  v  e  n  t 


UNLOCK  THE  VALUE  HIDDEN 
WITHIN  YOUR  ENTERPRISE. 


Inefficient  business  processes,  slow  product  development,  fragmented  customer 
data— these  are  just  a  few  signs  that  your  enterprise  has  hidden  opportunities  for 
increasing  customer  and  shareholder  value,  That's  where  we  can  help. 

We're  Tata  Consultancy  Services,  TCS,  creator  of  the  Global  Delivery  Model  for  software 
development.  For  over  35  years  TCS  has  been  the  provider  of  choice  for  hundreds  of 
clients  around  the  globe  seeking  to  improve  business  performance  through  superior  IT 
consulting  and  outsourcing  solutions.  Whether  it's  increasing  supply  chain  efficiency, 
elevating  customer  service  or  improving  speed  to  market-we've  helped  some  of  the  best 
companies  in  the  world  become  even  better. 

Let  TCS  help  you  unlock  hidden  value  in  your  enterprise.  For  a  more  complete 
introduction,  email  marketing@usa-tcs.com  or  visit  TCS  online  at  www.tcs.com. 


TATA 

TATA  CONSULTANCY  SERVICES 
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rhis  Apple  Is  Too  Shiny 

ie  fashionable  iPod  has  made  Apple  Computer  beloved  on  Wall  Street.  But  its  success 
asks  an  erosion  in  the  company's  profitability  1  By  Michael  K.  Ozanian 

IV 


HEN  FINAL  SALES 
figures  for  the 
Christmas  shop- 
ping season  are 
tallied,  look  for 
ares  of  Apple  Computer  to 
t  another  boost.  The  world  is 
love  with  the  iPod,  and  Wall 
reet  is  in  love  with  Apple, 
les  of  the  iPod's  newest  ver- 
>n,  the  $299  video  pocket 
lyer,  are  likely  to  top  4  mil- 
n  units  for  the  first  quarter, 
ded  December  2005.  That 
»uld  add  perhaps  $142  mil- 
n  to  the  company's  pretax 
rnings,  which  were  $1.8 
llion  in  the  most  recent 
cal  year. 

The  iPod,  which  has  76% 
the  MP3  music  player  mar- 
t  in  the  U.S.  and  50%  in 
?an,  has  turned  Apple  into 
%  kind  of  darling  it  was  when 
went  public  a  quarter  of  a 
ntury  ago.  In  the  past  four 
ars  Apple's  shares  have 
mbed  sixfold  to  $72,  or  46 
nes  trailing  earnings.  The 
p  brand  image  has  infected 
e  rest  of  the  company's 
oduct  line.  In  fiscal  year 
05  Apple  sold  4.5  million 
mputers,  38%  more  than  it 
d  the  year  before.  Apple's 
p  line  for  the  year  ended 
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September  2005  was  $13.9  billion,  bet- 
ter than  double  what  it  was  four  years 
earlier. 

But  this  sales  bounty  masks  a  wor- 
risome downward  trend  in  profitabil- 
ity. Apple's  computer  business,  which 
contributes  45%  of  sales,  has  a  gross 
margin  of  30%,  estimates  Eugene  Mun- 
ster  of  Piper  Jaffray;  the  iPod, 
with  a  33%  (and  rising)  share  of 
sales,  has  a  margin  of  only  20%. 
The  other  businesses  linked  to 
the  iPod  do  little  more  than 
break  even,  analysts  estimate:  The 
iTunes  Music  Store  earns  at  most 
4  cents  pretax  on  each  99-cent 
download  for  Apple,  and  iPod 
videos,  which  sell  for  $1.99,  have 
a  similar  margin. 

Apple's  iPod  and  music  busi- 
nesses are  growing  much  faster 
than  its  computer  business.  Last 
year  sales  of  iPods  rose  248%  to 
$4.5  billion,  and  sales  of  iPod  ser- 
vices and  accessories,  like  repairs 
and  car  chargers,  rose  223%  to 
$899  million.  But  computer  sales 
were  up  only  27%. 

It  is  highly  likely  under  these 
circumstances  that  Apple's  over- 
all gross  profit  margin  will 
decline.  Apple  has  been  steadily 
lowering  the  average  selling  price 
of  its  pocket  players,  from  $415  in 
2001  to  $188  last  quarter.  Says 
analyst  Munster:  "The  newer 
markets  for  the  iPod  are  more 
price  sensitive." 

Apple  declines  to  discuss  the 
profitability  of  the  different  ver- 
sions of  the  iPod.  But  in  its  financial 
statements  the  company  says  that  it 
expects  price  competition  to  put  pres- 
sure on  gross  margins  for  all  consumer 
electronics  industries  and  "especially  for 
the  iPod  product  line."  Aiming  to  stay 
two  steps  ahead  of  its  rivals,  Apple  com- 
petes with  itself.  It  stretched  the  first  six 
iPod  models  out  over  two  years  but  the 
last  eight  over  only  eight  months.  (Cur- 
rently available  are  the  Shuffle,  the  Nano 
and  the  video  player.)  This  planned 
obsolescence  has  reduced  the  amount  of 
time  the  company  has  to  recoup  its 
development  costs  on  each  product.  The 


Nano,  released  in  September  2005,  has 
the  lowest  gross  margin  of  any  iPod,  says 
Munster — about  18%. 

Several  of  the  15  analysts  with  buy 
recommendations  on  Apple  (a  group 
that  includes  Munster)  say  the  company 
could  increase  its  profitability  by  cut- 
ting costs.  But  this  is  going  to  be  hard  to 


Overripe? 


At  46  times  earnings  Apple's 
iPod-fueled  stock  has  easily 
beaten  the  S&P  500. 
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Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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do.  Apple  has  already  reduced  spending 
on  research  and  development  from  8% 
of  sales  in  2003  to  4%  last  year.  In  con- 
trast, Creative  Technology,  number  two 
in  the  MP3  market,  with  a  14%  share 
globally,  spends  7%  of  sales  on  R&D,  as 
does  Sony  Corp.  Apple's  overhead  and 
selling  costs  have  fallen  from  20%  of 
sales  to  13%  the  past  two  years,  well 
below  Creative's  and  Sony's.  And  how 
can  Apple  cut  much  more  from  com- 
ponent costs?  Apple  has  a  deal  in  place 
through  2010  to  get  its  flash  memory 
from  Hynix,  Samsung,  Intel,  Toshiba 
and  Micron.  Memory  is  the  most 


expensive  element  of  the  iPod  4 
Nano  and  accounts  for  two-thirds 
the  total  parts  cost. 

Inspiring  the  bulls,  Apple  delive 
fourth-quarter  2005  earnings  of  50  cen 
share,  almost  quadruple  those  of  the  pi 
year.  But  12  cents  of  those  earnings  v\ 
related  to  one-time  tax  shifts.  Without  t 
shot  in  the  arm  Apple's  growth  i 
would  have  been  half  of  what  it 
eraged  the  previous  three  quart 
According  to  an  analysis  by  G( 
man  Sachs,  Apple's  return  on 
vested  capital  peaked  in  the  Ma 
2005  quarter  at  13.2%.  In  the  S 
tember  quarter  this  number 
to  9.7%.  (Next  earnings  rep 
was  due  Jan.  18,  just  after  this 
tick  went  to  press.) 

The  bulls  hope  that  the  int 
duction  of  Intel  chips  into  Ap 
computers  this  year  will  dr 
Apple's  share  of  the  perso 
computer  market  from 
recent  2.5%  back  toward 
10%  it  enjoyed  15  years  a 
Another   hopeful  thoug 
Because  only  8%  of  U.S.  houi 
holds  own  an  iPod,  Apple  can 
a  lot  more. 

But  once  you  turn  down 
hosannas  on  the  music  pla> 
you  are  left  with  a  company  w 
no  hammerlock  on  the  techn 
ogy  (Creative  holds  the  patenl 
the  interface  for  MP3  players)  a 
no  unique  operational  adv£ 
tages  (such  as  Dell's  made- 
order  computers). 

Founder-evangelist  Cha 
man  Steve  Jobs  has  a  cult  followi 
among  certain  computer  users  and  ' 
mostly  worshipful  attention  of  the  bt 
ness  press.  But  it  is  unlikely  that  e\ 
his  magic  touch  can  alter  the  grim  ec 
nomics  of  consumer  electronics  g£ 
gets:  After  a  while  they  becoi 
commodities  subject  to  vicious  pr 
competition.  It  happened  to  Son 
color  TV,  to  Motorola's  cell  phone  a 
to  IBM's  PC.  It  takes  a  lot  of  guts  to  t; 
on  an  icon  like  Steve  Jobs,  but  Ap] 
admirer  Andrew  Neff  of  Bear  Steal 
lowered  his  rating  from  a  buy  to  a  he 
in  mid-December. 
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YOU  SEE  A  DAY  TO  PAY  TAXES 
WE  SEE  A  WAY  TO  PAY  LESS. 

Our  tax-free  funds  can  help  you  keep  more  of  what  you  earn. 


I  Franklin  tax-free  income  funds  can  provide  stronq  tax 

FRANKLIN 

tax-free     benefits  for  most  investors  in  federal  income  tax  brackets 

FUNDS 

■■hHI  of  25%  or  higher.  Designed  to  generate  monthly  tax-free 
icome  while  preserving  your  capital*,  they  can  also  help  smooth  out 
ne  effects  of  market  volatility  on  your  investments  as  part  of  a  well 
liversified  portfolio. 

As  the  nation's  largest  tax-free  fund  manager",  we  frequently 
let  first-call  on  new  municipal  bond  issues,  which  often  sell  out 
luickly.  For  more  information  on  how  to  make  this  perspective  work 
Dr  you,  see  your  financial  advisor,  call  1-800-FRANKLIN  or  visit 
ranklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


iANKLIN  FEDERAL  TAX-FREE 
INCOME  FUND 

ingstar  Overall  Rating™  11/30/05  -  Class  A" 


Overall 


★  ★★* 


312  U.S.-domiciled  Muni  National  Long  Funds 


Before  investing  in  Franklin  Federal  Tax-Free  Income  Fund,  you  should  carefully  consider  the  fund's 
investment  goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's 
prospectus,  which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus  carefully  before 
investing.  Past  performance  does  not  guarantee  future  results.  Morningstar  Ratings  measure 
risk-adjusted  returns.  The  Overall  Morningstar  Rating™  for  a  fund  is  derived  from  a  weighted  average  of 
the  performance  figures  associated  with  its  3-,  5-  and  10-year  (if  applicable)  rating  metrics.  The  Fund  was 
rated  against  312,  289  and  208  funds  and  received  Morningstar  Ratings  of  3,  3  and  4  stars  for  the  3-,  5- 
and  10-year  periods,  respectively. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


sices  generally  move  in  the  opposite  direction  from  interest  rates.  As  the  prices  of  bonds  in  a  fund  adjust  to  a  rise  in  interest  rates,  the  fund's  share  price  may  decline, 
westors  subject  to  the  alternative  minimum  tax,  all  or  a  portion  of  these  dividends  may  be  subject  to  such  tax,  depending  on  the  fund.  Distributions  of  capital  gains  are  generally  taxable, 
irce:  Strategic  Insight,  10/31/05.  Based  on  long-term  tax-free  income  fund  assets. 

lurce:  BOWKM0  11/30/05.  For  each  fund  with  at  least  a  3-year  history,  Morningstar  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly 
nance  (including  the  effects  of  all  sales  charges),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a 
igstar  Rating™  of  5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a 
i  of  one  fund  and  rated  separately.)  Morningstar  Rating™  is  for  Class  A  shares  only;  other  share  classes  may  have  different  performance  characteristics.  ©2005  Morningstar,  Inc.  All  rights 
3d.  The  information  contained  herein  is  proprietary  to  Morningstar  and/or  its  content  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete  or  timely.  Neither 
igstar  nor  its  content  providers  are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 
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CHEVROLET TAHOE 


Price:  $33,990 

Engine:  4.8-liter  V8, 290hp 

Length:  202  inches 

Cargo  space:  109  cubic  feet 

Fuel  economy:  15  city/21  hwy  (4wc 

Weight:  5,500  pounds  (4wd) 


AUTOS 


That  1970s  Show 

While  Japan  pushes  fuel-sipping  subcompacts,  GM  is  going  big. 
Sound  familiar?  By  Joann  Muller 


REMEMBER  WHAT  HAPPENED  DUR- 
ing  the  oil  crises  of  the  1970s?  Japan- 
ese automakers  capitalized  on  soar- 
ing gas  prices  by  flooding  the  U.S.  with 
small,  fuel-efficient  compacts,  while  Amer- 
ican carmakers  kept  cranking  out  their 
gas-guzzling  land  yachts.  That  marked  the 
beginning  of  Detroit's  long  market-share 
slide.  In  1973  the  Big  Three  had  a  com- 
bined 82%  of  the  U.S.  market.  At  the  end 
of  2005  they  had  just  57%. 

Now  we  have  GM  launching  a  slew  of 
mammoth  sport  utilities  like  the  Chevro- 
let Suburban  and  the  Tahoe  (and  bragging 
that  they  get  20  miles  per  gallon),  while 
Japanese  automakers  are  rolling  out  cute, 
fuel-efficient  subcompacts  that  get  40 


miles  per  gallon.  This  comes  just  when  the 
demand  for  full-size  SUVs  seems  to  be 
tanking.  Large  SUV  sales,  the  main  source 
of  profit  for  Detroit  automakers  in  the 
1990s,  fell  21%  in  2005,  losing  ground  to 
smoother-riding,  car-based  crossovers. 

The  market  for  entry-level  cars,  on  the 
other  hand,  is  getting  hot.  This  spring 
three  new  Japanese  subcompacts — the 
Toyota  Yaris,  Honda  Fit  and  Nissan 
Versa — will  hit  showrooms  at  prices 
around  $12,000.  They're  taking  advantage 
of  a  pocket  below  $14,000  that's  been  cre- 
ated as  compacts  like  the  Honda  Civic, 
Toyota  Corolla  and  Nissan  Sentra  have 
gotten  more  expensive.  Global  Insight,  a 
market  research  firm  in  Waltham,  Mass., 


expects  subcompact  sales  to  grow  52°A 
2006  to  339,000  vehicles. 

GM  insists  there's  plenty  of  dema 
left  for  large  vehicles  that  can  haul  a  b 
or  a  camper.  (Of  course,  GM  had  aire; 
sunk  millions  into  development  of 
new  trucks  by  the  time  gas  prices  spi] 
above  $3  last  summer,  so  it  didn't  hj 
much  choice  but  to  plow  ahead.)  But 
hasn't  left  its  small-car  flank  unproted 
either.  It  saw  the  growth  in  entry-le 
cars  a  few  years  ago  and  introduced 
Chevrolet  Aveo,  a  Korean  subcomp 
built  by  its  Daewoo  affiliate.  Now. 
Japan  gets  into  the  game,  Chevy's  bri 
ing  out  the  second-generation  Aveo,  i 
price  of  $11,000. 

Maybe  there's  motive  to  GM's  see 
ing  madness.  After  a  miserable  2d 
JPMorgan  anticipates  GM's  full-size-S 
production  to  rise  21%  in  2006,  add 
$900  million  in  pretax  profit  this  year a 
another  $1.2  billion  in  2007.  Th 
$  1 2,000  subcompacts  don't  have  that  k 
of  earnings  horsepower. 


46     FORBES"  January  30, 2006 


front 

ON  THE  DOCKET 

Lock  'Em  Up 

A  year  ago  the  Supreme  Court  gave  judges  leeway  to  ignore 
sentencing  guidelines  that  slap  white-collar  crooks  with  absurd 
prison  terms.  Not  much  has  changed  By  Neil  Weinberg 


THE  SUPREME  COURT  ROCKED 
criminal  courtrooms  last  January 
when  it  ruled  that  mandatory  sen- 
tencing standards  were  inconsistent  with 
the  Sixth  Amendment  right  to  a  trial  by 
jury.  Henceforth  lower  courts  were  free 
to  decide  punishments,  using  the 
guidelines  as  merely  voluntary. 

Attorney  General  Alberto 
Gonzales,  worried  about  le- 
nient judges,  slammed  the  rul- 
ing as  undermining  a  "critical 
law  enforcement  tool."  Defense 
lawyers  hailed  it  as  promising  to  return 
sanity  to  the  sentencing  of  nonviolent, 
white-collar  offenders.  Recall  Jamie  Olis, 
the  low-level  Dynegy  bean  counter  who 
under  the  old  system  received  24  years  for 
fudging  the  accounting  treatment  of  a 
complex  natural  gas  trade.  Judges,  some 
of  whom  had  railed  against  mandatory 
sentences,  were  presumably  dancing  under 
their  robes. 


tree  years,  l 


A  year  later  little  has  changed.  Under 
the  voluntary  regime  62%  of  46,470  fed- 
eral criminal  sentences  remained  within 
the  guidelines  for  the  ten  months  through 
October  versus  68%  the  previous  four 
years.  In  only  8%  of  cases  did  judges 
cite  the  high  court's  decision  while 
departing  from  the  guidelines. 

In  December  Roger  Black- 
well,  a  former  Ohio  State  mar- 
keting professor,  asked  to  get  off 
dBtth  a3r    with  community  service  for  an 

insider  trading  conviction  that  had 
netted  $900,000.  U.S.  District  Judge  James 
L.  Graham  instead  hit  the  65-year-old  with 
a  six-year  prison  term. 

Why  are  judges  still  hewing  to  the 
guidelines?  One  reason  is  they  are 
required  to  take  them  into  account  under 
the  Supreme  Court  ruling.  Judges  may 
also  fear  their  decisions  being  overturned 
on  appeal  or  worry  about  Congress 
ratcheting  up  recommended  sentences. 


By  the  Numbers 


Sentences  within  the  range  of 
the  sentencing  guidelines.  Compares 
with  68%  in  previous  four  years,  when 
guidelines  were  mandatory. 

Sentences  cut  below  the 
guidelines  at  the  government's 
request;  unchanged  from  previous 
four  years. 

Sentences  cut  at  least  in 
part  as  a  result  of  the  Supreme 
Court's  decision. 


ission  Special  Post-Booker 


"Judges  are  feeling  so  much  pressure 
especially  from  Congress,  that  they're  ii 
the  strange  position  of  having  newfounj 
discretion  and  knowing  if  they  use 
they'll  lose  it,"  says  Barry  Boss,  a  crimina 
defense  attorney  in  Washington,  D.C.  anl 
an  expert  on  federal  sentencing. 

Guidelines  aside,  this  is  a  bad  time  fj 
be  a  corporate  crook.  A  New  York  Stal 
court  with  no  guidelines  slapped  formfl 
Tyco  boss  Dennis  Kozlowski  with  8.3  D 
25  years  for  larceny  and  conspiracy. 


FELONIES 

Sunk 

What  finally  brought  Jack  Abramoff  to  his  knees?  Another  case  of 
fraud  in  the  murky  world  of  offshore  casinos  By  Michael  Freedman 


N 


'Vtv'r 

AIL-BITING  CONGRESSMEN  WHO 
accepted  gifts  and  entertainment 
from  uberlobbyist  Jack  A.  Abramoff 
may  have  Konstantinos  (Gus)  Boulis  to 
thank  for  their  current  predicament  as 
much  as  their  own  poor  judgment.  How 
so?  Boulis,  a  Greek  entrepreneur,  was 
forced  to  sell  SunCruz,  his  offshore  casino 
operation,  as  part  of  a  secret  settlement 
with  the  feds  in  a  fraud  case — and  the 
buyers  were  Abramoff  and 
Adam  Kidan  (who  pleaded 
guilty  last  month  to  crimi- 
nal charges  of  defrauding 
lenders  in  the  September 
2000  deal).  In  fact,  the 


August  indictment  in  the  casino  case  wa 
strong  enough  to  persuade  Abramoff  th; 
he  needed  to  bring  the  separate  but  intei 
twined  federal  probe  in  Washington,  D.C 
to  a  swift  conclusion — or  face  a  prod 
gibus  amount  of  jail  time.  So  he  pleade 
guilty  to  three  felony  counts  in  the  polit 
cal  scandal,  as  well  as  to  two  counts  in  tf 
SunCruz  affair,  in  exchange  for  becomir 
a  cooperating  witness. 

Abramoff,  47,  may  have  gotten  rich  c 
of  kickbacks  from  Indian  tribes  he  repp 
sented.  But  SunCruz  was  to  have  been 
springboard  for  even  greater  wealth.  H 
firm  at  the  time,  Preston  Gates  &  Ellis,  ha 
done  work  for  the  offshore  gamblir 
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From  Microsoft  to  Katrina 


JameS  Barksdale,  63,  who  fought  antitrust  battles  with  Microsoft  as  chief  exec 
utive  of  Netscape,  has  been  leading  a  different  sort  of  charge  since  September. 
Mississippi  Governor  Haley  Barbour  asked  Barksdale  to  head  a  commission  to 
write  a  plan  for  revitalizing  Katrina-devastated  southern  Mississippi.  Barksdale  an< 
the  Knight  Foundation  between  them  picked  up  the  $2  million  tab  for  the  project- 
Barksdale,  a  descendant  of  a  Confederate  general  and  a  resident  of  (undamaged) 
Jackson,  Miss.,  spoke  with  FORBES  shortly  before  his  report  was  scheduled  to  be 
unveiled  by  Barbour.  —  Elizabeth  Corcorc 


operation.  Acquired  for  $147.5  million, 
SunCruz  was  then  an  $80  million  (sales) 
business,  consisting  of  1 1  boats  in  Florida 
and  South  Carolina.  Abramoff  and  Kidan, 
a  disbarred  lawyer  and  founder  of  a  Wash- 
ington, D.C.  mattress  company,  planned 
to  use  the  company  to  get  additional  man- 
agement deals  of  Indian  casinos  and  to 
push  SunCruz's  operations  into  the 
Northern  Mariana  Islands  in  the  Pacific. 
Abramoff  and  Kidan  traveled  to  at  least  a 
dozen  countries,  including  China  and  the 
U.K.,  to  scout  potential  expansion  spots 
for  what  they  called  "the  shining  star"  of 
the  industry.  "You  know,  we're  really 
scouring,"  Kidan  told  FORBES  in 
Abramoff  s  Washington  office  in  early 
2001.  "I've  been  traveling  like  crazy.  Jack's 
been  traveling  like  crazy.  Sometimes 
together,  sometimes  separately,  looking  at 
locations." 

But  he  and  Abramoff  had  trouble 
with  Gus  Boulis.  After  selling  his  casino 
boats,  Boulis  threatened  to  kill  Kidan — 
but  was  himself  murdered  in  a  hail  of 
gunfire  in  February  2001  on  a  Fort  Laud- 
erdale, Fla.  street.  After  a  lawsuit  by  the 
Boulis  estate,  Kidan  pushed  SunCruz 
into  bankruptcy  in  June  2001.  A  U.S. 
magistrate  judge  found  that  Kidan  and 
Abramoff  falsified  documents  saying  they 
had  already  paid  $23  million  in  cash  to 
induce  a  unit  of  Wells  Fargo,  along  with 
Citadel  Equity  Fund,  to  come  up  with  a 
$60  million  loan  to  buy  the  business.  By 
pleading  guilty  to  those  charges,  as  well  as 
to  fraud  and  public  corruption  in  the 
D.C.  case,  Abramoff  could  face  a  decade 
in  jail. 

That  may  not  be  the  end  of  it.  Fort 
Lauderdale  police  have  charged  three  men 
with  Boulis'  murder,  including  a  reputed 
associate  of  the  Gambino  crime  family 
with  ties  to  Kidan.  He  and  Abramoff  have 
repeatedly  denied  any  involvement  in  the 
grisly  crime,  but  Florida  cops  say  they  have 
been  trying  to  question  the  lobbyist  for 
years.  Though  not  a  suspect,  he  was,  they 
claim,  somehow  always  just  a  little  too 
busy  to  respond  to  their  inquiries. 
Abramoff s  lawyers  contend  he  has  always 
been  available.  Whatever  the  case,  given 
his  plea  bargain,  it  looks  as  if  the  aspiring 
casino  mogul  may  finally  have  plenty  of 
time  on  his  hands.  F 


Wouldn't  businesses  come  back  without 
that  $29  billion  in  federal  assistance? 

The  money  causes  things  to  move 
quicker  than  they  would  otherwise.  No- 
body would  argue  that  business  wouldn't 
come  back.  But  without  the  incentives, 
those  businesses  wouldn't  come  back  at 
the  same  speed  or  the  same  profitability 
or  be  able  to  hire  the  same  number  of 
employees.  A  big  part  of  the  reason 
homes  and  businesses  can  be  rebuilt  is 
because  they  got  federal  flood  insurance. 
How  much  of  the  reconstruction  bill  should 
taxpayers  pay? 

The  vast  majority  of  the  dollars  for 
rebuilding  is  certainly  coming  from  pri- 
vate sources.  The  federal  government, 
our  congressmen  and  we,  as  taxpayers, 
don't  like  the  idea  of  bailouts.  We  try  to 
be  mindful  of  that.  Everyone  is  sympa- 
thetic to  the  enormity  of  the  problems. 
But  all  of  us  are  nervous  when  we  look  at 
these  huge  amounts  of  dollars. 
What  businesses  are  already  coming  back 
to  Mississippi? 

The  casinos.  Three  of  them  opened  in 
late  December,  after  working  24  hours  a 
day,  7  days  a  week.  They  will  employ 


almost  3,000  people.  Next,  developers  a 
coming  into  the  area  as  fast  as  we  a 
meet  with  them.  Fifty  thousand  housi) 
units  in  Mississippi  were  destroyed.  Ji 
building  back  those  units  will  make  coi 
struction  our  largest  industry. 
Is  there  profiteering  going  on? 
There's  a  lot  of  property  being  sold  rig 
now  but  not  at  reduced  [prices].  Thai 
free  enterprise.  You've  got  this  perfe 
juxtaposition  of  the  rights  of  priva 
property  holders  versus  the  other  gre 
American  tradition  of  democracy.  Whi 
those  two  come  together,  you've  got  a  1 
of  conflict  and  a  lot  of  opportunity 
These  kinds  of  things  bring  out  the  bt 
in  people,  and,  unfortunately,  they  bru 
out  the  worst. 

Would  you  start  a  company  in  southe 
Mississippi  right  now? 

For  certain  types  of  businesses  this 
going  to  be  a  great  opportunity.  Then 
going  to  be  a  great  amount  of  fundi 
and  tax  incentives  coming  into  t. 
area — that  makes  opportunities  for  bu 
ness.  But  if  I  needed  a  lot  of  specializ 
employees,  it  would  be  difficult  unles 
could  bring  them  with  me. 
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I  Remember  Alan 

In  the  tsunami  of  reporting  on  Alan  Greenspan's  retirement  from  the 
Fed,  it  is  possibly  worth  recalling  the  time,  half  a  century  ago,  when 
he  was  making  waves  in  a  much  smaller  world  By  Dan  Seligman 


ALAN  GREENSPAN  ONCE  WORKED 
for  me.  I  have  managed  to  casually 
drop  that  detail  into  numerous 
conversations  o\  ei  the  years,  hut.  truth  to 
tell,  I  was  neve  i  .  plei  '.  certain  it  was 
true — until  the  olh<  eckedwith 


Alan,  and  he  supports  my  memory.  As 
crisply  stated  by  the  person  news 
accounts  (219  of  them,  in  the  Nexis  data- 
base) keep  calling  "the  most  powerful 
man  in  the  world":  "I  was  essentially 
working  under  your  leadership." 


From  journeyman  musician  to  master 
economist:  Greenspan  in  1968. 

Not  that  I  was  delivering  a  whole  I 
of  leadership  in  1953-54,  the  period 
question.  I  was  a  callow  writer  at  h'ortun 
We  were  then  toiling  over  a  1 2-part  seri 
called  "The  Changing  American  Mai 
ket" — an  attempt  to  understand  ag 
quantify  the  utterly  transformed  world 
the  postwar  consumer. 

What  made  this  exercise  mcmorab 
was  the  magazine's  huge  investment 
economics  and  statistics,  which  genera 
an  avalanche  of  data  that  went  far  beyoi 
what  the  Commerce  Department  wi 
then  publishing.  Part  of  that  investma 
was  Alan  Greenspan,  one  of  several  ec 
nomic  consultants  brought  in  for  the  pre 
ect.  In  the  Fortune  hierarchy  this  mat 
him  a  "researcher,"  and  therefore  subo 
dinate  to  the  writers.  The  memory  I  tai 
away  from  those  years  is  of  a  young  mi 
who  came  across  as  a  truly  nice  guy  evi 
while  always  seeming  to  be  quite  sure 
himself. 

Greenspan  had  taken  a  roundaho 
route  to  economics.  His  first  enthu: 
asm  was  music,  and  instead  of  going 
a  real  college,  he  attended  the  Juilliai 
School,  the  conservatory  in  New  Ya 
City.  In  1944,  at  age  17,  he  dropped  a 
of  luilliard  to  play  the  saxophone  ir) 
traveling  dance  band.  Although  not  j| 
old  enough  to  be  drafted,  he  was  alrea 
a  dues-paying  member  of  the  Americ. 
federation  of  Musicians,  whose  pre: 
dent,  James  Petrillo,  was  notorious  t 
his  efforts  to  prevent  union  membe 
from  making  recordings.  (Petril 
viewed  phonograph  records  as  a  "mec 
anization"  that  reduced  job  opportut 
ties  for  musicians.) 

Greenspan  has  always  spoken  fonc 
of  this  period  and  proudly  of  his  uni< 
membership.  He  says  he  was  a  go« 
amateur  musician,  but  it  gradually  sa: 
in  that  he  was  not  in  the  same  league 
some  of  the  other  guys.  A  defining  exp 
rience  was  playing  next  to  Stan  Getz: 
tenor  saxophonist  whose  recordings  z 
still  sought  by  aficionados. 

Pretty  soon  the  future  Fed  chairm 
was  sitting  apart  from  the  other  bai 
members  between  sets.  While  they  wfl 
relaxing  with  what  were  then  calli 
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Reminiscences 


reefers,  he  was  off  in  a  corner  reading 
economics  and  teaching  himself  math- 
ematics. By  the  end  of  1945  he  was 
studying  economics  at  the  New  York 
University  School  of  Commerce. 

Why  economics?  The  answer  seems  to 
be  that  his  father  was  a  stockbroker. 

Greenspan  graduated  from  NYU  in 
1948.  Within  the  next  few  years  he  got  a 
master's  degree  from  NYU,  started  work 
on  a  doctorate  at  Columbia  University, 
worked  at  the  National  Industrial  Confer- 
ence Board,  started  getting  assignments 
at  Fortune,  became  a  follower  of  Ayn 
Rand  and  a  partner  of  Townsend- 
Greenspan,  a  financial  consulting  com- 
pany. Two  events  during  this  period 
seem  especially  notable,  and  both 
involved  what  appeared  to  be  serious 
setbacks. 

The  first  setback  was  his  failure  to 
complete  the  thesis  needed  for  his 
Ph.D.  at  Columbia.  He  dropped  out  of 
the  Ph.D.  program  in  1951,  telling  him- 
self and  his  thesis  adviser  that  he  wasn't 
really  dropping  out — but  would 
instead  continue  to  work  on  the  project 
while  earning  a  living.  He  never  did  fin- 
ish the  thesis,  however,  and  one  has  to 
wonder  what  his  adviser  thought  of  all 
this.  The  adviser  was  Arthur  M.  Burns, 
who,  like  his  wayward  doctoral  candi- 
date, later  became  chairman  of  the  Fed- 
eral Reserve  Board. 

It  is  also  unclear  what  Burns  thought 
about  NYU's  decision  to  give  Greenspan  a 
Ph.D.  without  a  formal  thesis.  This  came 
about  in  1977,  after  Greenspan  had  won 
high  marks  as  chairman  of  the  Council  of 
Economic  Advisers  in  the  Nixon  and 
Ford  administrations. 

The  second  setback  took  place  at 
Fortune:  The  magazine  considered  offer- 
ing a  permanent  position  to  Green- 
span— and  then  decided  against  it.  To 
this  day  it  is  not  entirely  clear  who  made 
the  decision,  or  why  it  was  made,  or 
whether  it  was  a  rational  decision  or 
whether  it  had  any  long-run  effect  on  the 
American  economy. 

As  the  Changing  American  Market 
series  drew  to  a  close  in  1954,  it  became 
apparent  that  the  magazine's  econom- 
ics operation  would  be  permanently 
expanded. 


The  boss  of  this  operation  was  a  bril- 
liant but  eccentric  man  named  Sanford  S. 
Parker.  Sandy  had  also  worked  at  the 
National  Industrial  Conference  Board, 
which  was  where  he  first  met  Greenspan, 
and  he  had  recruited  Alan  to  be  a  consul- 
tant on  the  series.  Both  of  them  had  an 
affinity  for  mathematical  economics,  and 
I  once  heard  Sandy  reach  for  his  ultimate 
dithyrambic  salute  in  speaking  about 
Alan:  "He's  not  afraid  to  get  his  hands 
dirty  with  the  numbers."  So,  naturally, 


What  will  the  king  of  the  world  do  next? 

the  question  arose:  Why  not  offer  this 
bright  young  guy  a  permanent  place  on 
the  magazine? 

But  he  wasn't  hired.  Sandy's  expla- 
nation, which  I  heard  from  him  repeat- 
edly over  the  years,  is  that  he  wanted  to 
hire  Alan  but  ran  into  resistance  from 
Hedley  Donovan — then  the  magazine's 
managing  editor  (and  later  editor  in 
chief  of  all  Time  Inc.  publications).  The 
story  was  that  Donovan  agreed  on  the 
need  for  at  least  one  more  economist  on 
Sandy's  staff  but  was  opposed  to 
Greenspan.  In  Sandy's  account,  Hedley 
felt  suspicious  of  Alan,  whom  he 
regarded  as  "too  much  of  a  know-it-all." 
So  Sandy  went  for  Todd  May,  the  alter- 
native candidate,  a  business  forecaster 
and  econometrician  with  unimpeach- 
able credentials. 

Sandy  died  in  1980,  and  both  Alan 


and  I  spoke  at  his  memorial  servk 
Todd  May  readily  took  over  the  Fortul 
economics  operation.  Asked  recenl 
about  the  decision  to  hire  him  instead 
Alan  Greenspan,  Todd  observed  that 
was  the  best  thing  that  ever  happened 
both  of  them. 

Some  time  after  Sandy's  death 
found  myself  reminiscing  about  all  tY 
with  Hedley  Donovan  and  mentiom 
his  decision  to  resist  hiring  All 
Greenspan.  Hedley  seemed  startled  ' 
the  notion  that  there  had  been  a] 
such  resistance.  I  went  on  to  qua 
Sandy's  "know-it-all"  explanatio 
This  caused  Hedley  to  bellow  wi| 
laughter  and  to  vouchsafe  his  ovj 
explanation  of  what  had  happened 
In  this  version  he  had  been  pusi 
ing  Sandy  to  hire  Greenspan,  and 
was  Sandy  himself  who  resisted.  Hei 
ley  said  it  was  obvious  to  him  th 
Sandy  fearfully  viewed  Alan  asi 
potential  competitor  for  the  chi 
economist  job. 

While  confessing  to  all  sorts  of  HI 
gering  uncertainties,  I  am  inclined  to ; 
with  this  second  version  of  what  ha 
pened.  Despite  his  intellectual  taleni 
Sandy  Parker  was  a  tower  of  neuros* 
His  phobias  prevented  him  from  eV 
venturing  more  than  several  bloc 
from  the  East  Side  apartment  buildi: 
in  which  he  resided.  The  Time  &  Lj 
Building  being  outside  his  perimeter, 
almost  never  made  it  to  the  Fortui 
offices.  So  it  is  not  much  of  a  stretch 
see  him  as  instinctively  fearful 
Greenspan. 

At  the  same  time,  it  is  hard  to  beliei 
in  retrospect,  that  Alan  Greensp; 
would  have  been  all  that  interested 
Sandy's  job.  While  Sandy  and  Hedl 
were  wrestling  over  the  question 
whether  to  bring  him  onto  the  staff,  Al; 
was  taking  on  serious  commitmen 
with  Townsend-Greenspan.  By  1955  t 
firm  was  a  huge  success,  with  rising  re 
enues  and  a  40%  profit  margin.  2 
there's  a  good  chance  that  if  he  had  be« 
offered  the  magazine  job,  he  would  ha 
declined  it.  Which  implies,  in  turn,  th 
Fortune's  failure  to  make  that  job  off 
had  no  lasting  impact  on  the  AmericJ 
economy. 
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40  VIRUSES. 

40  SPAM. 

40  DOWNTIME. 

[MAIL  DONE  RIGHT. 


o  one  can  promise  complete  email  security  and  availability.  We  don't  live  in  that  kind  of  world, 
it  one  company  has  earned  a  worldwide  reputation  for  making  email  as  secure  and  available  as 
is  important.  A  company  that  not  only  screens  out  viruses,  spam  and  spyware,  but  also  provides 
)lutions  for  speedy  recovery  in  case  of  system  failure.  A  company  that  reduces  storage  costs 
/  archiving  to  secondary  storage  and  blocking  unwanted  emails.  A  company  that  provides 
anagement  tools  for  efficient  email  retention  and  fast  email  discovery.  A  company  that  does 
nail  right.  Symantec.  Because  we  know  it's  not  just  email,  it's  your  business.  For  more 
formation  visit  www.symantec.com/esa  or  call  800-745-6054  DC  E° p  A  D  1  |T  C  C 


I  Technology 


DIGITAL  VIDEO 


Seeing  in  Dolby 

The  company  of  audio  wizards  set  the  gold  standard  for  sound. 
Can  it  do  the  same  with  digital  video?  |  By  Dorothy  Pomerantz 


|N    OCTOBER   N.W.    (BILL)  JASPER 
I  arrived  in  Orlando  for  a  convention 
I  just  as  Hurricane  Rita  was  finishing 
■  her  tear  across  the  state.  Jasper,  chief 
■  executive  of  Dolby  Laboratories,  had 
only  12  more  days  to  fulfill  a  promise 
made  six  months  earlier  to  the  Walt  Dis- 
ney Co.  that  his  company  would  build,  test 
and  install  digital  cinema  equipment  on 
84  screens  capable  of  showing  Disney's  lat- 
est cartoon,  Chicken  Little,  in  3-D. 

Looking  out  from  a  taxi  at  the  water- 
logged city,  it  seemed  that  sometimes  the 
sky  really  does  fall.  Hurricane  Katrina 
had  already  devastated  the  headquarters 
of  a  key  contractor  installing  Dolby's 
equipment  for  Disney.  A  tornado  in  Indi- 
ana had  forced  a  Dolby  technician  to  seek 
shelter  in  a  projection  booth.  And  now 
installers  across  Florida  were  dealing 
with  power  outages  and  sleeping  in  their 
cars  because  hotels  were  filled  with  Rita 
evacuees.  ^ 

"We've  had  big  projects  before  where 
if  we  came  up  against  problems  we  just 
pushed  the  time  back,"  says  Jasper,  58. 
"But  you  can't  do  that  when  the  posters 
say  the  film  is  out  Nov.  4." 

In  the  end  every  theater  but  one 
showed  the  film  on  time. 

Dolby's  race  to  deliver  $7  million  in 
equipment  and  meet  Disney's  tight  dead- 
line was  a  statement  that  Dolby's  technol- 
ogy, essential :  ing  what  we  hear 


since  the  sound  of  the  Millennium  Falcon 
first  whooshed  over  the  heads  of  audi- 
ences in  1977's  Star  Wars,  will  find  new 
riches  and  relevance  in  enhancing  what 
we  see,  as  well. 

Digital  video  has  moved  beyond 
DVDs  and  cable  set-top  boxes  to  big  cin- 
ema screens,  small  screens  like  the  new 
iPod's  and  over  the  Web  in  the  form  of 
Internet-downloaded  movies  and  TV 
shows.  Movies  and  shows  in  digital  form 
need  to  be  compressed  to  be  sent  over 
broadband  pipes.  Such  squeezing  creates 
glitches  and  quirks  in  video  quality — 
exactiy  like  the  imperfections  that  Dolby 
is  known  for  remedying  in  audio. 

"Entertainment  isn't  just  audio.  It  is  a 
feeling,  whether  it  be  in  audio  or  video, 
and  we  want  to  be  part  of  that,"  says 
Jasper. 

Dolby,  which  grossed  $328  million 
last  year,  is  in  a  bit  of  a  squeeze  itself.  It 
has  ridden  the  DVD  boom  ever  since  its 
sound  patents  were  mandated  into  the 
DVD  standard  in  the  mid-1990s,  but  that 
boom  is  over.  DVD  player  shipments  fell 
48%  to  10.4  million  in  2005,  and  Dolby's 
revenue  growth  has  slowed  from  33%  in 
its  2004  fiscal  year  to  a  projected  6%  for 
2006.  The  company  still  gets  two-thirds  of 
its  sales  from  a  royalty  of  50  cents  to  $1 
per  DVD  player  sold,  but  much  of  the 
market  is  now  dominated  by  Chinese 
manufacturers  that  Dolby  says  ignore  its 


royalty  demands.  Since  Dolby's  ini 
offering  a  year  ago,  which  made  73 -y 
old  founder  Raymond  Dolby  worth  $ 
million,  the  stock  has  fallen  28%. 

Jasper  is  making  up  for  the  reve: 
shortfall  by  pitching  his  audio  te 
nologies  to  new  customers,  winnir 
place  for  it  in  both  the  hot  Xbox 
game  machine  and  as  an  option  in 
new  Volvo  models,  which  will  o 
home-theater-quality  Dolby  Digital 
surround  sound.  He's  also  betting  c 
big  consumer  upgrade  to  the  next  g 
eration  of  high-definition  DVD  play 
Consumers,  though,  are  going  to  v 
before  upgrading  until  a  spat  over 
new  DVD  standard  is  straightened  o 

This  is  why  Jasper  is  going  back  to 
cineplex.  In  1999,  when  the  studios  be 
to  discuss  the  need  for  a  digital  stand 
for  film,  all  parties  agreed  they  did 
want  any  toll-takers  such  as  Dolby.  "T 
wanted  an  open  system  that  manufact 
ers  could  build  to,"  says  Craig  To 
Dolby's  head  of  tech  strategy.  "The  w 
ing  on  the  wall  that  they  wouldn't  acc 
a  Dolby  proprietary  system  was  in  ind 
ble  ink." 

A  solution  for  better  compressi 
though,  was  something  Jasper  could 
to  Hollywood  and,  eventually,  find  a  pi 
in  millions  of  homes.  Dolby  already  I 
some  experience  in  visual  signal  proce 
ing,  ironically  through  its  audio  work 
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the  early  1990s  its  engineers  figured  out 
how  to  squeeze  a  digital  soundtrack  onto 
a  piece  of  film  without  losing  the  analog 
soundtrack,  by  putting  the  digital  track 
into  the  spaces  between  the  sprocket 
holes  on  a  piece  of  film.  Those  digital  bits 
were  photographed  as  they  flew  through 
the  projector,  and  a  processor  turned  the 
images  into  sound  without  the  audience's 
noticing  any  delay. 

Bui  applying  that  technology  on  a 


sion  algorithms  until  the  show  looked 
just  right. 

Meanwhile,  Dolby's  hardware  engi- 
neers tackled  the  equipment  that  would 
go  into  the  projection  booths  to  store  and 
play  digital  films.  These  booths  are  terri- 
ble places  to  keep  expensive,  delicate 
equipment.  They're  hot,  rarely  cleaned 
and  subject  to  power  surges.  So  Dolby 
built  fans  that  are  more  sensitive  to  heat, 
run  more  often  than  a  typical  PC  fan  and 


nology  and  theater  hardware 
$25,000  per  screen  to  customers  such 
Technicolor  and  AccessFT.  They  v) 
install  the  systems,  at  a  cost  of  $100,C 
per  screen,  for  free  in  theaters  and 
repaid  through  a  fee  of  roughly  $1,Q 
per  film.  They  have  a  long  way  to 
There  are  only  800  digital  sere* 
worldwide,  less  than  1%  of  the  total. 

Dolby  faces  competition  from  fir 
such  as  Kodak  and  Doremi,  which 


larger  scale  turned  out  to 

bemorecompHcated.The  "jhe  writing  on  the  wall  that  they  wouldn't  accep 

company  had  to  come  up  w  1  j 

with  a  D0|by  proprietary  system  was  in  indelible  ink." 

technology  to  digitize  the 
film,  compress  it  and  add  security.  Sixty 
engineers  spent  five  years  perfecting  the 
compression  scheme.  In  some  cases  it's 
easy  to  decide  whal  to  get  rid  of.  Our 
eyes  are  no1  very  sensitive  to  details  in 
blue  or  very  detailed  patterns,  so  those 
bits  can  be  discarded.  Engineers  would 
look  .it  the  same  clip  of  film  hundreds 
of  times,  gently  tweaking  the  compres- 


are  hardy  enough  to  withstand  the  dust. 
Circuit  boards  are  double- insulated  to 
protect  against  power  surges,  and  there 
are  backup  power  supplies  that  can  be 
switched  out  on  the  fly. 

Dolby  did  all  of  the  installation  work 
for  the  Chicken  Little  rollout.  It's  a  busi- 
ness Jasper  doesn't  want  to  be  in. 
Instead,  he  aims  to  sell  mastering  tech- 


*1 

also  selling  players.  AccessIT  has  alrea 
ordered  200  players  from  Doremi.  Te« 
nicolor  is  doing  its  own  film  masteri 
and  considering  building  its  own  play 
through  its  parent  company,  Thomso 
Jasper  points  out  that  Dolby  faced  cot 
petition  from  DTS  and  Sony  when  it  star 
offering  digital  audio  for  theaters.  N< 
Dolby  has  about  80%  of  that  market 
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Digital  Tools 


One  Does 
Windows, 
One  Does 
Floors 


NEW,  YES.  IMPROVED?  MAYBE.  TWO  NEW  SEQUELS  TO 
popular  products  deliver  new  functionality  and  new 
annoyances.  Irobot's  Roomba  vacuuming  robot  now 
has  a  brother  called  Scooba,  which  washes  hard  floors 
as  it  sweeps  them.  Palm's  excellent  Treo  phone  line 
now  adds  the  700w,  the  first  to  run  on  Microsoft's  Windows 
Mobile  5  operating  system. 

Scooba  first:  The  round  $400  unit  is  a  dead  ringer  for  its  use- 
ful relatives  but  needs  more  help  from  you — like  filling  it  before 
each  use.  I  didn't  find  the  odor  of  the  official  Scooba/Clorox 
cleaning  solution  offensive,  but  if  you  do,  tough:  Except  for  the 
water  to  dilute  it,  it's  the  only  thing  you're  supposed  to  put  in  the 
tank,  at  about  38  cents  per  use. 

I  added  a  smattering  of  cat  litter,  some  New  Year's  confetti 
and  a  splotch  of  Cap  Jempol  Chili  Sauce  to  the  existing  grime 
on  the  bathroom  floor  tile,  filled  the  tank  and  pressed  the 
"clean"  button.  The  Scooba  spun  into  action. 

You  don't  even  have  to  vacuum  beforehand.  Since  the  unit 
has  separate  "clean"  and  "dirty"  tanks,  it  cleverly  lays  down  solu- 
tion, scrubs  it  around  and  sucks  it  up  rather  than  recirculating 
the  muck.  But  the  circular  unit  can't  get  into  corners.  It's  too 
wide  to  make  it  behind  my  toilet  and  too  tall  to  get  all  the  way 
under  my  bathroom  console.  That  made  for  trouble,  because  the 
Scooba  blew  litter  and  hair  it  hadn't  picked  up  yet  into  areas 
where  it  couldn't  go. 

Despite  my  aiming  an  infrared  virtual  wall  to  block  off  a  tile- 
to-carpet  transition,  the  unit  managed  to  dampen  the  rug  and 
get  stuck  on  it.  It  also  froze  twice  above  a  stair;  the  cliff  sensors 
that  keep  it  from  plummeting  apparently  got  confused.  At  least 
the  "I'm  stuck"  light  is  straightforward. 

After  every  run  you  must  empty  and  rinse  the  dirty  tank, 
whose  contents  can  spill  onto  the  floor  if  you  don't  handle  it 
right.  You  also  have  to  clean  a  filter,  a  duct  and  a  brush/squeegee 
assembly  full  of  detritus  like  hair  and  chili  sauce.  Then  you  have 
to  recharge  the  unit  and  deal  with  the  dirt  it  can't  reach.  Lesson: 
Don't  follow  the  box's  instructions  to  throw  away  your  mop. 

The  Treo  ?00w  hardware  ($400  after  rebate)  is  largely  fine, 
though  the  screen  has  about  half  the  pixel  count 
of  its  predecessor.  The  best  new  feature  is  Veri- 


Stephen  Manes 


zon's  speedy  BroadbandAccess  data  service  for  the  same  $45  j 
month  Treo  650  users  pay  for  the  much  slower  NationalAcc 
data  plan.  But  the  Windows  software  is  both  blessing  and  cui 

The  Web  browser  is  pretty  good.  Windows  Media  Player  a 
that  high-speed  Net  connection  let  you  watch  Windows  Me< 
video  feeds.  You  can  listen  to  Windows  Media  Internet  radio 
four  and  a  half  hours  on  one  charge  even  while  you  surf  i 
Web,  download  mail  and  recalculate  spreadsheets.  But  getti 
subscription  tunes  to  the  unit  is  a  pain,  and  the  player  choked 
several  Net  radio  feeds. 

Palm  adds  useful  details,  like  an  ever-present  battery  indi. 
tor,  a  Google  search  function  available  from  the  opening  sere 
and  a  clever  VCR-like  interface  for  listening  to  voice  mail.  I 
Windows  Mobile  keeps  getting  in  the  way.  The  manual  nol 
"In  fields  where  you  see  a  downward-pointing  arrow  but  no  r 
tangle,  you  must  tap  the  arrow  with  the  stylus  to  expand  1 
field."  Translation:  The  five-way  rocker  switch  is  often  useless 
which  point  one-handed  use  becomes  unlikely. 

When  you  try  to  do  data  chores  with  a  Palm  OS-based  Tre 
phone  turned  off,  the  screen  helpfully  offers  to  turn  it  on.  \\ 
this  Windows  Mobile  version  you  get  nothing  but  an  annoyi 
error  message — and  I  saw  other  messages  equally  cryptic  wh 
viewing  Web  video.  The  desktop  synch  software  remains  slu 
gish  and  awkward.  The  voice  command  feature  appears  to 
workable,  but  it's  so  poorly  documented  that  I  can't  figure  c 
more  than  its  rudiments. 

Good  news:  Palm  says  some  future  Treos  will  be  able  to  i 
Palm  OS  instead  of  Windows  Mobile.  The  Treo's  still  a  terr 
design,  but  I'll  wait  for  one  of  those  before  deciding  which  Ti 
I'll  buy  next. 


FVwh£*S    Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo,  which 

■com  i  appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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PRODUCED  BY  NUANCE  MULTIMEDIA  AUSTRALIA 

WRITTEN  BY  JUSTINE  COSTIGAN 


15  years  of  continuous  growth,  Australia's 
;  star  doesn't  appear  to  be  waning  any 
n.  On  the  contrary,  outperforming  not  only 
and  the  EU  but  also  almost  every  other 
d  nation  in  its  capacity  to  open  up  product 
jnder  its  open  trade  and  regularity  systems 
D05),  Australia  continues  to  be  a  prime 
jn  for  global  investment. 
!  Australia's  abundant  natural  resources 
i  important  part  of  the  economy,  over  the 
'ears  the  country  has  come  to  rely  less  on 
id  agricultural  industries  and  more  on  a 
id  sophisticated  knowledge-based  economy 
ices  now  accounting  for  79%  of  activity, 
jecades  of  reform  have  freed  up  the 
i  economy  and  transformed  it  into  one  that 
!  and  adaptable.  Welcoming  to  foreign 
,  the  Australian  government  has  worked 
ith  local  business  organizations  and  inter- 
agencies to  make  Australia  an  attractive 
nt  destination.  And  the  strategy  has 
During  the  four  years  leading  up  to  March 
set  foreign  investment  in  Australia  soared 
to  a  record  $250  billion, 
to  the  world,  Australia  is  a  strong  supporter 
ide  agreements.  In  2005  the  Australia-U.S. 
le  Agreement  was  implemented,  creating 
n  opportunities  for  U.S.  investors  as  well 
ating  investment  from  other  countries, 
ts  cost-competitive  business  location,  highly 
jltilingual  workforce  and  open,  progressive 
e  political  and  regulatory  environment,  it 
prising  that  Australia's  appeal  as  a  business 
nt  destination  continues  to  grow.  Indeed, 
Cearney  2004  Foreign  Direct  Investment 
ifidence  Index  showed  that  Australia 
the  greatest  upward  movement  in  confidence 
stors,  jumping  from  19th  to  7th  most 
FDI  destination  in  the  world. 
3d  the  most  resilient  economy  for  the  fourth 
/e  year  in  2005  by  the  World  Competitive 
2005,  the  nation's  strong  growth  rates 
eeded  most  other  major  OECD  economies 
the  U.S.,  U.K.,  Germany  and  Japan.  And 
;ss  looks  set  to  continue  with  a  2005 
'ecast  predicting  robust  growth  for  the 
i  economy  in  2006  and  beyond. 


THE  NEW  SOUTH  WALES  ADVANTAGE 


An  Important  Place  to  Be 

Each  day  Reuters'  Japanese  customers  turn 
on  their  computers  to  get  the  latest  financial 
information  in  their  language  translated  by 
a  team  of  fluent  Japanese  speakers  in 
Reuters'  Sydney  office. 

Sydney's  time  zone  gives  Reuters  a  head 
start,  but  it  is  the  city's  skilled  multilingual 
workforce,  with  more  than  10,000  Japanese 
speakers,  that  convinced  Australia/New 
Zealand  Managing  Director  Diccon  Close 
to  open  the  Japanese  desk  in  Sydney  in 
late  2004.  "With  the  main  news  bureau  for 
our  Pacific  regional  operation  also  located 
in  Sydney,  as  well  as  technical  support 
staff,  Sydney  was  a  resource-effective 
location  for  a  Japanese  translation  desk," 
says  Close. 

Australia's  history  of  immigration  has 
created  a  multicultural  society  with  one  of 
the  most  multilingual  workforces  in  the 
Asia-Pacific  region.  In  New  South  Wales 
(NSW)  alone,  198  languages  are  spoken, 
and  of  the  state's  3  million-strong  work- 
force, more  than  60%  have  post-school 
qualifications  and  almost  a  quarter  are 
tertiary  educated. 

Sydney,  Australia's  preeminent  city,  is 
the  country's  major  financial  and  business 
center.  The  NSW  economy  is  not  only  the 
largest  in  Australia,  but  it  is  also  larger  than 


Sydney  Financial  District 

those  of  nearby  Thailand,  Hong  Kong, 
Malaysia,  Singapore,  New  Zealand  and  the 
Philippines.  Sydney  is  home  to  80%  of 
overseas  banks  in  Australia,  including 
subsidiaries  of  most  of  the  world's  largest 
investment  banking  groups  such  as 
Deutsche  Bank,  ABN  AMRO,  State  Street, 
HSBC,  Citibank,  HBOS,  the  Royal  Bank  of 
Scotland,  UBS  and  Morgan  Stanley. 

According  to  the  Australian  chief 
executive  officer  of  Deutsche  Bank,  Chum 
Darvall,  Australia  has  an  extremely  competitive 
and  sophisticated  market  that  has  plenty  of 
opportunity  despite  its  comparatively  small 
size:  "Sydney  is  an  important  place  to  be. 
It  has  a  robust,  open  economy  with  global 

CONTINUED  P.2 


FLYING  HIGH 

Virtually  the  entire  planet  will  experience 
the  benefit  of  Australian  advanced 
manufacturing  when  the  world's  largest 
airliner  begins  its  service  in  March  2006. 
The  555-seat  double-deck  Airbus  A380 
is  the  most  ambitious  civil  aircraft 
program  yet,  and  a  significant 
component  of  the  aircraft  is  being  built 
by  Boeing  subsidiary  Hawker  de 
Havilland  (HdH)  in  Melbourne,  Australia. 

2    ADVERTISEMENT  ^ 

AUSTRALIAN 

ADVANTAGE  * 

FROM  P.1 

relevance  in  a  range  of  industries." 

Reuters'  Diccon  Close  has  a  broad  overview 
of  global  financial  markets.  "Sydney  is  a  mature 
market  with  a  certain  element  of  fearlessness," 
says  Close.  "Australians  are  not  afraid  to  be 
innovative  and  create  new  financial  products. 
Australia  really  punches  above  its  weight  in 
financial  markets." 

Innovation  is  also  a  characteristic  of  the 
information  and  communications  technology 
market  in  Australia.  Global  business  communi- 
cations provider  Avaya's  Sydney  research  and 
development  arm  is  producing  up  to  25%  of 


the  multinational's  patents.  Australia  is  also  "an 
early  adopter,"  says  Carlton  Taya,  managing 
director  of  Avaya  South  Pacific,  "and  that 
makes  Australia  a  great  test  market." 

Sydney's  geography  and  proximity  to  its 
major  customers  were  why  Avaya  made 
Australia  its  South  Pacific  headquarters.  "Avaya 
needs  to  be  where  its  customers  are,"  says  Taya, 
"but  we  also  saw  a  real  opportunity  to  grow 
our  business  in  Australia."  Since  establishing  in 
Australia  five  years  ago,  Avaya  has  experienced 
an  annual  average  of  about  25%  growth. 

NSW  enjoys  triple-A  credit  ratings  from 


both  Standard  and  Poor's  and  Moody's 
reflecting  its  strong  financial  position  ani 
capacity  to  withstand  changing  econon 
circumstances.  NSW's  buoyant  services 
economy  reflects  the  strength  of  its  kno\i 
based  and  technical  support  industries. 

"Australian-educated  and  traned  profe 
have  globally  recognized  skills,"  says  Dt 
Bank's  Chum  Darvall,  "and  there  are  oppoi 
for  them  around  the  world."  But,  he  no! 
a  laugh,  with  Sydney's  enviable  climate 
cosmopolitan  lifestyle  on  offer,  it's  not  si 
that  they  "come  back  eventually." 


THE  SOUTH  AUSTRALIAN  ADVANTAGE 


Dynamic  Economy 

In  1843,  Australia's  first  export  of  iron  ore  left 
Glen  Osmond  in  South  Australia.  It  was  a 
defining  moment  for  the  state  and  one  that 
foreshadowed  the  growing  importance  of  minerals 
to  South  Australia's  (SA)  developing  economy. 
Only  seven  years  later,  SA  exports  of  copper 
and  lead  earned  more  than  the  country's 
combined  total  exports  of  wool  and  wheat. 

In  2006,  resurgence  in  resource  exploration 
in  SA  is  again  attracting  attention  around  the 
world.  And  although  predicted  mineral  exploration 
targets  are  AU$100  million  a  year  by  2007,  the 
state  still  remains  seriously  under-explored. 

The  opportunities  for  business  and  investment 
in  SA  extend  from  the  traditional  industries  of 
mining  and  agriculture  to  the  high-tech,  high- 
skill  industries  of  information  communications 
technology  (ICT)  and  defense.  As  a  dynamic 
regional  economy  in  the  Asia-Pacific  region, 
SA  has  a  well-developed  infrastructure, 
first-class  educational,  training  and  research 
institutions  and  a  competitive  business 
environment.  Rated  by  international  accounting 


Olympic  Dam,  in  South  Australia,  is  one  of  the  world's 
biggest  mines,  supplying  copper,  uranium  and  gold. 


and  consulting  firm  KPMG  as  Australia's  most 
competitive  business  city,  the  report  also 
declared  Adelaide  the  third  most  competitive 
city  in  the  world  in  the  key  industries  of  auto- 
motive, metals,  food  processing  and  IT.  In  the 
same  KPMG  findings  Adelaide  was  named 
tenth  most  competitive  business  city  in  the  world. 

Unique  Opportunities 

The  development  of  mineral  and  energy 
resources  represents  one  of  South  Australia's 
most  significant  opportunities  for  regional 
development.  The  state  has  extensive  reserves 
of  oil  and  gas;  substantial  deposits  of  base 
metals,  gold  and  heavy  mineral  sands;  and  a 
rapidly  growing  geothermal  energy  sector.  It 
has  the  world's  largest  primary  lead  smelter 
and  steelworks,  which  produce  more  than  one 
million  tonnes  of  raw  steel  a  year. 

Robert  Champion  de  Crespigny,  successful 
founder  of  Normandy  Mining  and  Chairman  of 
the  South  Australian  Economic  Development 
Board,  says  South  Australia  presents  a  unique 
opportunity  for  exploration. 

"SA  has  some  of  the  most  under-explored 
regions  in  the  developed  world,  and  from  the 
Premier  down,  we  welcome  and  encourage 
companies  to  explore  and  develop  sustainable 
mines.  The  state  has  the  best  database  (of 
background  geological  data)  available  and 
should  you  be  successful,  you'll  have  the 
quickest  approval  to  develop  the  mine." 

The  state's  largest  mine,  and  one  of  the 
world's  largest  uranium  deposits,  is  Olympic 
Dam,  located  560  kilometers  north  of  Adelaide. 
Owned  by  BHP  Billiton,  Olympic  Dam  is  also 
the  world's  fourth-largest  remaining  copper 
deposit  and  produces  significant  quantities  of 
gold  and  silver. 

The  Cooper  Basin,  Australia's  largest 
onshore  resources  project,  is  another  South 
Australian  success  story.  Oil  and  gas  found  in 
the  Cooper  Basin  have  been  a  major  interest  for 


The  Durmstrang  Firebird  that  Rising  Sun  Pic 
created  for  Harry  Potter  and  the  Goblet  of  Fi 

©  Warner  Brothers 

Santos  Ltd.  since  the  company  was  ests 
in  1954.  From  its  South  Australian  base 
has  added  significant  development  pro 
its  expanding  international  portfolio. 

Santos  Managing  Director  John  Elli 
says,  "Our  core  SA  operations  have  pla 
pivotal  role  in  Santos  significantly  wider 
exploration  and  development  asset  bas 
recent  years." 

Thoughtful  planning  and  manager™ 
the  resources  sector  through  its  Plan  fc 
Accelerating  Exploration  (PACE)  is  an  inr 
.focus  for  the  SA  government's  Departn 
Primary  Industries  and  Resources.  By  de 
a  considered  plan  for  current  and  futun 
exploration,  the  government  is  hoping  tc 
investors  to  the  state's  resources  sector,  f 
months  into  the  program,  a  number  of  pi 
new  discoveries  have  already  been  ma 

ICT  Magic 

Fans  of  the  Harry  Potter  series  of  book 
related  film  franchise  are  a  very  deman< 
They  expect  a  faithful  representation  of 
beloved  stories,  with  special  effects  tha 
the  vivid  imagination  of  Potter's  creator) 
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re's  never  been  a  better  time  to  do  business  in  Sydney, 
tralia's  leading  economic  and  financial  centre. 

ney  is  the  business  heart  of  the  world's  most  resilient 
nomy  in  the  world's  fastest  growing  region. 

ng  business  in  Sydney  is  easy  and  efficient.  Australia's 
nness  to  foreign  investment  is  supported  by  its  low 
business  environment  and  strong  financial  position. 


Sydney  has  a  well  educated,  multilingual  workforce 
recognised  internationally  for  innovation  and  enterprise. 
With  a  robust  economy  and  sustained  growth,  it  is  one 
of  the  most  cost  competitive  cities  in  the  Asia  Pacific. 

The  NSW  Department  of  State  and  Regional  Development 
encourages  investment,  jobs  growth  and  development  by 
offering  a  range  of  services  to  business.  Contact  us  for  all 
the  assistance  you  need  to  locate  or  expand  in  Sydney. 

www.business.nsw.gov.au 


New  South  Wales 
Department  of  State  and 
Regional  Development 


First  for  Business 


Level  43  Grosvenor  Place 

225  George  Street,  Sydney  NSW  2000  Australia 

Tel:  +61  2  9338  6634  Fax:  +61  2  9338  6?28 

Email:  investment@business.nsw.gov.au 

www.business.nsw.gov.au 


Now  South  Wales  Go1 


Adelaide 


,  South  Australia  is  the  most  competitive  city  for  setti 

and  running  a  business,  not  just  in  Australia,  but  the  w 

of  the  Asia-Pacific  region.  Adelaide's  population  of  just  over  a  rr 
provides  a  stable,  well-educated,  skilled  and  cost-competitive  workforce  with 
'  turnover  rate.  We  have  the  lowest-priced  office  accommodation  in  Australia  as  vt 


v.  the  best  housing  value  on  the  mainland  and  the  lowest  cost  of  living  for  your 


South  Australia  at  a  glance. 


St 


■l 


h 


ere 


South  Australia 


KPMG  Competitive  Alternatives  Report,  2004  found 
Adelaide  to  be  the: 

•  most  cost-competitive  city  in  Australia  and  the 
Asia-Pacific  region; 

•  tenth  most  competitive  business  city  in  the  world; 

•  third  most  competitive  city  out  of  25  in  its 
population  range  and; 

•  a  world  top-three  location  for  plastics,  advanced 
software  and  web  development,  multimedia,  automotive, 
food  processing  and  metal  components. 

Adelaide  is  ranked  the  fourth  best  city  to  visit  for 
business  purposes  out  of  the  127  cities  considered 
in  the  2005  Economist  Intelligence  Unit's  Business 
Trip  Index. 

The  Australian  Industry  Group  report,  Industry  in  the 
Regions,  2004,  found  Adelaide  businesses  have  the: 

•  highest  profit  margins,  product  quality  and 
leadership  skills  of  the  capital  cities; 

•  lowest  administration  costs  of  all  capital  cities; 

•  greatest  research  and  development  expenditure  and; 

•  highest  ranking  for  innovation  and  new  product 
development. 

Adelaide  offers  your  business: 

•  world-class  industrial  parks  specifically  geared  for 
R&D,  IT  and  manufacturing; 

•  a  highly-skilled  workforce; 

•  the  best  industrial  relations  record  in  Australia; 

•  first-class  infrastructure; 

•  a  strategic  location  at  the  junction  of  Australia's 
major  transport  corridors  and  in  Asian  time-zones; 

•  a  world-class  university 
and  education  system  and; 

•  excellence  in  schools, 
housing,  transport  and 
lifestyle  options  in  a  safe 
and  secure  environment.  of  south  Australia 


Australia  at  a  glance 


•  The  OECD  forecasts  Australia's  economic  growth 
to  be  3.2%  in  2006  and  3.6%  in  2007  compared 
to  average  OECD  growth  rates  of  2.9%  in  both  years 
(OECD  2005) 

•  Australia's  modern  and  effective  intellectual 
property  protection  regime  is  ranked  second  in  the 
Asia-Pacific  and  10th  in  the  world  (WCY  2005) 

•  Up  four  places  since  last  year,  Australia  is  now 
one  of  the  top  ten  most  competitive  countries  in  the 
world  (World  Economic  Forum  2005-06) 

•  Australia  is  one  of  the  top  two  places  in  the  Asia- 
Pacific  where  expats  want  to  live  and  work  (EIU  2005) 

•  Australia  is  one  of  the  most  multicultural  workforces 
in  the  Asia-Pacific  (ABS  2005) 

•  Australia  is  ranked  second  in  the  Asia-Pacific 
for  the  motivation  of  its  workforce  (IMD  World 
Competitiveness  Yearbook  2005) 


To  make  an  appointment  with 
one  of  our  specialist  investment 
advisors  in  San  Francisco 
or  New  York,  visit 
www.investaustralia.com 


Australian  Government 


Invest  Australia 


|o  one  of  the  world's  top  25  roost  liveable  cities:  a  vibrant 
e  of  artistic  endeavour,  creativity,  scientific  research, 
pment  and  innovation. 

that's  just  the  Start  Of  it.  For  even  more 
lling.  reasons  to  do  business  here  in  South  Australia,  visit 
outhaustralia.biz 
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Rowling.  So  when  it  came  to  engaging  a  special 
effects  company  to  deliver  superb  visual  imagery, 
producers  of  the  latest  film  installment,  Harry  Potter 
and  the  Goblet  of  Fire,  turned  to  Adelaide-based 
Rising  Sun  Pictures  for  help. 

Rising  Sun  Pictures'  clients  span  the  globe.  The 
company  provides  special  effects  for  multimillion  dollar 
international  features,  discrete  shots  in  local  films, 
state-of-the-art  animation  and  titles  sequence  design. 

Co-founder  of  the  company  Didier  Elzinger  says 
being  based  in  Australia  is  no  obstacle  to  sourcing 
work.  "Our  technology  means  our  clients  can  be  on 
the  other  side  of  the  world,  but  they  don't  think 
twice  about  hiring  a  company  based  in  Australia." 

Rising  Sun  Research,  the  company's  software 
development  arm,  has  created  a  program  to  make 
this  process  even  easier.  cineSync  allows  multiple 
users  to  simultaneously  and  securely  view  movies 
from  multiple  locations,  while  at  the  same  time 
making  changes  to  the  images.  It's  a  technology 
that's  taken  off  in  a  range  of  industries,  as  well  as 
film.  "In  a  wonderful  spin-off  from  the  program, 
doctors  in  remote  Australian  locations  have 
adapted  the  software  to  make  remote  diagnoses 
and  consult  with  other  doctors,"  says  Elzinger. 

Rising  Sun  Pictures  and  Rising  Sun  Research 
typify  the  leading-edge  technologies  being  developed 
for  global  companies  in  South  Australia.  South 
Australian  companies  have  expertise  in  many 
specialist  areas,  including  business  intelligence, 
enterprise  systems,  financial  services  systems, 
mobile  and  satellite  telecommunications,  security 
and  anti-spam,  multimedia,  3D  animation  and 
games  and  entertainment. 

SolvelT  Software  Founder  and  Managing 
Director  Matthew  Michalewicz  has  a  unique 
perspective  on  the  advantages  of  the  ICT  industry 
in  SA.  Born  and  bred  in  the  U.S.,  Michalewicz 
saw  Adelaide  as  the  ideal  place  to  establish  his 
logistics  and  marketing  solutions  company  in 
2004.  "Australia  has  not  been  exposed  to  the  wild 
swings  of  the  U.S.  IT  industry,  and  there  is  a 
positive  attitude  towards  IT  companies  in  Australia. 
More  than  a  decade  of  stable  economic  growth 
makes  Australia  an  ideal  business  environment,  and 
I  can  attract  the  same  sort  of  Global  1000  companies 
as  clients  from  Adelaide  as  !  could  in  the  U.S." 

Defense  Preference 

South  Australia  is  the  location  of  preference  not 
only  for  Australia's  defense  industry,  but  also  for 
the  Asia-Pacific  operations  of  some  of  the  world's 
leading  defense  companies.  BAE  Systems,  ASC 
Pty  Ltd,  SAAB  Systems,  Tenix  Defence,  Raytheon 
Systems,  General  Dynamics  Land  Systems  Australia, 
RLM,  CSC  and  National  Air  Support  and  the  nation's 
primary  defense  research  organization,  the 
Defence  Science  and  Tec  •    \iy  Organisation 
(DSTO),  all  have  regional  headqu  ?.rters  in  SA. 


SA  company  ASC  Pty  Ltd.  recently  won 
the  tender  to  build  the  Royal  Australian 
Navy's  air  warfare  destroyers  (AWD)  —  one 
of  Australia's  largest  and  most  complex 
defense  projects  with  a  value  of  up  to  AU$6 
billion.  The  headquarters  of  the  AWD  project, 
including  the  Systems  Centre,  will  be  based 
in  Adelaide. 

Breakthrough  research  and  development 
from  the  DSTO  and  a  cluster  of  innovative 
small  and  medium-sized  enterprises  are  strong 
attractions  for  the  many  multinational 
companies  located  in  Adelaide.  High  technology 
defense  electronics  encompassing  command, 
control,  communications,  computing, 
intelligence,  surveillance  and  reconnaissance 
represent  the  core  of  the  state's  defense 
industry  sector  capabilities  and  expertise. 

One  of  these  leading  companies  is  Tenix 


The  Royal  Australian  Navy's  fleet  of  Air  Wa( 
Destroyers  will  be  built  in  Adelaide,  SA. 

Defence's  Electronic  Systems  Division! 
has  had  a  significant  presence  in  Ada 
since  1 999.  The  division  provides  cusl 
research  and  development  in  signal  a| 
high-speed  data  processing,  data  fua 
image  processing  software  and  trusty 
information  security  (INFOSEC)  and  i 
communications  security  (COMSEC) 


THE  FINANCIAL  SERVICES  ADVANTAGE 


il  Center 


Australia  has  become  a  key  location  for 
global  financial  services  companies  seeking 
regional  Asia-Pacific  headquarters.  Australia 
offers  a  strong  financial  services  infrastruc- 
ture, a  valuable  time  zone  that  offers  U.S. 
companies  quick  turnaround  time  and 
skilled  resources.  But,  of  course,  there  is 
more:  Australia's  sophisticated  base  of 
international  investors,  intermediaries, 
investment  banks,  fund  managers  and 
ancillary  service  providers  has  created  a 
strong  market  with  an  appetite  for  specialist 
products,  including  hedge  funds  and 
mortgage-backed  securities. 

Global  heavyweights  such  as  Citigroup, 
Deutsche  Bank  and  Morgan  Stanley  have 
based  major  Asia-Pacific  foreign  exchange 
processing  hubs  and  back-office  functions 
in  Australia.  The  country's  status  as  the 
Asia- Pacific  center  for  funds  management, 
with  growth  opportunities  in  areas  such  as 
private  banking  and  advantages  including 
efficient  back-  and  middle-office  processing, 
has  attracted  global  financial  institutions 
since  the  mid-1990s. 

U.S.  investment  and  advisory  firm 
Babcock  and  Brown  moved  its  global  head- 
quarters to  Sydney  in  2004  to  take  advantage 
of  Australia's  still  largely  underdeveloped 
resources  and  the  opportunities  for  investment 
in  both  Australia  and  the  Asia-Pacific  region. 
"Australia  suited  our  particular  business  and 
focus,"  says  Babcock  and  Brown  Managing 
Director  Phillip  Green.  "There  is  a  strong 
investor  base  in  Australia,  and  as  our 
business  grew  and  developed  it  was  the 
logical  place  to  be." 


Babcock  and  Brown  is  well  knovi 
its  commitment  to  the  renewable  ens 
sector  and  has  established  investmei 
large-scale  wind  farms  in  South  Ausl 
Western  Australia,  Spain,  Germany  a 
throughout  the  U.S.  Babcock  and  B» 
Wind  Partners  (BBWP)  is  also  exploti 
opportunities  to  develop  China's  em^ 
wind  farm  industry. 

With  1 8  offices  around  the  world 
global  portfolio  of  investments,  Babe 
and  Brown  was  attracted  to  Australia 
stable  political  system,  developed  ec 
and  open  marketplace.  It  sees  Austn 
as  a  good  place  to  build  and  expanc 
as  Phil  Green  is  quick  to  point  out,  1 
businesspeople  come  out  here  and  : 
what  a  great  place  it  is,  they  can't  wi 
become  investors." 


Australia  offers  renewable  energy  oppcr 
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>es  your  10  year  strategy  for  targeting  45%  of  global 
)P1  include  the  world's  most  resilient  economy? 

Asia-Pacific  region  is  fast  becoming  the  engine  room  of  world  economic  growth.  In  the  next  ten 
[s,  it  is  forecast  that  Asia's  economies  will  account  for  45  per  cent  of  world  GDP  (PPP*), 
ificantly  more  than  the  United  States  and  Europe  combined'. 


HARE  OF  WORLD  GDP'  IN  2015 


OTHER  ASIA  11% 


—  REST  OF 
THE  WORLD 
18% 


ralia,  ranked  the  most  resilient  economy  in  the  world2  for  the  fourth 
1  succession,  is  ideally  positioned  and  well  equipped  to  take  advantage 
;  growth  with  its  strong  trade  and  investment  links  with  the  region. 
:ralia's  top  four  trading  partners  are  Japan,  China,  Korea  and  the 
i  States3.  The  United  States,  Japan,  Hong  Kong  and  Singapore  are 
mong  Australia's  top  ten  sources  of  inward  investment, 
ralia's  abundant  natural  resources  are  helping  to  drive  the  economic 
ipment  of  many  Asian  economies.  Australia  is  also  experiencing  strong 
id  from  Asia  for  its  agricultural  products  and  its  tourism,  educational 
nancial  services.  Given  that  Asian  economies  are  home  to  over  60 
fit"  of  the  world's  population  and  are  growing  strongly  in  affluence, 
ilia's  unique  location  in  the  region  makes  it  the  perfect  business  bridge 
)bal  companies  seeking  to  access  these  expanding  markets, 
tralia  is  building  on  its  position  in  the  region  with  a  network  of 
"rade  Agreements  (FTAs).  Australia  currently  has  FTAs  in  place 
he  United  States,  Singapore,  Thailand  and  New  Zealand  and  is 
egotiating  FTAs  with  China,  Malaysia,  United  Arab  Emirates,  and 
N  (Association  of  South  East  Asian  Nations). 

UA'S  TWO  WAY  MERCHANDISE  TRADE  WITH  MAJOR  PARTNERS  IN  2004  SOURCE  DFAT,  2005 
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Competitiveness 

e  Australia's  links  with  Asia  have  never  been  stronger,  it  is  also 
cant  to  note  that  Australia's  competitive  position  in  the  global 
[my  has  never  been  better. 

year,  Australia  jumped  four  places  to  be  in  the  top  ten  most 
?titive  countries  in  the  world  according  to  the  World  Economic  Forum5, 
ding  one  of  the  biggest  jumps  in  the  top  20  list,  Australia  is  now 
i  ahead  of  Japan,  the  UK,  Canada,  Germany,  Hong  Kong  and  France 
ell  ahead  of  the  larger  emerging  economies  of  China  and  India. 
Forum  praised  Australia's  stable  macroeconomic  environment, 
[class  public  institutions,  sound  public  finances  and  very  low  levels 


of  corruption.  It  also  assessed  Australian  companies  as  being  highly 
innovative,  with  the  ability  to  harness  new  information  and  communi- 
cations technologies  extremely  well. 

Australia's  attractiveness  as  an  investment  destination  is  reflected  in  a 
recent  study  by  US  Think  Tank,  the  Milken  Institute,  in  which  Australia  was 
ranked  the  seventh  best  capital  market  in  the  world  out  of  121  countries6. 

It  is  clear  that  Australia's  advantages  for  investors  are  being  discovered 
with  the  country  enjoying  a  150  per  cent  increase  in  the  stock  of  foreign 
direct  investment  (FDD  in  the  last  four  years  to  a  record  US$250  billion  in 
March  20057. 

The  Australian  business  environment  is  highly  receptive  to  foreign  direct 
investment.  Majority  foreign  owned  firms  in  Australia  account  for  23  per 
cent  of  Australia's  output,  almost  50  per  cent  of  goods  and  services 
exported,  and  42  per  cent  of  private  research  and  development  expenditure8. 

With  Australia  the  fastest  place  in  the  world  in  which  to  start  a  business9, 
as  well  as  the  best  place  in  the  Asia-Pacific  to  live  and  work'0,  your 
investment  decision  could  not  be  simpler.  The  future  is  here-in  Australia. 


Don't  make  an  investment 
decision  in  the  Asia-Pacific 
region  without  visiting 

www.investaustralia.com 


Australian  Government 
Invest  Australia 


[1]  Consensus  Economics;  IMF;  economics  d>  ANZ  [2]  IMD  World  Competitiveness  Yearbook  (WCY)  2005 
[3)  Australian  Bureau  of  Statistics  (ABS)  2005  [4]  United  Nations  2005  [5]  World  Economic  Forum 
Global  Competitiveness  Report  2005-06  [6]  Milken  Institute  :  Capital  Access  Index  2005  [7]  ABS  2005 
[8]  Access  Economics  2004  [9]  World  Bank  2005  [10]  Economist  Intelligence  Unit  2004 
*  GDP  based  on  purchasing  power  parity 


World's  most  resilient  economy  -  for  the  fourth  year  in  succession  (IMD  WCY  2005) 
Lowest  risk  of  political  instability  in  the  Asia-Pacific  region  and  2nd  lowest  in  the 
world  (IMD  WCY  2005) 

Sophisticated  knowledge  economy  with  services  accounting  for  almost  80%  of  GDP 
(ABS  2005) 

Highest  overall  productivity  (PPP)  per  person  employed  in  the  Asia-Pacific  region 
(IMD  WCY  2005) 

Fourth  largest  investment  funds  under  management  in  the  world  -  US$697b 
(Investment  Company  Institute,  second  guarter  2005) 

One  of  the  lowest  cost  business  locations  in  the  developed  world  (KPMG  2004) 


}iere  Competitive  Australia 


8  ADVERTISEMENT 

AUSTRALIAN 

ADVANTAGE  * 


THE  BIOTECH  ADVANTAGE 


Global  Therapies 
"We  think  of  ourselves  as  unique,"  says 
CSL  Limited's  Head  of  Investor  Relations 
Mark  Dehring.  Founded  in  1916  in 
Melbourne,  Australia's  Commonwealth 
Serum  Laboratories  (CSL)  was  established 
to  meet  the  demand  for  locally  produced 
bio-pharmaceuticals  in  a  country  isolated 
by  war.  Now,  CSL  is  taking  its  specialist 
products  to  an  ever-increasing  global 
market,  and  Dehring  may  well  have  a  point. 

With  major  facilities  in  Australia, 
Germany,  Switzerland,  the  U.S.  and  Japan, 
CSL  has  more  than  7,000  employees 
working  in  25  countries  and  is  a  significant 
supplier  of  plasma  products  around  the 
globe.  In  late  2006,  CSL  will  start  to 
receive  royalties  from  Gardasil,  the  Human 
Papilloma  Virus  (HPV)  vaccine  developed 
by  CSL  from  Professor  Ian  Frazer  and  his 
team's  research  at  the  University  of 
Queensland.  With  100%  efficacy  from  the 
trials  conducted  by  Merck  and  Co.  Ltd.  in 
the  U.S.,  Gardasil  will  prevent  young 
women  from  being  infected  by  HPV,  the 
disease  linked  to  the  cause  of  cervical  cancer. 

The  Australian  biotechnology  industry  has 
many  such  success  stories.  Skilled  personnel, 
world-class  research  and  development  and 
a  working  environment  that  encourages 
partnerships  between  science  and  business 
are  all  generating  exciting  new  ideas  with 
global  commercial  potential. 

Australia  has  grown  into  the  top-ranking 
Asia-Pacific  biotechnology  location  and  is 
placed  number  five  worldwide,  a  strength 
that  springs  from  the  country's  deep  roots 
in  scientific,  agricultural  and  medical  research. 
Australia  was  ranked  number  one  location 
to  conduct  pharmaceutical  clinical  trials  in 
a  2005  international  benchmarking  study 
by  the  Economist  Intelligence  Unit.  In  the 
pharmaceutical  value  chain  Australia  is 
ranked  second  overall  and  ahead  of  the 
U.K.,  U.S.,  India,  Germany  and  Japan. 
Excluding  products  being  tested  for 
overseas  companies,  Australian  biotech- 
nologists  had  325  therapeutic  products 
under  development  by  the  end  of  2004. 
Partnerships  between  Australian  biotech 
companies,  research  institutes  and  global 
pharmaceutical  companies  flourish.  Of  the 
1 90  alliances  announced  by  Australian 
biotechnology  and  other  life  sciences 
firms  in  2004,  more  than  70%  were  with 


Australia  has  grown  into  the  top-ranking 
Asia-Pacific  biotechnology  location. 

organizations  outside  the  country. 

Treatments  for  chronic  obstructive 
pulmonary  disease,  the  Kapanol-brand 
analgesic,  continuous-wear  contact  lenses, 
synthetic  Omega-3  fatty  acids  and 
Granulocyte  Colony  Stimulating  Factor  all 
have  their  roots  in  intellectual  property 
developed  jointly  between  Australian 
biotechnologists  and  international  companies. 

Another  research  center  attracting 
steady  interest  is  the  University  of  Western 
Sydney's  Centre  for  Complementary 
Medicine  Research  (CompleMED).  With 
a  mission  to  scientifically  evaluate 
complementary  medicines  through 
evidence-based  research,  CompleMED's 
clinical  trials  will  have  a  significant  impact 
on  this  increasingly  popular  form  of 
treatment.  CompleMED's  director, 
Professor  Alan  Bensoussan,  believes  the 
center's  research  will  create  potential  for 
the  creation  of  intellectual  property  and 
subsequent  patents,  quality  assurance  for 
the  industry  and  product-specific  research. 


NANO  LEADER 

Cap-XX,  an  Australian  nanotechnology 
company,  was  recently  named  a  "2005 
Technology  Pioneer"  by  the  World 
Economic  Forum.  Cap-XX  pioneered  the 
use  of  super  capacitor  technology  — 
high-power,  high-energy  storage  devices 
that  enable  manufacturers  to  make 
smaller,  thinner  and  longer-running 
products  such  as  mobile  phones,  PDAs, 
medical  devices,  AMRs  and  compact 
flash  cards.  There  are  more  than  50 
Australian  nano  technology  companies. 


THE  ICT  ADVANTAGE 


Following  the  Sun 

When  Karen  McFadzen  starts  her  shift  at  Cisa 
service  center  in  Chatswood,  Sydney  at  noon  j 
day,  she  knows  she  will  be  responsible  for  lool 
after  the  global  networking  equipment  and  ma 
ment  supplier's  worldwide  customer  base  for  t 
next  six  hours.  Part  of  Cisco's  "follow  the  sun" 
gy,  the  company's  Australian  Asia-Pacific  head 
ters  is  one  of  four  locations  around  the  world  li 
up  to  provide  24-hour  customer  service. 

As  vice  president,  technical  support  for  Cis 
Services  Asia-Pacific,  McFadzen  is  in  charge  a 
multicultural  Australian  team  of  highly  experiem 
engineers,  logistics  experts  and  project  manag 
Speaking  1 20  languages  between  them,  the  Au 
staff  makes  up  one  of  the  biggest  service  center) 
Asia-Pacific.  "It's  a  global  environment,"  says  Mcl 
"and  we  provide  an  extremely  high  level  of  skil| 
expertise  to  Cisco's  customers  around  the  wo 

However,  Australia  is  not  just  a  leading  cerl 
global  ICT  support  facilities.  The  workforce's  cj 
to  innovate  and  adapt  is  one  of  the  country's  ] 
strongest  qualities  and  has  made  the  Australia! 
market  for  ICT  a  sophisticated,  internationally 
recognized  place  to  invest. 

John  Harvey,  corporate  affairs  executive  fc 
Australia,  says  Australia  has  the  potential  to  bee 
world  player  in  the  provision  of  software  and  si 
"We  made  a  decision  about  eight  years  ago  tc 
concentrate  on  IT  services  and  software.  We'r 
competing  in  an  extremely  competitive  market! 
distance  from  the  rest  of  the  world  is  not  a  ba| 
Australia  is  a  good  environment  in  which  to  do  bui 

When  IBM  was  looking  for  a  location  for  its  It 
edge  Asia-Pacific  e-Business  Innovation  Cente 
Australia  was  the  obvious  choice.  The  AU$23 
center  in  Sydney,  which  opened  in  2002,  quid 
became  the  heart  of  the  company's  Asia-Pacil 
e-business  development  and  support  operatia 
With  another  key  service  center  established  in  Bi 
IBM  has  positioned  Australia  as  its  center  for  se 
countries  in  the  Asia-Pacific  region,  with  Brisb; 
specifically  targeting  the  Japanese  market.  "It's 
dynamic,  growing  market  in  Australia,"  says  H' 
"and  we  wouldn't  be  here  if  it  wasn't."  Growth 
IBM's  exported  services  from  around  AU$50  n 
the  late  1990s  to  AU$650  million  in  2005  is  tesi 
to  the  opportunity  for  growth  in  the  Australian  n 

The  substantial  investment  returns  for  fore 
investors  is  supported  by  Australia's  own  consi< 
investment  in  the  communications  infrastructu 
research  and  development  facilities  and  advar 
skills  and  training.  Known  for  being  an  early  da 
and  adopter  of  innovative  solutions,  Australia  f 
become  a  nation  of  sophisticated  ICT  users  vi 
eagerly  embrace  new  technology. 


Entrepreneurs  ■ 


FOR-PROFIT  EDUCATION 


Goriest  Show  on  Earth 

r.  Gunther  von  Hagens  is  making  a  killing  exhibiting 

the  most  shocking  of  curios:  cadavers  |  By  Lea  Goldman 


WAY  GHOUL 


i  Km  USEUM  GUARDS  AT  PHILADEL- 
&  mm  phia's  Franklin  Institute  keep  a 
UH  watchful  eye  on  crowds  at  the 
W  I  current  blockbuster  exhibit: 
dy  Worlds.  They're  not  worried  about 
:ky  fingers  as  much  as  queasy  stom- 
|is,  as  visitors,  paying  $24.75  a  pop,  take 
the  25  human  cadavers  with  the  skin 
;led  back,  revealing  organs,  arteries  and 
iscles,  all  perfectly  preserved  in  plastic. 


There  are  also  200  or  so  corroded 
organs,  transparent  body  slices 
and  a  dozen  fetuses  in  various 
stages  of  development,  including 
one  nestled  inside  its  deceased  mother's 
splayed  womb. 

The  exhibit's  ghoulish  impresario  is 
German  physician  and  anatomist  Gunther 
von  Hagens,  62,  who  invented  a  method  of 
preserving  tissue  in  plastic  that  trumps 


Von  Hagens  at 
his  Body  Worlds 
show  now  in 
Philadelphia. 


formaldehyde.  Scarce  research 
funds  plus  a  taste  for  the  spodight 
inspired  him  to  take  his  show  on 
the  road.  Body  Worlds  has  exhib- 
ited to  sellout  crowds  (18  million  people 
and  counting)  in  32  cities  around  the 
globe,  tying  up  traffic  on  Germany's  Auto- 
bahn for  days  during  the  1997  Mannheim 
showing  and  compelling  24-hour-a-day 
admissions  in  Chicago  in  early  2005.  He 
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People  like  Joan  are.  the  reason 
for  an  investment  firm  like  ours. 


RAYMOND  JAMES 


H  Entrepreneurs 

insists  his  goals  are  more  educational  tha 
entrepreneurial.  "Anatomy  has  become  tc 
much  of  an  elite  science,"  he  declares. 

But  not  too  esoteric  to  be  profitabl 
In  2004  Body  Worlds  netted  $2  millid 
on  $20  million  in  ticket  and  merchandij 
sales  (for  such  delicacies  as  body-par| 
key  chains  and  T  shirts).  The  procee<| 
must  be  split  with  museums,  and  that) 
just  the  start.  In  each  country  Vol 
Hagens  ponies  up  tax  that  averages  15< 
of  gross  revenue  .  After  that  he  pays  fd 
exhibition  costs,  including  site  rental 
transportation,  staffing,  even  additioni 
security.  What  remains — $40  millia 
since  1999 — he  plows  back  into  his  pri 
vate  research  center,  the  Institute  fd 
Plastination  in  Heidelberg,  as  well  I 
into  running  two  plastination  factorij 
in  Dalian,  China  and  Bishkek,  Kyrgy| 
stan,  where  preparing  a  single  corpj 
requires  1 ,500  hours  of  skilled  labor  atl 
cost  of  $50,000.  A  third  enterprise,  BiJ 
dur,  earned  $190,000  in  2004  on  sales 
$605,000,  by  selling  plastination  servic) 
and  equipment. 

Born  in  1945  in  what  was  then  Ge 
man-occupied  Poland,  Von  Hagens  and  W 
parents  stayed  one  step  ahead  of  the  Sovia 
and  lived  briefly  in  Berlin  before  settling 
Greiz,  a  small  East  German  town.  Whjj 
studying  medicine  at  the  University  of  Jen 
near  Leipzig,  Von  Hagens  decided  to  tul 
political:  After  Warsaw  Pact  troops  invadi 
Prague  in  1 968,  he  tried  slipping  into  W<j 
Germany  but  was  arrested  and  sentena 
to  2 1  months  in  prison.  The  West  Germa 
government  bought  his  freedom  fl 
$56,000  under  a  little-known  cash-fo 
inmates  program  that  sent  him  westwai 
where  he  completed  his  M.D.  at  the  Un 
versity  of  Liibeck. 

He  seemed  destined  for  an  academ 
life,  spending  18  years  lecturing  at  Heide 
berg's  Institute  of  Pathology  &  Anatom 
But  in  1977  Von  Hagens  invented  a  methc 
of  plastinating  kidney  tissue  and  eventual 
received  patents  in  Germany  and  the  U 
Over  the  next  six  years  he  perfected  tl 
replacement  of  bodily  fluids  and  solub 
fats,  using  acetone,  liquid  silicone  and  pol 
ester.  There  were  plenty  of  setbacks.  Extra 
the  acetone  too  quickly  and  tissue  cou 
shrink.  Freeze  it  too  slowly  and  ice  crystt 
might  form.  A  makeshift  vacuum  chamb 
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j    Retiring  early. 


Caring  for  two  4 
generations. 
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I  i    Saving  for 
{  \     twins'  college. 
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Enjoying 
investment  income.  <jjjjj 


You  and  your  financial  needs  are 
unique.  Raymond  James  financial 
advisors  understand  that.  In  addition 
to  one  of  the  most  comprehensive 
ranges  of  financial  services  anywhere, 
they  have  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you. 
That's  a  promise  from  one  of  the  first 
firms  to  focus  on  individual  financial 
planning.  And  it's  why  some  of  the  best 
advisors  have  chosen  to  work  with  us. 
There's  a  culture  of  independence  here. 
One  that's  focused  on  the  individual. 
One  that  works.  . 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors  " 

raymondjames.com 


tde  of  steel  plates  and  glass  sheets 
ploded.  Von  Hagens  nearly  lost  a  toe 
sr  a  coffin  fell  on  it. 

Fortunately,  he  kept  his  day  job. 
gotiations  with  Merck  for  rights  to  the 
xess  collapsed  after  Von  Hagens  asked 
$500,000.  Meantime  he  began  collect- 
;  cadavers  through  a  private  donor  pro- 
nn  and  began  to  publicize  his  tech- 
jues  in  academic  conferences 
sometimes  at  his  own  expense.  But  it 
sn't  until  1989  that  the  idea  of  charg- 
;  admission  to  his  small  but  growing 
lection  of  plastinated  body  parts  hit 
n.  He  picked  a  site  in  Cologne  next  to  a 
arch,  anticipating  publicity-inducing 
)tests;  the  show  was  a  hit  without  any 
-nonstrators.  The  Japanese  Anatomical 
:iety  invited  him  to  exhibit  in  Tokyo's 
tional  Science  Museum,  an  event  that 
;w  489,000  visitors,  many  of  whom 
tressed  an  interest  in  donating  their 
dies;  today's  exhibits  sport  posters 
/ertising  Von  Hagens'  donor  program, 
now  6,500  acolytes  have  signed  on  for 
stmortem  plastinations. 

I  ordered  all  human 
specimens  with  head 

_  iniuriesJbe  cremated," 

Von  Hagens  is  quite  the  self-promoter. 

good  teacher  is  a  good  showman,"  he 
s.  In  2001  he  donned  a  flesh-color  body- 
t  painted  to  look  like  a  plastinated 
laver  and  danced  on  a  float  in  Berlin's 
ave  Parade,"  a  celebration  of  techno 
isic.  A  year  later  he  earned  the  nickname 

Frankenstein  from  British  tabloids  after 
•forming  a  live  pay-per-view  autopsy  in 
ndon,  charging  $21  a  head. 

His  work  and  shows  have  raised  serious 
deal  concerns,  especially  in  Germany, 
ere  sensitivity  to  Nazi  horrors  is  still  per- 
ive.  Andreas  Nechama,  chairman  of  the 
dsh  Congregation  of  Berlin,  compared 
n  Hagens'  work  to  the  Nazi  atrocity  of 

ning  victims'  skin  into  lampshades, 
inich  officials  banned  him  from  their 
'  in  2003;  Von  Hagens  pulled  out  of  Ger- 

ny  altogether  in  2004.  Last  year  the 
ekly  Der  Spiegel  claimed  that  Von 
gens'  father,  89,  who  had  been  hired  to 


scout  a  site  for  a  Polish  plastination  factory, 
had  been  an  SS  sergeant  under  Hider  who 
sent  Poles  to  certain  death  in  concentration 
camps.  Several  months  later  Poland's  Insti- 
tute of  National  Memory,  charged  with 
tracking  down  and  prosecuting  war  crimi- 
nals, established  that  he  had  been  a  Nazi 
officer  but  declined  to  investigate  further. 
"There's  no  evidence  my  father  committed 
war  crimes,"  Von  Hagens  fumes. 

But  where  do  the  specimens  for  Body 
Worlds  come  from?  Von  Hagens  vehe- 
mently denies  persistent  claims  that  they 
were  Chinese  prisoners  executed  with  a 
gunshot  to  the  head;  that  rumor,  he  says, 
started  with  a  disgruntled  former  employee 
in  China  who  is  launching  his  own  com- 
peting exhibit.  Further,  Von  Hagens  insists 
all  specimens  come  from  consenting 
donors.  (An  investigation  by  Chinese 
authorities,  who  examined  consent  forms 
and  cadavers  slated  for  Body  Worlds, 
yielded  nothing.)  Von  Hagens'  Institute  for 
Plastination,  a  business  for  hire,  doesn't 
require  the  same  documentation.  Still,  a 
Russian  court  convicted  a  medical  exam- 
iner last  year  for  providing 
body      unclaimed  corpses  to  the 
institute.  That  event  con- 
tributed to  Von  Hagens'  deci- 
sion to  clean  house.  "In  order 
to  rule  out  even  the  slightest 
doubts  about  any  involve- 
ment in  the  use  of  executed  prisoners  and 
to  be  100%  certain  of  the  origin  of  bodies, 
I  ordered  that  all  human  body  specimens 
with  head  injuries  of  any  kind  be  sorted 
out  and  cremated,"  he  explains. 

A  last  set  of  enemies  is  tougher  to  dis- 
miss: the  growing  number  of  copycat 
entrepreneurs  who,  using  Von  Hagens' 
plastination  techniques,  have  set  up  rival 
exhibits — eight  of  them  at  last  count.  Last 
May  Von  Hagens  compelled  Taiwanese 
police  to  raid  a  similar  exhibit  in 
Taichung  dubbed  Body  Exploration.  He's 
also  taking  on  his  largest  competitor,  Pre- 
mier Exhibitions,  the  Atlanta  outfit  that 
toured  with  artifacts  from  the  salvaging 
of  the  Titanic.  In  February  2005  Von 
Hagens  filed  a  civil  suit  against  Premier, 
claiming  copyright  and  trademark 
infringement,  as  well  as  deceptive  prac- 
tices. Without  the  slightest  irony,  he  sniffs: 
"Business  has  no  morals."  F 


FORBES*  January  30,  2006  71 


Marketing 


BIRTH  OF  A  SALES  FORCE 


TritfKof  the  trade: 
Joe  Konrath  writes 
to  7,000  librarians.' 


Promote  It  Yourself 

With  book  sales  flat,  authors  find  creative  ways  to  pitch 
their  offerings  By  Kerry  A.  Dolan 


J .A.  (JOE)  KONRATH  HAD  NINE 
comic  thriller  novels  rejected  by 
publishers.  In  peddling  the 
tenth,  he  scored  a  low  six-figure 
advance  for  three  books  from 
publisher  Hyperion  in  2003.  But  with  U.S. 
publishing  houses  reluctant  to  promote 
any  but  the  most  promising  among  the 
180,000  tides  released  each  year,  Konrath 
feared  his  offerings  would  be  overlooked. 

•So  Konrath,  35,  is  now  a  tireless  pitch- 
man. He  signs  and  circulates  cocktail 
coasters  that  promote  the  first  two  novels, 
Whiskey  Sour  (published  in  2004)  and 
Bloody  Mary  (2005).  The  author  cozies  up 
to  bookstore  staffers,  thanking  those  who 
sell  more  than  20  copies  of  his  books  with 


a  mention  in  the  acknowledgements  sec- 
tion of  his  next  book.  Konrath  even 
named  a  major  character  in  Rusty  Nail, 
due  out  this  year,  after  the  manager  of 
Waldenbooks  in  Schaumburg,  111.,  who 
sold  400  copies  of  Konrath's  first  two 
offerings.  Now  the  author  is  sending  let- 
ters encouraging  7,000  librarians  to  buy 
his  books. 

Konrath  says  he  spends  90%  of  his 
time  and  about  $40,000,  nearly  half  his  an- 
nual income,  hawking  his  books.  So  far  it's 
working.  The  first  two  have  sold  70,000 
copies,  prompting  Hyperion  to  give  him 
another  six- figure  advance  for  three  more. 
"I  needed  to  take  control  of  my  own  busi- 
ness," he  says. 


With  U.S.  book  sales  flat  at  $24  bill: 
and  booksellers  vying  to  win  readers 
tracted  by  other  entertainment,  fiction  a 
nonfiction  writers  are  coming  up  with  • 
ative  schemes  for  promoting  themselv 

Tapping  special-interest  groups 
gin  up  sales.  To  plug  his  book  The  Purp 
Driven  Life,  Rick  D.  Warren,  the  pastor 
Saddleback  Church  in  southern  Calif< 
nia,  sent  e-mails  to  thousands  of  chui 
pastors  around  the  world  pitching  the ' 
Days  of  Purpose"  program,  whi 
included  a  sermon  and  discussion  gro 
notes.  He  also  offered  to  sell  the  $20  be 
for  $7.  The  initial  1,200  pastors  respor 
ing  bought  400,000  copies.  That  spre 
the  word  far  enough  for  the  2002  bo» 
published  by  the  Zondervan  unit 
HarperCollins,  to  sell  25  million  cop 
through  mostly  conventional  channels. 

Authors  are  learning  how  to  tarj 
their  sales  efforts  to  specific  audienc 
Tama  Kieves,  author  of  77;  is  Time  I  Dan 
Trusting  the  Journey  of  Creating  the  Wt 
You  Love,  published  by  Penguin's  Jerei 
P.  Tarcher  imprint,  peddles  her  2003  bo 
in  sessions  at  posh  spas.  Horst  Rech 
bacher,  founder  of  Aveda  cosmetics,  vi 
hustle  Alivelihood:  The  Art  of  Sustaina. 
Success,  due  this  spring,  in  speeches 
environmentalists  and  businessfolk. 

A  few  authors  are  finding  offbeat  plat 
in  which  to  pitch  their  books.  Paul  Orfali 
founder  of  Kinko's  and  author,  with  Aj 
Marsh,  of  Copy  This'.  Lessons  From  a  h 
peractive  Dyslexic  Who  Turned  a  Bright  la 
Into  One  of  America's  Best  Companies,  i 
cendy  gave  Starbucks  a  quote  from  his  20 
book  from  Workman  Publishing  to  pri 
on  the  coffee  chain's  cups. 

Some  scribes  may  be  trying  too  hai 
Yardena  Rand,  author  of  Wild  Op' 
Spaces:  Why  We  Love  Westerns,  takes  se 
eral  chaps-clad  cowboys  along  when  s, 
speaks  at  bookstores.  Rand  figures  tl 
cowpokes  have  helped  ratchet  up  sales 
her  books  to  30  per  reading  from  10.  Evi 
so,  she  has  sold  just  two-thirds  of  tl 
3,000  books  she  self-published.  Says  tl 
author:  "I  can't  compete  with  Warn 
and  Penguin  and  Knopf." 
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VYTORIN  treats  the 
2  sources  of  cholesterol. 


u  probably  know  that  cholesterol  comes  from  food.  But 
lat  you  might  not  know  is  that  your  cholesterol  has  a  lot 
do  with  your  family  history.  VYTORIN  treats  both  sources 
cholesterol. 

lealthy  diet  is  important,  but  when  it's  not  enough,  adding 
TOR  IN  can  help.  VYTORIN  helps  block  the  absorption  of 
Dlesterol  that  comes  from  food  and  reduces  the  cholesterol 
rt  your  body  makes  naturally. 

clinical  trials,  VYTORIN  lowered  bad  cholesterol 
)re  than  Lipitor  alone.  VYTORIN  is  a  tablet  containing 
o  medicines:  Zetia®  (ezetimibe)  and  Zocor  (simvastatin). 


Important  information:  VYTORIN  is  a  prescription  tablet 
and  isn't  right  for  everyone,  including  women  who  are  nursing 
or  pregnant  or  who  may  become  pregnant,  and  anyone  with 
liver  problems.  Unexplained  muscle  pain  or  weakness  could 
be  a  sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  VYTORIN  may  interact 
with  other  medicines  or  certain  foods,  increasing  your  risk 
of  getting  this  serious  side  effect.  So,  tell  your  doctor  about 
any  other  medications  you  are  taking. 

To  learn  more,  call  1-877-VYTORIN  or  visit  vytorin.com. 
Please  read  the  Patient  Product  Information  on  the 
adjacent  page. 

Continue  to  follow  a  healthy  diet,  and  ask  your  doctor  about 
adding  VYTORIN. 


MERCK /Schering-Plough  Pharmaceuticals 


id  out  if  you  qualify,  call  1-1 


-347-7503 
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Treat  the  2  sources  of  cholesterol. 


VYTORIN"  (ezetimibe/simvastatin) Tablets 

Patient  Information  about  VYTORIN  (Vl-tor-in) 

Generic  name:  ezetimibe/simvastatin  tablets 


Read  this  information  carefully  before 
you  start  taking  VYTORIN.  Review  this 
information  each  time  you  refill  your 
prescription  for  VYTORIN  as  there  may 
be  new  information. This  information 
does  not  take  the  place  of  talking  with 
your  doctor  about  your  medical 
condition  or  your  treatment.  If  you 
have  any  questions  about  VYTORIN, 
ask  your  doctor.  Only  your  doctor  can 
determine  if  VYTORIN  is  right  for  you. 

What  is  VYTORIN? 

VYTORIN  is  a  medicine  used  to  lower 
levels  of  total  cholesterol,  LDL  (bad) 
cholesterol,  and  fatty  substances  called 
triglycerides  in  the  blood.  In  addition, 
VYTORIN  raises  levels  of  HDL  (good) 
cholesterol.  It  is  used  for  patients  who 
cannot  control  their  cholesterol  levels 
by  diet  alone. You  should  stay  on  a 
cholesterol-lowering  diet  while  taking 
this  medicine. 

VYTORIN  works  to  reduce  your 
cholesterol  in  two  ways.  It  reduces  the 
cholesterol  absorbed  in  your  digestive 
tract,  as  well  as  the  cholesterol  your 
body  makes  by  itself.  VYTORIN  does 
not  help  you  lose  weight. 

Who  should  not  take  VYTORIN? 

Do  not  take  VYTORIN: 

•  If  you  are  allergic  to  ezetimibe  or 
simvastatin,  the  active  ingredients  in 
VYTORIN,  or  to  the  inactive  ingredients. 
For  a  list  of  inactive  ingredients,  see 
the  "Inactive  ingredients"  section  at 
the  end  of  this  information  sheet. 

•  If  you  have  active  liver  disease  or 
repeated  blood  tests  indicating 
possible  liver  problems. 

•  If  you  are  pregnant,  or  think  you  may 
be  pregnant,  or  planning  to  become 
pregnant  or  breast-feeding. 

VYTORIN  is  not  recommended  for  use 
in  children  under  10  years  of  age. 

What  should  I  tell  my  doctor  before 
and  while  taking  VYTORIN? 

Tell  your  doctor  right  away  if  you 
experience  unexplained  muscle  pain, 
tenderness,  or  weakness. This  is  because 
on  rare  occasions,  muscle  problems 
can  be  serious,  including  muscle  break- 
down resulting  in  kidney  damage. 

The  risk  of  muscle  breakdown  is 
greater  at  higher  doses  of  VYTORIN. 

The  risk  of  muscle  breakdown  is  greater 
in  patients  with  kidney  problems. 

Taking  VYTORIN  with  certain  substances 
can  increase  the  risk  of  muscle  problems. 
It  is  particularly  important  to  tell  your 
doctor  if  you  are  taking  any  of  the 
following: 


•  danazol 

•  antifungal  agents  (such  as 
itraconazole  or  ketoconazole) 

•  fibric  acid  derivatives  (such  as 
gemfibrozil,  bezafibrate,  orfenofibrate) 

•  the  antibiotics  erythromycin, 
clarithromycin,  and  telithromycin 

•  HIV  protease  inhibitors  (such  as  indinavir, 
nelfinavir,  ritonavir,  and  saquinavir) 

•  the  antidepressant  nefazodone 

•  amiodarone  (a  drug  used  to  treat  an 
irregular  heartbeat) 

•  verapamil  (a  drug  used  to  treat  high 
blood  pressure,  chest  pain  associated 
with  heart  disease,  or  other  heart 
conditions) 

•  large  doses  (>1  g/day)  of  niacin  or 
nicotinic  acid 

•  large  quantities  of  grapefruit  juice 
(>1  quart  daily) 

It  is  also  important  to  tell  your  doctor  if 
you  are  taking  coumarin  anticoagulants 
(drugs  that  prevent  blood  clots,  such  as 
warfarin). 

Tell  your  doctor  about  any  prescription 
and  nonprescription  medicines  you  are 
taking  or  plan  to  take,  including  natural 
or  herbal  remedies. 

Tell  your  doctor  about  all  your  medical 
conditions  including  allergies. 

Tell  your  doctor  if  you: 

•  drink  substantial  quantities  of  alcohol 
or  ever  had  liver  problems.  VYTORIN 
may  not  be  right  for  you. 

•  are  pregnant  or  plan  to  become 
pregnant.  Do  not  use  VYTORIN  if  you 
are  pregnant,  trying  to  become  pregnant 
or  suspect  that  you  are  pregnant.  If 
you  become  pregnant  while  taking 
VYTORIN,  stop  taking  it  and  contact 
your  doctor  immediately. 

•  are  breast-feeding.  Do  not  use 
VYTORIN  if  you  are  breast-feeding. 

Tell  other  doctors  prescribing  a  new 
medication  that  you  are  taking  VYTORIN. 

How  should  I  take  VYTORIN? 

•  Take  VYTORIN  once  a  day,  in  the 
evening,  with  or  without  food. 

•  Try  to  take  VYTORIN  as  prescribed. 
If  you  miss  a  dose,  do  not  take  an 
extra  dose.  Just  resume  your  usual 
schedule. 

•  Continue  to  follow  a  cholesterol- 
lowering  diet  while  taking  VYTORIN. 
Ask  your  doctor  if  you  need  diet 
information. 

•  Keep  taking  VYTORIN  unless  your 
doctor  teils  you  to  stop.  If  you  stop 
taking  VYTORIN,  your  cholesterol 
may  rise  again. 

What  should  I  do  in  case  of  an  overdose? 


What  are  the  possible  side  effects  of 
VYTORIN? 

See  your  doctor  regularly  to  check  yc 
cholesterol  level  and  to  check  for  sid< 
effects. Your  doctor  may  do  blood  tes 
to  check  your  liver  before  you  start 
taking  VYTORIN  and  during  treatmer 

In  clinical  studies  patients  reported  t 
following  common  side  effects  while 
taking  VYTORIN:  headache  and  musi 
pain  (see  What  should  I  tell  my  doctc 
before  and  while  taking  VYTORIN?). 

The  following  side  effects  have  been 
reported  in  general  use  with  either 
ezetimibe  or  simvastatin  tablets  (tabl 
that  contain  the  active  ingredients  ol 
VYTORIN): 

•  allergic  reactions  including  swellir 
of  the  face,  lips,  tongue,  and/or  thr 
that  may  cause  difficulty  in  breath 
or  swallowing  (which  may  require 
treatment  right  away),  rash,  hives; 
joint  pain;  alterations  in  some  laborat 
blood  tests;  liver  problems;  inflammal 
of  the  pancreas;  nausea;  gallstone 
inflammation  of  the  gallbladder. 

Tell  your  doctor  if  you  are  having  the 
or  any  other  medical  problems  while 
on  VYTORIN. This  is  not  a  complete  I 
of  side  effects.  For  a  complete  list,  as 
your  doctor  or  pharmacist. 

General  Information  about  VYTORIN 

Medicines  are  sometimes  prescribec 
for  conditions  that  are  not  mentione' 
in  patient  information  leaflets.  Do  nc 
use  VYTORIN  for  a  condition  for  whic 
was  not  prescribed.  Do  not  give  VYTOI 
to  other  people,  even  if  they  have  the  sa 
condition  you  have.  It  may  harm  the 

This  summarizes  the  most  importan 
information  about  VYTORIN.  If  you 
would  like  more  information,  talk  wi 
your  doctor.  You  can  ask  your  pharma 
or  doctor  for  information  about  VYTO 
that  is  written  for  health  professiona 
For  additional  information,  visit  the 
following  web  site:  vytorin.com. 

Inactive  ingredients: 

Butylated  hydroxyanisole  NF,  citric 
acid  monohydrate  USP,  croscarmelN 
sodium  NF,  hydroxypropyl  methyl- 
cellulose  USP,  lactose  monohydrate 
magnesium  stearate  NF,  microcrystall 
cellulose  NF,  and  propyl  gallate  NF. 
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•  cyclosporine 


Contact  your  doctor  immediately. 
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Breathless 

ictims  of  a  rare  and  deadly  lung  disease 
e  getting  hope  from  a  slew  of  new 
otech  drugs  ]  By  Matthew  Herper 


\T  37  YEARS  OLD,  SUSAN  DOD- 
son,  an  on-the-go  banker 
and  mother  of  two,  became 
so  out  of  breath  while  run- 
lg  up  the  stairs  of  her  new  house 
it  she  almost  threw  up.  Her 
ernist,  a  close  friend,  took  a  chest 
ray  and  found  her  lungs  and 
art  to  be  badly  damaged.  She 
unced  from  specialist  to  special- 
once  even  borrowing  a  client's 
vate  jet,  to  figure  out  what  was 
ong.  The  ultimate  diagnosis:  a 
■e  condition  called  pulmonary 
erial  hypertension.  Dodson  had 
5  than  two  years  to  live. 
That  was  six  years  ago.  Dodson 
>  not  only  survived  but  also  man- 
id  to  carry  on  a  normal  life  as  a 
e  president  at  Whitney  National 
nk  in  Destin,  Fla.,  thanks  to  a 
idful  of  small  biotech  companies 
it  decided  to  develop  drugs  for 
'  disease  even  as  big  pharmaceu- 
il  firms  dragged  their  feet.  Dod- 
i  says  the  treatments,  despite 
netimes  grueling  side  effects,  have 
:n  a  miracle  for  her,  though  she 
11  has  trouble  with  stairs  and 
snuous  exercise.  "It's  like  going  from  close  to  death,  facing 
irtality  and  coming  back  to  life,"  she  says. 
Pulmonary  arterial  hypertension,  or  PAH,  afflicts  a  mere 
),000  people  worldwide,  such  a  rarity  that  most  doctors  never 
:n  encounter  it.  The  disease  begins  insidiously,  with  a  gradual 
rease  in  blood  flow  through  the  artery  between  the  heart  and 
■  lungs.  As  the  heart  pumps  harder,  the  ensuing  pressure  dam- 
:s  the  artery,  causing  pressure  to  increase  even  more,  in  a 
ious  escalation  that  eventually  destroys  the  heart  and  lungs. 
In  Dodson's  case  the  problem  was  a  hole  in  the  heart  wall, 
t  diet  pills  and  genetic  factors  can  also  be  a  trigger.  Until  ten 


Susan  Dodson  was  given  two  years  to  live— six  years  ago 


years  ago  the  only  recourse  for  PAH  was  a  heart  or  lung  trans- 
plant, or  both,  an  option  not  available  to  the  sickest  patients. 

But  in  the  past  five  years  a  handful  of  approved  and  experi- 
mental drugs  have  revolutionized  the  treatment  of  PAH.  Cardi- 
ologist Robert  Bourge  of  the  University  of  Alabama  at  Birming- 
ham has  seen  his  patients  go  from  almost  always  requiring 
transplants,  with  many  dying  within  five  to  ten  years,  to  almost 
always  being  kept  healthy  with  drugs  alone.  "It's  a  remarkable 
change,"  he  says.  "It's  night  and  day." 

Many  of  these  drugs,  starting  with  GlaxoSmithkline's 
Flolan,  introduced  in  1995,  are  variants  of  prostacyclin,  a  nat- 
urally occurring  fat  molecule  that 
relaxes  the  blood  vessels  to  reduce 
pressure.  Pfizer's  Viagra  works  in  a 
similar  way  and  was  initially 
designed  as  a  PAH  drug,  but  what 
was  first  considered  a  side  effect 
became  its  main  use.  Viagra  was 
finally  approved  for  PAH  in  2005. 

The  most  impressive  advances 
have  come  from  tiny  firms.  In 
November  2001  Actelion  in 
Switzerland  introduced  Tracleer,  a 
pill  that  is  now  the  standard  of  care 
for  many  patients  and  brought  in 
$350  million  in  the  first  nine 
months  of  2005.  In  May  2002 
United  Therapeutics  launched 
Remodulin,  an  improved  form  of 
Flolan. 

Remodulin  saved  Dodson's 
life,  but  injections  of  it  caused  her 
"excruciating"  pain  until  she 
switched  to  a  new,  inhaled  drug 
called  Ventavis,  from  CoTherix  of 
South  San  Francisco.  She  carries 
Ventavis  in  her  purse  and  takes  it 
every  two  hours  or  so.  Pacific 
Growth  Equities  forecasts  Ventavis 
sales  could  triple  to  $66  million 
this  year.  CoTherix's  stock  price  has  nearly  doubled  since  its 
October  2004  initial  offering. 

Also  on  the  horizon  are  two  pills  that  could  potentially  dis- 
place Tracleer:  Thelin,  from  Encysive  Pharmaceuticals,  which  is 
awaiting  federal  approval,  and  ambrisentan,  from  Myogen. 
Myogen's  impressive  trial  results  have  helped  that  company's 
market  capitalization  more  than  triple  to  $1.25  billion  on  evi- 
dence that  the  drug  could  be  as  effective  as  and  safer  than  others. 
"This  is  a  serious  disease,  and  there's  no  magic  bullet,"  says  trial 
leader  Lewis  Rubin,  a  pulmonologist  at  UC,  San  Diego.  "But  this 
has  a  lot  of  check  marks  on  the  positive  side."  F 
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IBM's  radical  Cell  processor,  to  debut  in  Sony's 
PlayStation  3,  could  reshape  entertainment  and 
spark  the  next  high-tech  boom  By  Daniel  Lyons 


ATER  THIS  YEAR  MILLIONS  OF  HOMES 
will  get  a  new  supercomputer  for  the 

L living  room.  Or  maybe  the  play- 
room. Sony's  long-awaited  Play- 
Station 3  game  console,  a  slender  yet 
muscular  machine  the  size  of  a  DVD 
player,  performs  a  mind-boggling 
2  trillion  calculations  per  second. 
This  kind  of  power,  once  reserved 
for  seismic  exploration  and  nuclear- 
weapons  design,  will  let  program- 
mers create  videogames  that  look  as  realistic  as  film. 

Some  techies  say  PlayStation  3,  which  may  debut  by 
midyear  and  could  end  up  in  100  million  homes  in  five  years, 
will  usher  in  the  next  microchip  revolution.  The  Sony  system 
owes  its  prowess  to  a  microprocessor  called  Cell,  which  was 
cooked  up  by  chip  wizards  at  IBM  (with  help  from  Sony  and 
Toshiba)  at  a  cost  of  $400  million  over  five  years.  The  Cell  chip, 
based  on  a  design  inspired  by  supercomputers,  runs  at  least 
ten  times  as  fast  as  Intel's  most  powerful  Pentium.  More  impor- 
tant, Cell  boasts  a  staggering  fiftyfold  advantage  in  handling 
graphics-intensive  applications  that  will  define  the  next  gener- 
ation of  visual  entertainment — blindingly  fast  and  seductively 
immersive  games,  virtual-reality  romps,  wireless  downloads, 
real-time  video  chat,  interactive  TV  shows  with  multiple  end- 
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is  and  a  panoply  of  new  services  yet  to  be  dreamed  up. 

IBM  reckons  Cell,  potent  and  versatile,  can  do  a  lot  more  than 
it  play  games.  It  sees  a  role  for  it  in  mobile  phones,  handheld 
leo  players,  high-definition  televisions,  car  design  and  more.  Sci- 
tists  at  Stanford  University  are  building  a  Cell-based  supercom- 
ter.  Toshiba  plans  to  use  the  superchip  in  TV  sets,  which  one  day 
uld  let  fans  watch  a  football  game  from  multiple  camera  angles 
;y  control.  Raytheon  is  set  to  use  Cell  in  missile  systems,  artillery 
"lis  and  radar.  Other  companies  envision  new  high-definition 
;dical  imaging.  "Cell  is  the  next  step  in  the  evolution  of  the  mi- 
)processor.  It's  a  peek  into  the  future,"  says  Craig  Lund,  chief 


The  PlayStation  3  is  so 
nimble  at  rendering 
graphics  in  a  videogame 
that  shadows  move  across 
Spider-Man  villain  Doctor 
Octopus'  face  as  the  angle 
of  the  light  source  changes. 


technology  officer  at  Mercury  Computer  Systems,  which  makes 
medical  and  military  systems  and  is  taking  orders  for  Cell  servers. 

IBM  is  already  at  work  on  beefier  versions  of  Cell,  and  it  has 
launched  an  allout  campaign  to  woo  a  new  generation  of  code- 
crunchers  and  game  boys  to  write  software  for  its  futuristic  chip. 
In  an  extraordinary  move  IBM  disclosed  hundreds  of  Cell's  de- 
sign secrets  on  the  Internet,  releasing  a  developer's  guide  that 
10,000  programmers  have  since  downloaded.  IBM,  with  annual 
sales  of  $94  billion,  says  Cell  could  power  hundreds  of  new  apps, 
create  a  new  video-processing  industry  and  fuel  a  multibillion- 
dollar  buildout  of  tech  hardware  over  ten  years. 

"We  think  this  is  going  to  spawn  the  next  generation  of 
growth  in  the  industry,"  says  James  Kahle,  45,  the  renowned  chip 
designer  and  IBM  Fellow  who  oversaw  the  creation  of  Cell.  "This 
chip  will  give  you  performance  that  is  not  achievable  with  any 
other  architecture."  Adds  H.  Peter  Hofstee,  an  IBM  scientist  and 
the  chief  architect  of  a  key  part  of  the  Cell  chip:  "We're  talking 
about  everything  from  making  TVs  to  shooting  things  up  into 
space  to  building  huge  supercomputers."  He  and  Kahle  spend 
much  of  their  time  on  the  road,  running  mind-blowing  demos 
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and  proselytizing  prospective  li- 
censees and  geek  groupies. 

But  IBM  will  have  to  clear  some 
high  hurdles  to  deliver  on  Cell's 
prodigious  promise.  Myriad  com- 
petitors, including  hotshot  Silicon 
Valley  startups  ClearSpeed  and 
Stream  Processors,  are  in  pursuit  of 
next-gen  chips.  High  tech  is  littered 
with  the  remains  of  chips  that 
boasted  remarkable  abilities  in  the 
lab  but  failed  in  the  marketplace, 
starved  by  reluctant  programmers 
and  recalcitrant  customers  and 
strangled  by  their  own  makers'  mis- 
cues.  A  quarter  of  a  century  ago 
Gene  Amdahl,  the  famed  architect 
of  the  IBM  360  computer  family,  had 
an  ambitious  scheme  to  pack  su- 
percomputer power  onto  a  chip  but 
was  too  far  ahead  of  his  time,  and 
his  Trilogy  Ltd.  went  down  in 
flames.  In  the  early  1980s  the  chip 
in  the  Amiga  home  computer  far 
outraced  those  in  the  Intel  line,  but 
Intel  conquered  the  market  anyway. 
In  the  early  1990s  Digital  Equip- 
ment Corp.  made  the  first  64-bit 
processor.  It  was  an  engineering 
tour  de  force  and  a  commercial  flop. 

If  anything  stops  Cell's  com- 
mercial success,  it  is  likely  to  be  the 
chip's  very  power.  It  is,  to  put  it  po- 
litely, a  challenging  platform  for 
software  creators.  "The  program- 
ming model  is  a  nightmare,"  says 
Marc  Tremblay  of  Sun,  chief  archi- 
tect of  a  rival  chip  called  Niagara, 
which  uses  a  more  traditional  ap- 
proach. He  argues  Cell's  balky  de- 
sign will  snag  widespread  adoption 
beyond  gaming. 

Even  the  hard-sell  salesmen  at 
IBM  are  quick  to  say  Cell  poses  no 
threat  to  Intel,  the  world's  leading 
chipmaker.  Intel's  processors  do  a 
great  job  on  the  basic  business 
applications  for  desktops,  laptops 
and  servers.  In  this  mature  and 

mundane  market  Cell,  specially  geared  to  spin  out  intricate 
images  at  very  high  speeds,  offers  no  real  advantage.  But  the  Intel 
architecture,  25  years  old  and  constrained  by  having  to  be  com- 
patible with  predecessor  chips,  is  ill  suited  to  next-gen  imaging. 
Thus  the  world  must  move  up  to  Cell,  IBM  argues.  "We  are  going 
into  a  new  era,"  Kahle  declares.  "The  world  is  changing." 


The  weapon- 
wielding  hottie 
(above  right)  stars 
in  a  still-under- 
wraps  PS3  game 
from  Secret  Level. 
"Visually,  this  is  a 
huge  leap,"  says  its 
chief,  Jeremy 
Gordon  (above). 
Pandemic  Studios 
is  moving  some  of 
its  hits  to  the  PS3, 
says  its  chief, 
Andrew  Goldman, 
at  right  immersed 
in  Destroy  All 
Humans! 
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An  IBM  demo  shows  the  contrast.  A  terrain  rendering  program 
i  you  fly  over  Mount  Rainier  at  1 ,300mph.  Cell  crunches  through 
llions  of  lines  of  topographical  and  photographic  data  per  sec- 
id  to  paint  topographically  accurate,  photo-quality  pictures  at  a 
>vie-quality  30  frames  per  second.  On  a  similar  program  a  Pen- 
m  takes  more  than  two  minutes  to  sketch  a  single  frame. 

Hgt  ELL'S  GENESIS  FIVE  YEARS  AGO  BEGAN  WITH  AN  AUDA- 

B  cious  challenge.  Sony's  new  PlayStation  2  had  just  de- 
buted, and  Sony  videogame  chief  Ken  Kutaragi  was  al- 
■  ready  looking  ahead  to  the  next  version.  He  told  IBM  he 
wanted  a  thousandfold  increase  in  power.  IBMers  took 
the  dare,  one  so  bold  that  it  challenged  them  to  think  beyond 
'rent  chip  designs.  "We  knew  we  could  never  make  the  existing 
ff  go  a  thousand  times  faster,"  says  Hofstee. 
In  early  2000  Sony,  Toshiba  and  IBM  set  up  the  STI  Design 
nter,  housing  it  at  an  IBM  site  in  Austin,  Tex  James  Kahle  was  put 
charge.  Armed  with  only  a  bachelor's  degree  from  Rice  Uni- 
■sity,  Kahle,  born  in  Venezuela  and  raised  in  New  York,  had 
ned  IBM  out  of  school  in  1983  to  write  software  for  designing 
(t-generation  chips.  His  low-key,  nice-guy  style  masks  his  in- 


tensity as  a  chip  designer — his  work  shows  up  in  the  Apple  G3,  G4 
and  G5  computers,  the  Nintendo  GameCube  and  IBM's  biggest 
Unix  servers;  he  calls  some  chips  "my  grandchildren." 

The  project  employed  450  engineers,  mostly  from  IBM.  They 
worked  a  lot,  socialized  a  little  (group  dinners,  a  few  ski  trips)  and 
struggled  with  the  barriers  of  technology  and  physics — and  of 
language  and  culture.  Weekly  English  classes  were  held  for  Japan- 
ese staffers.  In  brainstorming  sessions  some  Sony  and  Toshiba  en- 
gineers had  a  penchant  for  diplomacy  and  mulling  every  option; 
they  found  it  jarring  when  their  IBM  counterparts  relied  on  in- 
stinct and  blunt,  bare-knuckled  debate. 

Cell's  creators  needed  to  strike  a  balance  between  raw  power 
and  the  versatility  to  do  more  than  just  play  games.  Special  graph- 
ics chips  are  superspeedy,  but  for  only  one  task.  General-purpose 
chips  like  those  made  by  Intel  devote  a  lot  of  muscle  to  the  ability 
to  handle  a  wide  variety  of  jobs,  but  they  aren't  superfast  at  any  one 
of  them.  For  two  decades  Intel  boosted  performance  by  cram- 
ming more  transistors  onto  a  chip,  but  now  chips  draw  so  much 
power  and  generate  so  much  heat  that  they  can't  be  cranked  up 
much  more.  Intel  and  others  boost  performance  by  lashing  to- 
gether two  or  more  thinking  elements  on  a  single  chip.  Intel  makes 
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dual-core  chips.  Sun's  Niagara  boasts  eight  cores.  For  Microsoft's 
Xbox  360,  IBM  linked  three  Power  cores.  But  even  these  multicore 
chips  will  not  be  powerful  enough  to  drive  the  next  wave,  KahJe  ar- 
gues. Cell  needed  an  entirely  new  design. 

Cell  uses  a  single,  central  processing  core  that  routes  work  to 
eight  tiny  (but  powerful)  offspring  called  synergistic  processing  en- 
gines, or  SPEs.  A  year  into  development  the  engineers  had  a  design 
ready  but  then  felt  compelled  to  revise  it  because  it  would  be  too  dif- 
ficult for  developers  outside  the  game  business.  "Game  developers 
don't  mind  working  with  a  difficult  chip,  but  we  wanted  to  reach  a 
wider  audience,"  says  Michael  Day,  an  IBM  software  engineer. 

Months  later  they  devised  a  new  approach  that  drives  Cell 
today.  But  more  hurdles  arose.  Engineers  grappled  with  a  highly 
complex  memory-management  system  that 
controls  how  bits  of  data  are  fed  in  and  out  of 
the  SPEs.  For  16  weeks  Kahle's  staff  would 
meet  every  morning  at  9  a.m.  to  hash  out  the 
problem.  "We  came  up  with  one  design  after 
another  and  kept  throwing  them  out  and  coming  up  with  new 
designs.  We  sat  there  for  three  or  four  hours  a  day.  Sometimes  we 
never  got  out,"  Hofstee  says. 

By  April  2004  the  first  working  chip  came  off  the  line  at  IBM's 
silicon  factory  in  East  Fishkill,  N.Y.  The  new  Cell  didn't  deliver 
the  1.000X  gain  that  Sony  wanted— but  it  did  deliver  50X.  Cell 
cranks  out  200  billion  floating-point  operations  per  second  (200 
gigaflops).  That  is  akin  to  a  full-fledged  supercomputer  in  the  late 
1990s.  Add  an  Nvidia-designed  graphics  chip  and  PlayStation  3 
runs  2  trillion  ions  per  second. 

By  early  last  year  Sony  was  sending  out  Cell  prototypes  and 


Chipsters:  IBM's  Peter  Hofstee 
and  Jim  Kahle  led  the  450- 
member  Cell  development  team. 


software  tools  to  get  developers  started  on  writing  new  garni 
for  PlayStation  3.  "We're  seeing  stuff  that  goes  dramatically  bi 
yond  what  we  can  do  with  the  current  generation  [of  games] 
says  Andrew  Goldman,  chief  executive  of  Pandemic  Studios,, 
Los  Angeles  outfit  that  wrote  a  series  of  popular  Star  Wars  garni 
for  PlayStation  2.  "And  what  you  will  see  over  time  is  going  to  1 
even  more  amazing."  He  says  it  will  take  years  to  fully  explc 
Cell's  capabilities. 

Last  year  IBM  began  its  own  evangelizing.  Instead  of  revealii 
design  details  to  only  a  small  number  of  potential  partners  swoi 
to  secrecy,  IBM  trumpeted  Cell's  secrets  on  the  Internet,  releasii 
700  pages  of  documents  describing  the  new  architecture  and 
1,100-page  development  kit,  free  for  Internet  download.  "We' 
opened  up  the  architecture  and  provided ; 
the  details,"  Kahle  says.  "We  want  to  see  tr 
architecture  proliferate  in  the  marketplace 
The  wooing  is  necessary,  for  Cell's  "asyr 
metric"  design  (its  eight  co-processors  hav« 
different  architecture  than  the  main  core),  though  key  to  the  chi{ 
superior  performance,  is  also  what  makes  writing  software  for  it 
difficult.  In  the  mainstream  chip  world  designers  use  an  array 
tool  kits  and  high-level  programming  languages  (such  as  C++) 
easily  convert  instructions  into  a  form  the  chip  can  compreher 
Such  tools  exist  for  Cell,  but  the  chip's  design  is  so  complex  and 
utterly  different  from  anything  before  it  that  code-crunchers  < 
some  of  the  work  "down  on  the  metal,"  cranking  out  basic  ; 
sembly  code,  which  can  take  five  times  as  long. 

The  good  news:  Some  designers  say  creating  games  for  Cell 
far  less  complicated  than  writing  for  PlayStation  2.  "Anyone  w 
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Discover  the  advantages 
of  a  T.  Rowe  Price 
Retirement  Fund. 

The  Retirement  Funds  invest  in  a  well-diversified  group 
of  up  to  11  T.  Rowe  Price  funds.  The  asset  mix  is  shifted 
over  time,  becoming  more  conservative  to  help  ensure  it's 
appropriate  for  each  stage  of  retirement  investing. 

The  Retirement  Funds  are  continually  adjusted  to  take 
advantage  of  our  proprietary  analysis  of  the  economy, 
interest  rates,  and  financial  markets. 

The  Retirement  Funds  are  the  only  target  date  funds  that  continue  to  shift  investment  allocations  for  30  years  after  the 
target  retirement  date.  This  allows  you  to  have  a  higher  portion  of  your  assets  invested  in  equities  during  the  early  years 
of  retirement,  giving  you  more  growth  potential  and  some  added  protection  against  inflation. 

The  Retirement  Funds  are  100%  no  load,  with  expense  ratios  45%  below  their  category  averages.**  Because  the  funds 
invest  in  many  underlying  funds,  they  will  have  partial  exposure  to  the  risks  of  different  areas  of  the  market. 

For  more  information  on  the  advantages  of  aT.  Rowe  Price  Retirement  Fund,  call  our  Investment  Guidance  Specialists 
today.  They  can  answer  any  questions  and  even  open  your  account  right  over  the  phone. 


Just  choose  the  fund  closest  to  your  planned 
retirement  date:* 

•  Retirement  2005  Fund  •  Retirement  2030  Fund 

•  Retirement  2010  Fund  •  Retirement  2035  Fund 

•  Retirement  2015  Fund  •  Retirement  2040  Fund 

•  Retirement  2020  Fund  •  Retirement  2045  Fund 

•  Retirement  2025  Fund 


troweprice.com/start   1.8  00. 541. 531  2 


T.Rowefirice 


INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information 
that  you  should  read  and  consider  carefully  before  investing. 

'Please  note  thai  the  Retirement  Funds  should  not  be  considered  a  complete  retirement  solution.  When  planning  for  retirement,  you  should  also  think  about  lactors  such  as  needed  emergency 
cash  reserves,  the  amount  of  eguity  in  your  home,  and  your  life  and  health  insurance  options.  Before  investing  in  one  of  these  funds,  be  sure  to  weigh  several  factors,  such  as  your  objectives, 
time  horizon,  and  risk  tolerance,  as  well  as  your  retirement  needs  and  other  sources  of  income.  'Based  on  the  fiscal  year-end  data  available  as  of  9/30/05,  the  Retirement  Funds'  total  expense 
ratios  versus  their  tipper  category  averages  for  individual  investor  funds  are  0.63%,  0.67%,  0,71%,  0.74%,  0.76%,  0.79%,  0.79%,  0.79%,  and  0.79%  lor  the  Retirement  2005, 2010, 2015, 
2020, 2025, 2030, 2035, 2040,  and  2045  Funds,  respectively,  versus  1.46%  for  the  flexible  portfolio  lunds  category,  and  0.56%  lor  the  Retirement  Income  Fund  versus  1.14%  for  the  income 
funds  category,  (Source  for  data:  Lipper  Inc.)  I,  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MRET072963 
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worked  on  the  PlayStation  2  is  jumping  for  joy,"  says 
Jeremy  Gordon,  chief  executive  of  Secret  Level,  a 
gamemaker  in  San  Francisco  that  is  remaking  a  classic 
1980s  Sega  videogame  for  the  new  Sony  box. 

Selling  Cell,  Hofstee  last  year  gave  eight  speeches  at 
technical  conferences.  He  and  Kahle  have  visited  more 
than  50  companies,  enduring  abundant  skepticism 
from  jaded  industry  veterans — until  they  ran  their 
speedy  Cell  demos.  "It's  just  amazing  to  go  meet  with 
people  who  have  been  in  the  industry  for  25  years  and 
just  see  their  jaws  drop,"  Kahle  says.  When  a  famous 
chip  designer,  a  veteran  of  Motorola  and  Apple,  vis- 
ited Austin  for  a  demo  in  2004,  Kahle  showed  him  im- 
ages from  the  Mount  Rainier  flyover,  eliciting  stunned 
silence.  "He  just  got  really  quiet,"  as  he  realized  "what 
this  is  going  to  do  to  the  industry,"  Kahle  says. 

Toshiba  demos  a  Cell-based  "Magic  Mirror"  that 
turns  an  LCD  screen  into  a  virtual  mirror  by  combin- 
ing feeds  from  several  cameras.  Look  left,  look  right 
and  your  "reflection"  mimics  you  on  screen,  thanks  to 
that  tiny  Cell  chip  zipping  away.  In  the  next  genera- 
tion of  TV  sets  Toshiba  hopes  to  lay  the  foundation  for 
interactive  viewing.  One  day  you  might  watch  a  foot- 
ball game  from  the  quarterback's  perspective  and  shift 
to  a  seat  up  high  on  the  50-yard  line,  then  zoom  up  to  watch  from 
the  blimp  overhead,  backflips  that  videogame  players  take  in  stride. 

Masakazu  Suzuoki,  Sony's  lead  designer  on  Cell,  says  Sony 
aims  to  use  this  power  to  create  movies  that  are  interactive  and 
changeable,  with  multiple  story  lines, 
so  people  will  watch  the  same  flick 
more  than  once.  Another  idea  Sony 
is  kicking  around:  placing  ads  in  the 
background  of  movies  and  TV  shows 
and  customizing  them  to  suit  the 
viewer,  with  Cell  processors  keeping 
track  of  who  sees  what. 

Breakthrough  chips  easily  inspire 
such  big  ideas,  but  Cell  enjoys  a  run- 
ning start  that  previous  chips 
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Sources:  Microprocessor  Report;  IBM. 


didn't  have.  It  is  likely  to  end  up 
in  millions  upon  millions  of 
homes  around  the  world  as  the 
PlayStation  3  rolls  out.  Once 
these  Cells  throb  away  in  game  consoles,  TV  sets 
and  set-top  boxes,  they  can  be  fed  digital  fare  by 
new  networks  of  Cell-based  servers.  "As  the  clients 
become  very  powerful,  then  the  servers  will  have 
to  become  very  powerful,  too,"  Kahle  says. 

■  The  PlayStation  hook  inspires  confidence  at 
Raytheon,  the  Waltham,  Mass.  defense  contrac- 
tor, which  has  studied  Cell  for  15  months  and 
plans  to  use  it  in  scores  of  next-generation  sys- 
tems. "Sonar,  infrared  sensors — there  are  hun- 
dreds of  products  that  Raytheon  designs  that 
could  use  this  type  of  technology,''  says  Peier  Pao, 

82     FORBES-  I.i;u;ary30,  2006 


Cell  lets  oil  engineers  examine  virtual  wells  (above)  and 
can  generate  a  3-D  CT  scan  of  a  spine  in  seconds. 


chief  technology  officer.  "Current  chips  are  going  to  run  out 
steam.  We  always  look  to  the  future." 

At  Mercury  Computer  Systems  in  Chelmsford,  Mass.  en| 
neers  are  working  on  a  Cell  system  called  Turismo,  which  is  d 
later  this  year  and  will  pack  up  to  128  Cell  chips  intq 
6-foot-high  rack,  producing  up  to  25  trillion  calculatio 
per  second.  Mercury,  which  sells  modules  for  medio 
gear  made  by  General  Electric,  Philips  and  Siemens,  sa 
Turismo  could  make  a  CT  scanner  so  fast  that  it  will 
able  to  paint  a  3-D  image  in  four  seconds  versus  five  mi 
utes  on  an  Intel  Pentium.  Mercury  is  even  pushing  Celll 
firms  that  create  computer-generated  special  effects 
movies.  "This  chip  is  opening  doors  for  us,"  says  loel  Ra 
ford,  a  Mercury  vice  president. 

Back  in  Austin  Kahle  talks  abo 
"immersive  interaction,"  3-D  virtu 
worlds  modeled  with  such  det. 
that  you.  can  see,  from  your  scree 
exactly  what  it  looks  like  wh 
you're  standing  on  the  corner 
Fifth  Avenue  and  23rd  Street 
Manhattan.  "This  is  going  to  op 
a  whole  new  realm  of  how  peoj 
interact  with  computers  and  ea 
other,  where  we'll  mix  reality  wi 
virtual  reality,"  he  says.  For  1 
entire  career  Kahle  has  been  driv 
to  create  a  chip  that  could  chart 
the  world;  now,  he  says,  it  h 
arrived.  "This  project  is  the  culn 
nation  of  that  desire." 


As  a  pre-med  student  studying  at  one  of  America's  Historically  Black  Colleges  and  Universities 
(HRCU),  Shannon  is  poised  to  make  great  contributions  to  medicine.  A  commitment  to 
developing  future  leaders  is  why  Honda  sponsors  HBCU  programs  such  as  the  Honda  Campus 
All-Star  Challenge  and  Honda  Battle  of  the  Bands.  Because  of  the  important  work  done  by 
these  great  educational  institutions,  young  people  like  Shannon  will  one  day  literally  save  lives. 


The  Power  of  Dreams 


For  information  aboul  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central  com  or  honda  com  6  2005  American  Honda  Motor  Co  .  Inc 


FUND  SURVEY   LEGG  MASON 


The 


Empire 

Builder 

Legg  Mason  swapped  its  brokers  for  Citigroup's  Smith 
Barney  fund  assets,  putting  Legg  into  the  big  leagues. 
But  some  of  these  Citi  funds  are  pretty  lousy  and  need 
to  be  fixed. 


BY  MICHAEL  MAIELLO 


RAYMOND  A.  (CHIP)  MASON  IS 
an  expansion-minded  guy.  In 
1970  he  look  the  small  Virginia 
brokerage  he'd  founded  and 
merged  it  with  a  venerable 
Baltimore  firm  called  Legg  &  Co.  Since 
then  Legg  Mason  has  gobbled  up  many  a 
money  manager,  including  value- 
oriented  Royce  Funds  and  wealth  minder 
Private  Capital  Management. 

Then  in  December  came  Chip 
Mason's  master  gambit.  He  swapped 
Legg  Mason's  so-so  broker  operation  for 
the  so-so  Smith  Barney  funds  and  the  rest 
of  Citigroup  Asset  Management.  What's 
great  about  that? 

The  swap  sounds  much  like  exchang- 
ing basketball's  Toronto  Raptors  for  base- 
ball's Tampa  Bay  Devil  Rays.  Half  of  the 
32  Smith  Barney  equity  funds  (which 
have  5%  sales  loads)  have  trailed  the  S&P 
500  over  five  years.  Of  Legg  Mason's  1 1 
equity  funds,  all  lead  the  S&P  handily  over 
that  period,  and  all  are  no-load.  In  the 


past  five  years  the  Legg  funds  are  up  an 
average  8.9%  a  year  versus  the  Smith  Bar- 
ney group's  0.6%. 

The  challenge  for  Mason,  69,  is  to 
bring  the  Smith  Barney  laggards  up  to 
grade  (see  table,  p.  89),  and  that  won't  be 
easy.  Still,  his  early  moves  indicate  that  he 
has  a  fighting  chance.  Since  he  started  in 
the  investment  game  47  years  ago,  Mason 
has  made  consistently  smart  moves  in 
acquiring  stocks — and  talent. 

The  Citi  deal  (value:  $3.7  billion) 
makes  Legg  Mason  into  a  mutual  fund 
powerhouse,  vaulting  it  from  28th  place 
in  fund  assets  to  6th,  with  $219  billion. 
According  to  mutual  fund  research  outfit 
Strategic  Insight,  that  puts  it  ahead  of  Bal- 
timore rival  T.  Rowe  Price.  (Fidelity 
Investments,  at  $942  billion,  is  first.)  In 
addition  to  funds,  Legg  runs  money  for 
institutions  and  individual  rich  folks;  it 
also  owns  fixed-income  outfit  Western 
Asset  Management.  All  told,  Legg  has 
$830  billion  under  its  wing. 


The  Citi  swap  is  the  culmination  o 
Chip  Mason's  long-term  strategy  to  shii 
from  brokerage  to  asset  management.  Il 
1 985,  70%  of  Legg's  revenue  came  fron 
brokers.  This  transition  is  a  smart  strati 
egy.  Brokers'  fortunes  rise  and  fall  witl 
the  Dow,  but  asset  managers  can  counj 
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Chip  Mason  gives  managers  of 
his  newly  acquired  funds  lots 
of  leeway.  What  will  he  do  with 
the  Smith  Barney  bunch? 


i  steady  stream  of  fee  income.  With  a 
s  institutional  clientele,  which  doesn't 
<.  its  accounts  after  one  bad  quarter, 
I  has  a  particularly  stable  base. 
Mother  good  thing  about  the  deal 
lat  Legg,  for  at  least  the  next  three 
s,  retains  the  use  of  its  1 ,500  former 


brokers — and  also  gets  help  from  Citi's 
12,500-person  sales  force — to  peddle 
Chip  Mason's  panoply  of  funds.  While 
the  brokers  will  make  more  by  imme- 
diately pushing  the  old  Smith  Barney 
load  funds,  they  probably  won't  slight 
the  load-free  Legg  stock  funds,  because 


selling  them  pays  the  brokers  a  constant 
1%  yearly  for  as  long  as  the  assets 
remain.  Regardless,  the  added  man- 
power is  sure  to  garner  more  customers 
overall  for  Legg. 

In  addition  to  all  that,  the  Citi  deal 
gives  Legg  a  second  superstar  fund  man- 
ager: Richard  A.  Freeman,  whose  Smith 
Barney  Aggressive  Growth  Fund  has 
delivered  an  enviable  14.4%  annual 
return  (to  the  market's  12.5%)  since  he 
took  over  in  1983.  Legg  Mason's  reign- 
ing fund  panjandrum,  William  H.  Miller 
III,  has  the  distinction  of  beating  the 
S&P  every  year  since  he  became  sole 
manager  of  Legg  Mason  Value  Trust  in 
1990  (see  box,  p.  86). 

Although  Wall  Street  is  seldom  a  fan 
of  mergers,  the  Citi  deal  won  great 
acclaim  for  Legg,  which  has  been  publicly 
traded  since  1983.  Since  the  transaction's 
announcement  in  June,  Legg  shares  have 
soared  44%;  musclebound  Citi's  stock 
dipped  8%  before  nudging  north  again. 
Beyond  that,  Legg,  with  consistent  dou- 
ble-digit earnings  growth  and  a  strong 
return  on  capital  (12.2%  average  over  five 
years,  second  highest  among  peers),  has 
seen  its  stock  price  expand  3.6  times  over 
the  past  five  years. 

One  reason  for  The  Street's  approval: 
Money  manager  mergers  are  hard  to 
screw  up,  unlike  unions  in  tech  (Hewlett- 
Packard  and  Compaq)  or  media  (AOL 
and  Time  Warner)  or  more  diverse  finan- 
cial services  (American  Express  and 
Shearson).  No  one  even  talks  about  need- 
ing synergy  among  the  various  pieces  of 
the  merged  investment  firm.  The  formula 
for  making  a  money  manager  merger 
work,  says  Roy  Weitz  of  mutual  fund 
watchdog  FundAlarm,  is  simple:  "You 
buy  a  fund  company  with  some  recog- 
nized talent,  and  you  keep  that  talent." 

The  Pennsylvania-born  Chip  Mason 
got  into  the  investment  business  follow- 
ing his  graduation  from  the  College  of 
William  &  Mary,  which  recently  named 
its  business  school  after  him.  After  work  - 
ing for  his  uncle's  brokerage  for  a  while, 
he  struck  out  on  his  own  at  25  and  set  up 
Mason  &  Co.  in  Newport  News,  Va. 

In  a  go-go  era  he  tended  to  favor 
value  stocks,  possibly  inspired  by  a  college 
class  he  took  that  was  heavy  on  Benjamin 
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Graham.  By  1970  he'd  expanded  to  six  offices  with  60  brokers 
and  decided  to  link  up  with  Lcgg  &  Co.  From  the  gei-go  Legg 
Mason  focused  on  retail  investing  and  did  little  investment 
hanking.  Mason  disdained  then  popular  leverage  and  worked  to 
minimize  Legg's  risk  exposure.  "You  tend  to  hit  the  waves  at  the 
wrong  time,"  he  said  then  of  risk-loving  rivals. 

Today  the  affable  and  low-key  Mason  sits  in  his  office  by  Bal- 
timore's Inner  Harbor  and  figures  out  how  to  make  his  new 
empire  work.  His  style  is  to  give  subordinates  a  lot  of  leeway. 
Acquired  operations  typically  get  to  run  their  shops  pretty  much 
as  they  did  in  the  past.  This  means  acquisitions  keep  their  old 
names,  which  usually  carry  a  good  bit  of  brand  value.  No  one  is 
required  to  move  to  Baltimore.  Hence  Charles  Royce  can  keep 
his  storied  value  group  (acquired  in  2001)  in  Manhattan;  bond 
house  Western  Asset  Management  (1986)  stays  in  Pasadena, 
Calif.;  and  money  runner  Private  Capital  Management  (2001) 
remains  in  Naples,  Fla.  "Staying  in  their  normal  locales  is  a  mat- 
ter of  esprit  de  corps,"  says  Mason. 

That  said,  Mason  makes  sure  that  his  subsidiaries  hit  their 
numbers.  PCM's  chief,  Bruce  Sherman,  didn't  need  corporate 
headquarters'  blessing  to  make  a  fuss  recently  by  pressing  a  sale 
of  newspaper  publisher  Knight  Riddcr,  whose  stock  is  in  the  dol- 
drums. PCM,  which  owns  19%  of  the  newspaper  chain,  suffered 
a  moneylosing  first  three  quarters  of  2005.  Chip  Mason  ensures 
that  Sherman  has  ample  incentive  to  deliver  better  returns.  If 
assets  under  management  hold  steady  through  August,  PCM  gets 
a  $300  million  payment  from  Legg. 

With  the  performance-challenged  Smith  Barney  funds, 
Mason  seems  to  be  more  ready  to  put  his  stamp  on  the  opera- 
tion. For  one  thing,  the  funds  will  be  renamed.  "Legg  Mason 
Partners"  is  the  current  moniker  of  choice  for  the  newcomers. 
(The  Smith  Barney  name  will  stay  with  the  Citi  brokerage  oper- 
ation.) The  usually  loquacious  Mason,  citing  the  newness  of  the 
deal,  has  declined  to  say  just  what  these  funds  will  look  like  over 
the  next  few  months. 

But  it  is  a  good  wager  that  Mason  was,  with  some  notable 
exceptions,  more  interested  in  the  Smith  Barney  funds'  assets 
($60  billion)  than  in  their  performance.  He  can  keep  one  with- 
out the  other  by  merging  stinker  funds  into  others  with  good 
records.  (This  gimmick  works  with  most  fund-performance 
databases,  except  FORBES'.  When  fund  A  merges  with  fund  B,  we 
preserve  the  history  of  the  larger  fund,  regardless  of  how  the 
merger  is  structured.) 

Mason  has  moved  quickly  to  get  some  mileage  out  of  the 
newly  acquired  assets.  He  hired  hedge  fund  hotshot  and  one- 
time Fidelity  wunderkind  Brian  Posner  to  oversee  the  Citi 
domestic  equity  funds.  Two  nights  after  the  merger  announce- 
ment Mason  took  Posner  to  dinner  to  offer  him  the  job.  The  Citi 
fixed-income  funds,  both  domestic  and  international,  will  be 
run  by  Western  Asset  Management.  Smith  Barney  international 
stock  funds  don't  yet  all  have  a  home  in  the  family,  and  Mason's 
working  on  that. 

Posner,  44,  hired  by  Fidelity  right  out  of  the  University  of 
Chicago  in  1987,  moved  up  the  Boston  giant's  ranks  from  ana- 


William  H.  Miller  III  Richard  A.  Freeman 

Legg  Mason  Value  Trust        Smith  Barney  Aggressive  Grow 


Binary  Star  System 

William  H.  Miller  III  used  to  be  the  big  kahuna  of  Legg  Mason 
fund  managers,  winning  acclaim  for  his  long  streak  of  beat- 
ing the  market.  Now  another  hotshot  is  moving  in.  Legg's 
acquisition  of  Citigroup's  mutual  funds  has  brought  aboard 
Richard  A.  Freeman,  52,  star  manager  of  $9.9  billion 
(assets)  Smith  Barney  Aggressive  Growth  Fund. 

In  2005  Miller's  $19.6  billion  Value  Trust  had  a  5.3% 
showing,  outpacing  the  S&P  for  the  fifteenth  straight  year, 
although  it  was  close,  with  a  mere  0.4-percentage-poinl 
edge.  Since  Miller,  now  55,  began  heading  Value  Trust  in 
late  1990,  he  has  returned  16.4%  a  year. 

Freeman  has  trailed  the  S&P  on  an  annual  basis  fairly 
frequently.  It  has  beaten  him  II  years  out  of  his  22-yean 
tenure.  But  his  career  performance  is  admirable.  His  14.4% 
average  annual  return  since  he  took  over  the  fund  in  Octo- 
ber 1983  handily  beats  the  12.5%  return  offered  by  the  index. 

How  do  the  two  match  up,  using  Miller's  start  date  as  a 
point  of  departure?  Freeman  is  quite  close  during  thai 
period,  with  15.7%.  The  S&P  500  lags  far  behind  for  the 
15-year  spell,  at  11.5%. 

Some  of  Bill  Miller's  best  stock  picks  are  in  health  care, 
particularly  insurer  UnitedHealth  Group,  which  makes  up 
7%  of  his  holdings.  Another  winner  is  the  celebrated  Google 
He  sticks  to  his  usual  strategy  of  avoiding  cyclical  stocks, 
which  means  he  missed  2005's  soaring  energy  sector. 

Richie  Freeman  agrees  with  Miller  on  health  care  stocks, 
UnitedHealth  is  Freeman's  largest  holding,  at  10%  of  his 
portfolio.  Unlike  Miller,  he  likes  energy  (14%).  Freeman  owns 
no  Google  shares.  Both  managers  trade  infrequently.  Miller's 
turnover  is  9%,  Freeman's  just  2%.  Both  concentrate  their 
bets,  with  half  of  assets  in  their  ten  biggest  holdings.— MM 
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Fresh  thinking  has 
its  place.  An  investors 
portfolio,  for  example. 


No  "cookie  cutter"  approach.  Never  a  "buy  list."  Just  independent  thinking  and 
a  focus  on  long-term  performance.  Visit  www.vankampen.com/shine  or  call 
1-800-42,1-9098  and  see  what  Van  Kampen  can  do  for  every  investor's  portfolio. 


t  performance  is  not  a  guarantee  of  future  results.  Please  consider  the  investment  objectives,  risks,  charges  and  expenses  of  the  fund 
jfully  before  investing.  The  prospectus  contains  this  and  other  information  about  the  fund. To  obtain  a  prospectus,  contact  your  financial 
isor  or  download  one  atvankampen.com.  Please  read  the  prospectus  carefully  before  investing.  Copyright  ©2005  Van  Kampen  Funds  Inc. 
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If  it  had  its  way, 
it  would  never  land. 


[SURVEY   LEGG  MASON 
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|ind  manager  in  only  three  years.  In  the  wake  of  Peter 
11990  retirement  Fidelity  put  a  lot  of  new  managers  into 
lid  Posner  took  over  Fidelity  Equity-Income  II  in  1992. 
id  then  had  $900  million  in  assets.  When  Posner 
1  for  Warburg  Pincus  in  1996  the  fund  had  $16  billion. 
>sner  left  Warburg  Pincus  three  years  later  to  start  his 
;rove  Partners  hedge  funds,  his  departure  set  off  a  flurry 
lancial  press  about  talented  mutual  fund  managers  leav- 
he  hedge  fund  world. 

i  ignificant  that  Hygrove's  long-only  hedge  fund  followed 
I  o  his  new  company  and  now  is  part  of  the  Legg  empire. 


o  1  21£ff?ards        These  15  Smith  Barney  funds  trail  the 
65                 S&P  500. 

TOTAL  RETURN 
LATEST 
12-MONTH 

5-YEAR 
ANNUALIZED 

5YRS 
♦/- 
S&P  500 

ANNUAL 
EXPENSES 
PER  $100' 

versified  Large  Cap  Growth-A 

-2.6% 

-4.3% 

-4.9 

$1.04 

vidend  Strategy-A 

-0.9 

-5.0 

-5.5 

1.58 

owth  &  Income-SB  A 

3.3 

-0.2 

-0.8 

1.27 

jalfh  Sciences-A 

11.4 

-1.6 

-2.1 

1.42 

ternational  All  Cap  Growth-A 

12.0 

-2.0 

-2.5 

1.31 

fernationa!  Fund-A 

9.9 

-7.3 

-7.8 

2.49 

lrge  Cap  Growth-A 

5.1 

0.1 

-0.5 

1.15 

irge  Cap  Value-A 

6.0 

0.4 

-0.1 

0.92 

ult  Disc-All  Cap  Growth  and  Val-A 

5.5 

-2.4 

-3.0 

1.18 

ult  Disc-GI  All  Cap  Gr  and  Val-A 

6.0 

-1.8 

-2.4 

1.26 

ult  Disc-Large  Cap  Gr  and  Val-A 

3.8 

-4.2 

-4.8 

1.18 

IP  500  Index-SB  Shares 

4.2 

0.0 

-0.6 

0.57 

nail  Cap  Growth-A 

5.2 

-4.3 

-4.9 

1.35 

>cial  Awareness-A 

-0.6 

-0.1 

-0.7 

1.15 

chnology-A 

-4.0 

-8.9 

-9.5 

1.46 

have  a  5%  upfront  sales  charge.  Sources:  Forbes;  Upper. 

will  continue  to  honcho  this  Hygrove  portfolio,  in  addi- 
performing  his  executive  duties.  (The  second  Hygrove 
und,  a  long-short  vehicle,  has  been  liquidated.)  This 
:oach  role  gives  him  something  in  common  with  the 
iarney  fund  managers  who  will  be  reporting  to  him. 
it  now  Posner  and  Mason  are  not  talking  about  replac- 
of  the  Smith  Barney  managers.  To  be  fair,  many  of  them 
nt  arrivals,  installed  not  long  before  the  Citi  swap,  and 
:d  weak  performance.  The  Smith  Barney  Diversified 
lap  Growth  Fund  has  lost  4.3%  a  year  for  the  last  five, 
the  S&P  500  by  4.9  percentage  points.  Veteran  managers 
3ohen  and  Scott  Glasser  have  been  brought  in  to  right 
i.  The  fund  struggled  with  a  2.6%  loss  in  a  difficult  2005. 
at  is  troubling  about  this  fund,  says  Morningstar  ana- 
rry  O'Boyle,  is  that  regardless  of  who's  managing  it, 
lections  have  been  guided  by  a  quantitative  process  that 
;n't  worked  well.  Among  the  fund's  largest  2004  bets 
ardinal  Health  and  Career  Education,  which  then 
d  and  had  to  be  sold. 

ither  problem  offering:  Smith  Barney  Dividend  Strategy 
n  October  2004  Citi  assigned  Glasser  and  Peter  Hable  to 
argic  fund.  The  pair  finished  their  first  full  calendar  year 


in  the  red,  5.5  points  behind  the  S&P  500.  This  leads  O'Boyle  to 
speculate:  "The  lousy  record  and  recent  changes  could  encour- 
age Legg  Mason  to  merge  the  fund  away." 

Some  of  the  limping  Citi  funds  have  managers  of  longer 
standing,  such  as  the  hideously  named  $156  million  Smith  Bar- 
ney Multidiscipline  Global  Allcap  Growth  &  Value  Fund.  This 
one  has  trailed  the  Morgan  Stanley  EAFE  Index  by  6.3  percent- 
age points  during  the  five-year  tenure  of  its  three-man  man- 
agement team. 

On  the  bond  side  current  investors  in  some  Citi  funds  have 
reason  to  be  wary  of  the  new  order  because  a  notable  manager, 
Peter  Wilby,  has  decided  to  leave  the  group  on 
April  Fool's  Day  to  start  his  own  investment  firm. 
Wilby  manages  or  comanages  20  of  Citi's  fixed- 
income  portfolios.  Chief  among  them  is  the 
$1.2  billion  Salomon  Brothers  High  Yield  Bond 
Fund,  which  he's  headed  since  1995.  Over  ten  years 
his  7.7%  annual  return  has  bested  the  Lehman 
Brothers  Aggregate  Bond  Index  by  1.5  percentage 
points.  One  solace:  Wilby  has  signed  a  three-year 
consultancy  agreement  with  Legg's  bond  overseer, 
Western  Asset  Management. 

Most  of  Western  Asset  Management's  work  is 
in  private  accounts,  and  while  it  does  manage  a  few 
mutual  funds,  they  are  mostly  institutional  vehi- 
cles. Morningstar  analyst  Paul  Herbert,  who  fol- 
lows Western,  says  the  junk,  emerging  market  and 
municipal  bond  funds  from  Citigroup  will  round 
out  Western's  offerings  and  make  it  a  better  com- 
petitor for  Pimco,  the  vaunted  bond  colossus 
owned  by  Allianz.  Team-managed  Western  Asset 
High  Yield  Fund,  which  has  $445  million  under 
management  (and  a  $1  million  investment  minimum),  has 
nearly  kept  pace  with  Wilby's  high-yield  bond  fund  over  the  past 
three  years.  For  that  period  Wilby  scored  12.7%  a  year  while 
Western  Asset  did  12.4%.  Both  beat  the  Lehman  index. 

Don't  expect  changes  in  any  fund  to  happen  quickly.  The 
Legg-Citi  swap  itself  took  six  months  to  execute,  and  integration 
will  take  until  at  least  mid-2006.  "We'll  rebrand  the  Citi  funds," 
says  Chip  Mason.  "They'll  be  good  for  us." 

Will  they  be  good  for 
fund  investors?  That's  another 
matter.  You  won't  find  any 
Legg  funds  on  our  Best  Buys 
list  (see  p.  96)  because  they 
charge  too  much.  The  equity 
funds  are  laden  with  so-called 
1 2b- 1  fees,  used  for  market- 
ing, of  1%.  Miller's  Value 
Trust,  which  charges  a  pricey 
1 .68%  of  assets  yearly,  is  the 
cheapest  one.  They  have  to 
keep  earning  their  fees  by  fine 
performance.  F 
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AS  IF  EMPLOYEES  DIDN'T  HAVE  ENOll 
already,  now  they  will  have  a  new  di 
ventional  401  (k)  plan  to  a  Roth  planl 
retirement  savings,  but  all  the  monej 
a  lot  of  upper-income  taxpayers,  the 
money  is  involved.  Contributions,  often  invest' 
This  gatefold  guide  will  help  you  make  the  dec 

While  only  a  small  percentage  of  companie:  )RTGAGE  AND  TWO  KIDS,  CALIFcj 
first  allowed,  more  plan  to  do  so  later  this  year.  N  and  Stephen  Stretched-Thin  bart 
doesn't  plan  to  make  the  Roth  option  available  u  3Ut  6%  of  their  $  1 30,000  combinl 
it  administers.  Start  thinking  about  this  option  nc  their  traditional  401  (k)s  last  yd 
ployer  offers  it  later  tliis  year,  you  shouldn't  be  put  ployers  matched  the  $7,800  in  col 
combined  401  (k)  contributions  are  limited  to  $1.  2006  both  of  these  40-year-oli 
is  in  a  conventional  401  (k)  account,  it  can't  be  n  |  the  option  of  a  Roth  401  (k). 

To  people  accustomed  to  getting  immediat  When  they  retire,  any  distribution 
shorthand  for  401  (k) — looks  at  first  blush  rat)i(k)s  will  be  taxed  at  ordinal 
get  to  deduct  the  amount  put  in  but  owe  incor  oth  money  will  be  tax  free  becaij 
deduction  now,  but  all  withdrawals  are  tax  frtart.  Their  employers  would  matt 
most  cases  means  that  you  have  to  keep  the  mc  ontributions  just  as  they  did  wj 
when  you  withdraw).  Roth  individual  retiremi  a  50%  rate  on  up  to  6%  of  pi 
new  Roth  K  offered  by  employers  is  a  turbo-pcyS  pretax  and  go  into  the  non-Ra 
more  money  in.  (The  maximum  allowed  2006  latter  which  account  an  employ 
for  those  50  and  older.)  Also,  Roth  Ks  have  no  jple  can't  afford  to  open  any  Ra 
are  forbidden  to  couples  earning  more  than  Shre  taxed  at  a  marginal  rate  as  hij 
So  if  you  can  put  $15,000  into  a  standard  401  (0  of  adjusted  gross  income  Sand 
for  simplicity,  that  your  tax  bracket  (including  st  1 0,000,  they  lose  $50  of  the  $  1 ,01 
the  money  will  stay  invested  until  it  doubles  to  !  ises  their  federal  rate  from  a  su 
$30,000  at  the  other  end.  With  the  standard  4011  here's  the  California  income  ta 
due  to  the  tax  bite.  But  with  the  standard  plan  y<  e  9.3%  rate.  Sure,  it's  federal 
worth  $6,000  to  you  now.  So  you  could  invest  that ;  the  marginal  tax  bite  up  to  37c 
account.  Invested  the  same  way  as  your  Roth  mo  ilaudia  Hill, 
it's  hit  with  taxes  along  the  way.  So  it  will  fall  s  aftertax  money,  it  would  raise  I 
gives  you  $30,000  at  retirement,  the  conventiona  by  $2,900.  That's  cash  they  doi 
Now  change  the  assumptions.  What  if  your  j  -ight  for  them,  anyway.  They  ha 
happen.  Maybe  you  are  a  low-bracket  youngste:  of  their  children's  college  educ 
taxes  get  raised  in  2009.  Again  Roth  wins,  hands  iuch  for  retirement  yet.  And  sin 
when  you  retire?  You  might  or  might  not  be;nsions  where  they're  promised 
account  (see  example  of  50-year-old  couple).  Op  it,  odds  are  the  Stretched-Thir 
arithmetic  and  a  lot  of  guesswork  about  your  ft  e  lower  in  old  age.  Hence  payii 
look  at  how  a  Roth  might  work — or  not— for  bmise  of  tax-free  Roths  tomorrc 
stances.  You  can  try  out  your  own  numbers  on 


FUND 


DM  COLLEGE,  WISCONSIN  RESIDENTS  CYNTHIA 
irement  accounts.  Charles  earns  $180,000  as  a 
woluted  provision  in  the  tax  code  that  limits 
id  workers  choose  not  to  contribute,  his  ordi- 
9,000.  Nevertheless,  at  50,  he  is  allowed  to  fat- 
ected  by  the  savings  habits  of  the  busboys.  So 

nil  but  gets  rewarded  decades  later  with  a  tax 
/en  the  time  value  of  money,  does  it  ever  make 
deed.  That's  because  the  value  of  the  back-end 
ings  account.  (Reread  the  fourth  paragraph  in 
LLC  sells  software  that  compares  Roth  with 
p  better  off  with  Roth  even  if  his  tax  bracket 


Hage  59  7:.  But  the  real  payoff  comes  if  he  can 
f  the  Catchups  leave  the  money  to  the  kids  or 
h.  Cynthia  and  Charles  never  have  to  take  the 
lives.  Contrast  the  treatment  of  a  traditional 
g  at  age  70  lh. 

employed  artist.  She  could  contribute  20%  of 
a  one-person  401  (k) — whether  pretax,  Roth 
yee  contribution.  Some  providers  of  solo  Ks, 
n;  others,  including  Fidelity  Investments,  say 
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SURVEY   STOCK  FUND  BEST  BUYS 

ilancing  Costs  and  Performance 


uy  funds  combine  low  costs  and  good 
Jjusted  performance. 


DECARLO 


ERE  IS  SOME  DEBATE  ABOUT  THE 
ng-term  trend  in  mutual  fund 
penses.  The  Investment  Com- 
iny  Institute,  a  trade  group,  says 
have  declined,  while  John  Bogle, 


the  index  fund  pioneer,  says  they  have 
been  going  up.  But  there  is  no  debate 
about  these  two  facts:  The  cost  burden  is 
the  one  aspect  of  fund  performance  that 
is  entirely  predictable,  and  over  the  long 
term  it  matters  a  lot. 


With  those  facts  in  mind,  we  give  equal 
weighting  to  past  performance  (on  a  risk- 
adjusted  basis)  and  costs  in  selecting  ourl 
Best  Buy  equity  funds.  For  bond  funds* 
where  portfolio  skill  does  not  have  as  much 
of  an  impact  on  results,  costs  are  given  morel 
weight.  For  all  funds  our  cost  measure  uses| 
the  sum  of  one-fifth  of  the  maximum  saleq 
charge  and  the  expense  ratio  on  the  fund 
class  that  has  this  up-front  load.  H 


CE 

ASSETS 

WEIGHTED 

MEDIAN 

MINIMUM 

N 

;  — 

ANNUAL  1 

lETJJflN  

11/30/05 

AVERAGE 

MARKET  CAP 

EXPENSES 

INITIAL 

FUND/800  PHONE 

|  5-YEAR 

1-YEAR 

(SMIL) 

Pit 

($BIL) 

PER  $100 

INVESTMENT 

— 

STOCK  FUNDS 

Target  Small  Cap  Value/225-1852 

16.6% 

10.1% 

$262 

17 

$1.7 

$0.82 

$25,000 

Vanguard  Selected  Value/662-7447 

13.3 

10.7 

3,867 

17 

5.0 

0.60 

25,000 

♦ 

T  Rowe  Price  Capital  Appreciation/225-5132 

11.4 

6.9 

7,280 

18 

22.9 

0.78 

2,500 

Vanguard  Strategic  Equity/662-7447 

11.8 

10.0 

5,484 

15 

3.1 

0.45 

3.000 

Pennsylvania  Mutual-lnv/221-4268 

15.3 

12.5 

2,698 

18 

1.0 

089 

2,000 

♦ 

Yacktman  Fund/525-8258 

14.0 

-1.3 

456 

19 

27.4 

0.95 

2,500 

* 

Bruce  Fund/872  7823 

30.5 

7.7 

132 

21 

0.4 

1.03 

1.000 

UMB  Scout  Small  Cap/996-2862 

12.4 

5.6 

427 

26 

0.8 

0.96 

1,000 

Fidelity  Value  Fund/343-3548 

13.7 

14.3 

13.896 

22 

6.4 

0.95 

2.500 

LKCM  Small  Cap  Equify-lnst/688-5526 

12.3 

14.4 

380 

22 

1.0 

0.96 

10,000 

BALANCED  FUNDS 

♦ 

Berwyn  Income  Fund/992-6757 

9.8 

2.0 

239 

16 

5.2 

0.64 

3,000 

+ 

Vanguard  Wellesley  lncome-lnv/662-7447 

6.5 

3.5 

11,931 

15 

42.9 

0.26 

3.000 

Fidelity  Balanced  Fund/343-3548 

8.1 

10.7 

15,999 

20 

110 

0.65 

2.500 

Vanguard  Wellington  Fund-lnv/662-7447 

6.8 

6.8 

38,576 

16 

44.2 

0.31 

3.000 

Vanguard  STAR  Fund/662-7447 

5.9 

7.4 

11,858 

12 

23.7 

0.31 

1.000 

American  Beacon  Balanced-PA/388-3344 

7.6 

6.2 

831 

15 

30.7 

0.93 

2.500 

GLOBAL  FUNDS 

Vanguard  Global  Equity/662-7447 

12.0 

11.8 

2.479 

14 

13.0 

0.90 

3.00C 

Oakmark  Global-l/625-6275 

18.0 

13.2 

1.950 

15 

14.4 

1.26 

1.000 

Pearl  Total  Return/866-747-9030 

10.3 

11.9 

86 

16 

4.3 

0.98 

1,000 

RS  Value  Fund/766-3363 

174 

11.7 

1.517 

20 

5.1 

1.49 

5,000 

Polaris  Global  Value  888-263-5594 

16.4 

10.5 

270 

12 

5.5 

1.48 

2,500 

+ 

Prudent  Global  Income/711-1848 

8.9 

-4.2 

322 

NA 

NA 

1.31 

2.000 

FOREIGN  FUNDS 

Alpine  Intl  Real  Estate  Equitv-Y/ 888-785-5578 

21.1 

17.3 

299 

10 

2.1 

1.35 

1.000 

Vanguard  International  Value/662-7447 

8.4 

18.0 

3,818 

3 

19.7 

0.56 

3,000 

Oakmark  International  Fund-l/625-6275 

10.3 

14.1 

6,012 

15 

16.8 

1.20 

1,000 

Lazard  International  Small  Cap-Open/823-6300 

13.9 

14.5 

604 

16 

2.6 

1.36 

10,000 

EUROPEAN  FUNDS 

2  624 

Fidelity  Europe/343-3548 

7.0 

18.2 

16 

15.5 

1.11 

2,500 

Fidelity  Europe  Capital  Appreciation/343-3548 

6.5 

16.2 

485 

15 

14.6 

1.22 

2,500 

PACIFIC  FUNDS 

Fidelity  Japan  Smaller  Cos/343 -354S 

176 

41.4 

1.534 

20 

1.0 

1.04 

2.500 

Matthews  Korea  Fund/789-2742 

37.1 

58  8 

229 

11 

2.8 

1.31 

2,500 

e  through  Dec.  31,  2005  -Fund  rated  for  three  periods  only  (two  for  junk  bond  funds};  maximum  allowable  grade  A.  NA:  Not  available 
roes,  Upper:  Morningstar 
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We 
want 
you  to 
know 


The  Value  of  Integration 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company  Health  insurance  plans 
contain  exclusions  and  limitations  'Aetna  Integrated  Informatics*  study  (1/06)  of  159,105 
enrolled  members  (claims  period:  7/03-6/04).  Risk-adjusted  per  member,  per  month  costs  for 
3,291  members  identified  with  one  or  more  of  the  following:  Asthma,  Chronic  Heart  Failure  and 
Diabetes.  Does  not  guarantee  similar  results  for  any  particular  employer.  Savings  will  vary  based 
on  disease  prevalence  and  other  factors.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200604 


Cut  some  green. 
Lower  medical  costs 
by  up  to  20%. 

A  new  study*  shows  that  integrating 
Medical,  Pharmacy  and  Disease 
Management  benefits  with  Aetna  can 
help  lower  medical  costs.  According 
to  the  data,  overall  costs  dropped  by 
15-20%  for  high-risk  Aetna  members 
with  integrated  benefits  compared 
to  similar  members  with  just  medical 
insurance  benefits.  That's  because 
integration  allows  for  a  better  exchange 
of  information  to  help  high-cost,  high- 
risk  members  better  manage  their 
conditions.  To  find  out  more,  call  your 
broker,  Aetna  representative,  or  visit 
us  today  at  aetna.com. 


We  want  you  to  know4 
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PERFORMANCE 
UP  DOWN 

FUND/800  PHONE 

ANNUAL  RETURN  , 
5-YEAR  1-YEAR 

SEC  1 
YIELD 

\SSET 
1/30/C 
(SMIL 

S 
5 

) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER  $100 

 — — | 

MINIMUM 
INITIAL 
INVESTMES 

taxable:  u  s  treasury 

— *  

A* 

F 

Vanguard  Long-Term  Treasury-lnv/662-7447 

74% 

6.6% 

4.5%  $2,163 

10.3 

$0.24 

$3,000 

A* 

F 

Vanguard  Intermediate  Treasury-lnv/662-7447 

5.9 

2.3 

4.3 

3,873 

4.8 

0.24 

3,000 

A* 

F 

American  Century  Target  2020-1/826-8323 

8.9 

10.3 

4.5 

187 

NA 

0.57 

2,500 

D 

B 

Vanguard  Short-Term  Treasury-lnv/662-7447 

4.2 

1.7 

3.8 

3,308 

1.8 

0.24 

3,000 

TAXABLE-GINNIE  MAE 

C 

B 

Vanguard  GNMA  Fund-lnv/662-7447 

5.5 

3.3 

4.6  23,998 

2.2 

0.20 

3,000 

C 

B 

Payden  GNMA-R/572-9336 

5.5 

2.9 

4.4 

115 

2.9 

0.50 

5,000 

C  B 

USAA  GNMA  Trust/531-8448 

4.9 

2.7 

NA 

562 

2.2 

0.48 

3.000 

C 

B 

Fidelity  Ginnie  Mae/343-3548 

5.0 

2.7 

4.3 

3,831 

2.0 

0.57 

2,500 

TAXABLE-JUNK 

•C 

•B 

Buffalo  High-Yield  Fund/492-8332 

8.2 

-0.9 

NA 

241 

NA 

1.02 

2,500 

•D 

•A 

NB  High-Income  Bond-lnv/877-9700 

7.3 

1.6 

6.1 

761 

3.5 

0.90 

2,000 

D 

A* 

Westcore-Flexible  Income/392-2673 

8.4 

-0.4 

7.3 

174 

4.3 

0.85 

2,500 

A 

B 

Fidelity  Capital  &  Income/343-3548 

9.3 

5.0 

6.2 

5,313 

NA 

0.78 

2,500 

TAXABLE-SHORT-TERM 

D 

B 

TIAA-CREF  Short-Term  Bond-Retail/223-1200 

4.7 

1.5 

4.5 

214 

2.4 

0.30 

2,500 

D 

B 

Vanguard  Short-Term  Bond  lndex-lnv/662-7447 

4.2 

1.3 

4.4 

5,289 

2.5 

0.18 

3,000 

B 

C 

Schwab  Total  Bond  Market/435-4000 

5.7 

2.7 

4.6 

1,170 

4.2 

0.52 

2,500 

D 

A 

Vanguard  Short-Term  Inv  Grade-lnv/662-7447 

4.3 

2.2 

4.4  17,697 

1.8 

0.18 

3,000 

TAXABLE-MEDIUM-TERM 

A 

D 

Vanguard  Intermed  Inv  Grade-lnv/662-7447 

6.5 

1.9 

5.0 

4,945 

5.0 

0.20 

3,000 

A* 

F 

Vanguard  Intermediate  Bond  lndex-lnv/662-7447 

6.5 

1.7 

4.8 

5,830 

5.9 

0.18 

3,000 

6 

B 

Dodge  &  Cox  Income  Fund/621-3979 

6.5 

2.0 

NA 

9.393 

3.2 

0.44 

2.500 

A 

D 

Payden  Core  Bond-R/572-9336 

6.2 

1.9 

4.5 

635 

3.3 

0.44 

5,000 

TAXABLE-LONG-TERM 

A+ 

D 

Vanguard  Inflation-Protected  Secs-lnv/662-7447 

8.5 

2.6 

1.8 

7,460 

6.6 

0.17 

3,000 

A+ 

F 

Vanguard  Long-Term  Bond  Index/662-7447 

8.3 

5.3 

5.1 

1.834 

11.2 

0.18 

3,000 

A* 

F 

Vanguard  L-T  Inv  Grade-lnv/662-7447 

8.6 

5.1 

5.5 

5.526 

11.6 

0.25 

3,000 

A+ 

D 

American  Century  Inflation-Adj  Bond-lnv/826-8323 

8.0 

2.4 

6.9 

1,295 

6.0 

0.50 

2,500 

MUNICIPAL-SHORT-TERM 

D 

A 

Vanguard  Limited-Term  Tax-Exempt-lnv/662-7447 

3.4 

1.1 

3.1 

6.783 

2.5 

0.14 

3,000 

D 

A 

Fidelity  Spartan  Short-lntermed  Muni/343-3548 

3.6 

1.1 

3.1 

1,736 

2.9 

0.49 

10,000 

D 

B 

Federated  Intermediate  Municipal-IS/341-7400 

4.5 

2.5 

3.3 

182 

4.0 

0  58 

25.000 

D 

A 

T  Rowe  Price  T-F  Short-lntermediate/225-5132 

3.4 

1.0 

2.9 

521 

3.2 

0.51 

2,500 

MUNICIPAL-MEDIUM-TERM 

C 

B 

Vanguard  High-Yield  Tax-Exempt-lnv/662-7447 

5.7 

4.3 

4.1 

4,912 

6.0 

0.15 

3,000 

A* 

D 

Vanguard  Insured  Long-Term  Tax-Ex-lnv/662-7447 

5.4 

3.3 

3.8 

3,043 

7.0 

0.15 

3.000 

A* 

F 

Vanguard  Long-Term  Tax-Exempt-lnv/662-7447 

5.4 

3.0 

3.8 

2,029 

6.7 

0.15 

3,000 

A* 

D 

TIAA-CREF  Tax-Exempt  Bond-Retail/223-1200 

5.6 

2.1 

3.6 

203 

6.5 

0.30 

2,500 

MUNICIPAL-LONG-TERM 

A 

D 

Fidelity  Spartan  Municipal  Income/343-3548 

5.9 

3.7 

3.7 

4.688 

6.8 

0.47 

10,000 

B  B 

T  Rowe  Price  Summit  Muni  Income/225-5132 

5.9 

4.3 

3.8 

152 

5.6 

0.50 

25,000 

D 

A 

T  Rowe  Price  Tax-Free  High  Yield/225-5132 

6.2 

6.3 

4.2 

1,370 

5.1 

0.70 

2,500 

A* 

D 

USAA  Tax-Exempt  Long-Term/531-8448 

6.1 

3.8 

NA 

2,362 

5.4 

0.56 

3,000 

MUNICIPAL-ONE-STATE 

B 

C 

Fidelity  Spartan  Calif  Muni  Income/343-3548 

5.3 

3.6 

3.6 

1,562 

6.5 

0.48 

10,000 

A 

D 

Fidelity  Spartan  Mass  Muni  Income/343-3548 

5.5 

3.6 

3.7 

1,848 

6.8 

0.47 

10,000 

A 

D 

Vanguard  NJ  Long-Term  Tax-Ex-lnv/662-7447 

5.3 

2.8 

3.9 

1,614 

6.7 

0.14 

3,000 

A 

C 

Fidelity  Spartan  NY  Muni  Income/343-3548 

5.6 

3.1 

3.6 

1,428 

6.9 

0.48 

10.000 

A 

D 

Vanguard  Penn  Long-Term  T-E-lnv/662-7447 

5.4 

2.7 

3.8 

2,281 

5.8 

0.14 

3,000 

Performance  through  Dec      200s.  -Fund  rated  for  three  periods  only  (two  for  junk  bond  funds);  maximum  allowable  grade  A.  NA:  Not  available.  Sources:  Forbes;  Upper; 
Morningstar. 
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Die  Granddaddy  of  all  ETFs. 

ice  their  launch  in  1993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest  growing 
'estments.  It  all  started  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have  the 
jhest  market  value  among  the  more  than  200  ETFs  that  exist  today.  Each  Spider  puts  the  strength  of  the  entire 
iP  500®  to  work  in  your  portfolio.  That's  500  of  America's  leading  companies  in  every  share.  Spiders  are 
(-efficient  and  have  low  management  fees.  Like  stocks,  they  can  be  traded  all  day  long,  are  subject  to  similar 
ks,  and,  of  course,  your  usual  brokerage  commission  applies.  This  granddaddy's  been  around,  but  can  still  add 
me  muscle  to  any  portfolio.  www.SPDR.com.  Ticker  symbol  Amex:SPY.  The  entire  S&P  500  in  every  share. 


Effia"i  An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment 
^  company  carefully  before  investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information, 
gRICAN    go  to  www.SPDR.com  or  call  1-800-843-2639.  Please  read  the  prospectus  carefully  before  investing. 

I  BECHANCE        o  * 

Since  inception  in  1993,  the  SPDR  Trust  has  distributed  only  $0.16  in  short  and  long-term  capital  gains.  S&.P  500*  and  SPDR*"  are  trademarks 
of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted 
by  Standard  &  Poor's  and  S&.P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 
SPD000101 


FUND  SURVEY  SUPERLATIVES 
| 

At  the  Extremes 


These  funds  will  get  your  attention  for 
either  their  good  or  bad  qualities. 


BY  SCOTT  DECARLO 


A 25%  RETURN  OVER  THE  PAST  12  MONTHS  PUT  CGM 
Focus  Fund  ahead  of  all  other  large  domestic  stock 
funds  for  2005.  CGM  Focus  distinguishes  itself  from 
the  four  runners-up  (see  table)  by  its  impressive  five- 
year  annualized  total  return  of  23.3%. 
The  Fidelity  Spartan  International  Index  Fund  has  a  12- 
month  return  of  13.7%  and  a  cost  drag  (standard  expense  ratio 
plus  brokerage  commissions)  of  only  $0.14  per  $100  in  assets. 
Contrast  that  with  the  $8.86  in  cost  drag  of  the  Alger  SmallCap 


Growth  Fund.  Over  the 
past  12  months  this  fund's 
16.1%  return  overshadowed 
its  big  overhead,  but  that  may 
not  always  be  the  case. 

Foreign  stock  funds  were  big  winners 
last  year.  The  median  fund  in  this  group  had  a  17%  return,  an 
even  the  five  poorest-performing  funds  posted  gains.  The  be: 
of  the  lot:  ProFunds-UltraJapan,  with  a  90.6%  return  in  2005. 

For  2005  the  best-performing  sector  funds  are  in  energ 
while  investors  stayed  away  from  technology;  three  of  the  fi\ 
worst  performers  last  year  belong  to  that  category. 

See  www.forbes.com/fundsurvey  for  more  information  o 
these  mutual  funds  and  thousands  more.  I 


Worst  Domestic  Stock  Funds 

TOTAL  RETURN 
LATEST  5-YEAR 
FUND  12-MONTH  ANNUALIZED 


Best  Domestic  Stock  Funds 


FUND 

TOTAL  RETURN 
LATEST              5 -YEAR 
12-MONTH  ANNUALIZED 

CGM  Focus  Fund 

25.3% 

23.3% 

MS  Aggressive  Equity-A 

22.4 

-1.8 

American  Century  Heritage-lnv 

22.2 

-0.1 

American  Century  Giftrust 

22.1 

-4.4 

MS  Capital  Opportunitics-A 

22.1 

-7.0 

Best  Foreign  Stock  Funds 

FUND 

TOTAL  RETURN 
LATEST  5-YEAR 
12-MONTH  ANNUALIZED 

ProFunds- Ultra  Japan-lnv 

90.6% 

-0.3% 

ING  Russia  Fund-A 

70.9 

48.3 

T  Rowe  Price  Latin  America 

60.1 

23.4 

T  Rowe  Price  Em  Europe  &  Mediterranean 

59.0 

27.4 

Matthews  Korea  Fund 

58.8 

37.1 

Best  Sector  Funds 

FUND 

TOTAL  RETURN 
LATEST  5-YEAR 
12-MONTH  ANNUALIZED 

Jcnnison  Natural  Resources-A 

54.2% 

236% 

Fidelity  Select-Energy  Service 

54.1 

11.9 

Fidelity  Select-Energy 

52.0 

13.9 

Merrill  Natural  Resources-A 

51.4 

19.2 

US  Global  Resources 

49.0 

31.6 

Low  Cost  Drag 

FUND 

TOTAL  RETURN 
LATEST 
12-MONTH 

ANNUAL 
COST  DRAG 
PER $100 

Fidelity  Spartan  Intl  Index-lnv 

13.7% 

$0.14 

Scudder  Equity  500  Index-lnv 

4.7 

0.27 

USAA  S&P  500  Index-Member 

4.8 

0.32 

Vanguard  European  Stock  Index-lnv 

9.3 

0.33 

Vanguard  Pacific  Stock  Index-lnv 

22.6 

0.36 

Performance  through  Dec.  31  2005.  Sources.  Forbes;  Upper;  Morningstar. 


Van  Wagoner  Emerging  Growth 

-22.3% 

-32.8% 

Calvert  New  Vision  Small  Cap-A 

-8.8 

3.0 

Pioneer  Focused  Equity-A 

-6.7 

4.8 

Managers  20  Fund-A 

-5.2 

-16.0 

White  Oak  Select  Growth 

-5.1 

-12.5 

Worst  Foreign  Stock  Funds 

FUND 

TOTAL  RETURN 
LATEST  5-YEAR 
12-MONTH  ANNUALIZED 

Commonwealth  Australia/New  Zealand 

2.8% 

17.6% 

Ivy  International  Balanced-A 

4.2 

8.4 

Dreyfus  Premier  Greater  China-A 

4.2 

10.2 

AllianceBernstein  Great  China  97-A 

5.1 

8.1 

Seligman  International  Growth-A 

5.5 

-0.7 

Worst  Sector  Funds 

FUNO 

TOTAL  RETURN 
LATEST  5-YEAR 
12-MONTH  ANNUALIZED 

Firsthand  Technology  Innovators 

-11.9% 

-17.4% 

Black  Oak  Emerging  Technology 

-10.8 

-26.5 

ICON  Leisure  and  Consumer  Staples 

-10.1 

8.8 

Fidelity  Select-Home  Finance 

-7.0 

6.8 

Hancock  Technology-A 

-4.6 

-16.6 

High  Cost  Drag 

FUND 

TOTAL  RETURN 
LATEST 
12-MONTH 

ANNUAL 
COST  DRAG 
PER  $100 

Alger  Fund-SmallCap  Growth-A 

16.1% 

$8.86 

Dreyfus  Founders  Passport-A 

19.9 

6.03 

Eaton  Vance  Asian  Small  Companies-A 

36.4 

4.57 

Driehaus  International  Discovery 

44.0 

4.18 

Kelmoore  Strategy  Eagle-A 

-3.1 

4.03 
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housands  of  narrow  streets  in  cities  and  villages  all  over 
ral  America,  you'll  find  tiendas ...  tiny  stores  selling  groceries 
sssentials.  Food  companies  face  a  unique  challenge  delivering 
terated  foods  to  these  out-of-the-way  places.  So  Cargill's  supply 
1  specialists  fit  a  solution  to  the  need.  Sales  representatives 
I  on  maneuverable  motorcycles  equipped  with  iceboxes  and 
held  computers...  delivering  the  products  tiendas  need,  when 
need  them.  Proving  that  a  delivery  system  doesn't  have  to  be 
o  be  efficient.  This  is  how  Cargill  works  with  customers 

Elaborate     >    create    >  succeed 


/.  cargillcreates.  com 

Cargill,  Incorporated 


Nourishing  Ideas.  Nourishing  People  ': 


FUND  SURVEY  STOCK 


Fund  Ratings 

The  S&P  500  is  merely  back  to  where  it  was  five  years 
ago,  which  makes  high-cost  mutual  funds  all  the  more 
painful  for  investors. 


BY  JOHN  CHAMBERLAIN 


DUR  RATINGS  FOR  DOMESTIC 
stock  funds  look  at  long-term 
performance  over  four  bull 
and  bear  market  cycles  stretch- 
ing back  12  years.  Funds  with 
only  three  market  cycles  get  a  provisional 


grade,  marked  with  a  bullet. 

To  be  included  in  these  tables,  stock 
funds  must  have  $500  million  in  assets 
and  a  history  long  enough  to  earn  at 
least  a  provisional  grade. 

We  grade  all  funds  on  a  curve  against 
a  market  benchmark,  with  the  top  5%  in 


each  category  graded  A+,  the  next  15j 
A,  the  next  25%  B,  the  next  25%  C,  tl 
next  25%  D  and  the  bottom  5%  F. 

The  last  five  years  have  seen  both  bu 
and  bear  markets,  but  in  this  stretch  tl) 
S&P  500  shows  a  total  return  of  only  0.5j 
annually.  Whereas  fund  performam 
may  vary,  costs  are  ongoing.  The  co) 
drag  column  in  our  table  shows, 
boldface,  a  fund's  annual  expenses  con| 
bined  with  brokerage  fees  paid  to  traa 
its  portfolio.  Where  trading  costs  are  nj 
available,  the  conventionally  reports 
expense  ratio  is  shown  in  italics.  SI 
www.forbes.com/fundsurvey  for  more  c 
these  funds  and  thousands  of  others 


PERFORMANCE 
UP  DOWN 

▲  ▼ 

■ 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

COST  DRAG 
PER  $100 

PERFORMANCE 
UP  DOWN 

1  A  ▼ 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

COST  DR; 
PER  $10 

c 

C 

ABN  Amro  Growth-N 

-1.9% 

1.0% 

$  1.16 

: 

C 

American  Century  Equity  Growth-lnv 

2.5% 

7.3% 

$1.03 

•  B 

•A 

ABN  Amro  Mid  Cap-N 

10.1 

1.3 

1.49 

•  A 

American  Century  Equity  Inc-lnv 

8.7 

2.5 

1.13 

•  0 

•C 

ABN  Amro/Montag  &  Caldwell  Growth-N 

-3.0 

5.4 

1.12 

A 

F 

American  Century  Giffrust 

-4.4 

22.1 

0.88 

A 

D 

AIM  Aggressive  Growth  Fund-A 

-3.0 

5.6 

1.61 

C 

D 

American  Century  Growth-lnv 

-2.9 

4.8 

1.17 

•  D 

•  A 

AIM  Basic  Value  Fund-A 

3.8 

5.6 

1.32 

B 

C 

American  Century  Heritage-lnv 

-0.1 

22.2 

1.40 

C 

0 

AIM  Blue  Chip  Fund-A 

-5.2 

3.1 

1.52 

B 

c 

American  Century  Inc  &  Growth-lnv 

2.5 

4.8 

0.74 

•  B 

•  c 

I  

AIM  Capital  Development-A 

4.1 

9  6 

1.61 

•C 

•  A 

American  Century  Real  Estate-lnv 

19.7 

16.0 

1.75 

C 

D 

AIM  Charter  Fund-A 

-1.8 

4.9 

1.37 

D 

C 

American  Century  Select-lnv 

-3.1 

0.9 

1.09 

B 

D 

AIM  Constellation  Fund-A 

-3.1 

8.5 

1.41 

•C 

•  B 

American  Century  Strat  Alloc-Agg-lnv 

3.7 

7.7 

1.60 

A 

D 

AIM  Dynamics  Fund-A 

-5.2 

10.4 

1.24 

•  D 

•  B 

American  Century  Strat  Alloc-Mod-lnv 

4.4 

6.4 

107 

A 

A 

AIM  Energy  Fund-A 

15.5 

53.9 

1.54 

B 

D 

American  Century  Ultra-lnv 

-1.4 

2.1 

1.03 

C 

B 

AIM  Financial  Services-A 

2.3 

5.2 

1.51 

D 

A 

American  Century  Value  Fund-lnv 

8.8 

5.0 

119 

C 

B 

AIM  Leisure  Fund-A 

5.2 

-13 

1.42 

A 

D 

American  Century  Vista-lnv 

0.6 

8.9 

1.41 

C 

B 

AIM  Mid  Cap  Core  Equity-A 

6.8 

7.4 

1.44 

C 

B 

American  Funds  Amcap  Fund-A 

3.3 

7.0 

0.75 

c 

D 

AIM  Premier  Equity-A 

-3.6 

5.2 

1.49 

F 

A 

American  Funds  American  Mutual-A 

6.1 

4.9 

0.64 

•F 

•A 

AIM  Real  Estate  Fund-A 

21.0 

14,2 

1.43 

B 

B 

American  Funds  Fundamental  Inv-A 

4.6 

11.7 

0.72 

•A 

•  D 

AIM  Small  Cap  Growth-A 

0.0 

8.3 

163 

A 

C 

American  Funds  Growth  Fund  of  Amer-A 

3.1 

14.2 

0.81 

A 

D 

AIM  Summit  Fund 

-5.0 

11.5 

1.05 

C 

B 

American  Funds  Invest  Co  of  Amer-A 

3.9 

6.9 

0.63 

A-* 

F 

AIM  Technology  Fund-A 

-15.2 

1.8 

2.05 

B 

D 

American  Funds  New  Economy-A 

1.4 

12.2 

1.00 

B 

F 

AIM  Weingarten  Fund-A 

-7.4 

7.0 

1.62 

D 

B 

American  Funds  Washington  Mutual-A 

4.4 

3.5 

0.60 

A 

C 

Alger  Fund-MidCap  Growth-A 

3.0 

9.3 

1.83  p 

•  F 

•  B 

Ameristock  Fund 

1.1 

-2.9 

0.77 

D 

c 

Allegiant  Large  Cap  Growth-A 

-4.8 

5.3 

1.44 

D 

A* 

Ariel  Fund 

11.3 

0.9 

1.17 

•  D 

•  A 

Allegiant  Multi-Factor  Small  Cap  Val-A1 

11.6 

-1.4 

1.47 

D 

A* 

Ariel  Appreciation  Fund 

9.7 

2.9 

1.29 

C 

e 

AliianceBernstein  Growth  &  Inc-A 

2.0 

3.8 

117 

•  B 

•C 

Artisan  Small  Cap-lnv 

8.5 

7.0 

1.82 

B 

D 

AllianceBernstein  Growth-A 

-1.4 

11  6 

1.62 

B 

c 

Baron  Asset  Fund 

5.5 

12.5 

1.42 

B 

0 

AliianceBernstein  Large  Cap  Growth-A 

-4.9 

14.1 

1.71  p 

•B 

•B 

Baron  Growth  Fund 

11.7 

5.7 

1.55 

A 

D 

AllianceBernstein  Mid-Cap  Growth-A 

 r  

3.1 

6.7 

1.88  p 

D 

B 

BB&T  Large  Company  Value-A 

3.7 

7.5 

1.23 

•C 

•c 

Allianz  CCM  Capital  Apprec-A 

-09 

90 

1.11 

•  B 

•A 

BlackRock  Aurora-A 

10.5 

2.9 

1.68 

•B 

•  c 

Allianz  CCM  Mid-Cap-A 

2.2 

127 

1.11 

C 

C 

BlackRock  Index-A 

-0.2 

4.4 

0.70 

•  D 

•  A 

Allianz  NFJ  Small-Cap  Value-A 

16.6 

io  :< 

1.26 

C 

D 

BlackRock  Investment-A2 

-2.4 

3.6 

1.18 

B 

A 

Allianz  OCC  Renaissance-A 

9.3 

-3.6 

1.23 

F 

A 

BlackRock  Mid-Cap  Value-A3 

1.7 

9.4 

1.25 

B 

D 

Allianz  PEA  Growth-A 

-6.2 

5.6 

1.16 

A* 

E 

BlackRock  Small  Cap  Growth-A 

-3.1 

6.1 

2.34 

A 

o  '■■ 

Allianz  PEA  Target-A 

-3.7 

5.2 

1.21 

B 

C 

Brandywine  Fund 

1.1 

14.4 

2.05 

A 

A* 

Alpine  US  Real  Estate  Equity-Y 

29.1 

9.7 

131 

B 

c 

Brandywine  Blue 

2.2 

8.4 

1.99 

•  C 

|&B 

Amer  Beacon  Large  Cap  Value-PA 

8.6 

9.7 

1.03  p 

A* 

B 

Calamos  Growth-A 

7.3 

8.5 

1.36 

FOOTNOTES  PAGE  111 
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quality  of  investment  advice 


Time,  like  ali  valuable  resources,  is  finite.  And  it's  our  job  to  help  you  make  the  most  of  it.  By  providing  financial  solutions 
that  are  based  on  what  you  need,  instead  of  what  we  have  to  sell.  Adjusting  those  solutions  over  time,  as  your  needs 
change.  Using  our  resources  to  anticipate  the  opportunities,  and  minimize  the  risks.  And  organizing  financial  information 
in  a  way  that's  convenient  for  you.  So  you  can  get  the  most  out  of  all  your  assets.  Including  your  time.  If  you'd  like  to  know 
more  about  how  we  can  help,  call  William  Morrison  at  800-468-2352  or  visit  northerntrust.com. 

Northern  Trust 

Private  Banking  |  Asset  Management  |  Financial  Planning  |  Trust  Services  |  Estate  Planning  Services  |  Business  Banking 


Xerox  color  multi-function  systems  can  ta 
set  them  off,  all  from  one  launching  pi 

Xerox  color  is  a  blast.  And  Xerox  color  multi-function  prints,  copies,  scans,  faxes  and  e-mails,  you  get  color 

systems  are  here  to  bring  remarkable  power  to  everyone  truly  productive.  And  by  also  providing  those  functii 
in  your  office.  By  putting  color  into  one  system  that  in  black  and  white,  you'll  meet  all  your  document  1 


xerox.com/color  1-800-ask-xerox  ext.  COLOR 
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the  things  you  do  in  the  office  in  color  and 
'ox  Color.  It  makes  business  sense. 


ie  convenient  place.  Better  yet,  the  cost 
iness  is  spectacular.  Xerox  color  expertise 
fly  at  work  in  thousands  of  companies, 
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helping  offices  everywhere  reach  new  levels 
of  productivity.  Put  it  to  work  in  your  office,  and 
see  how  easily  it  can  expand  your  horizons. 
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PERFORMANCE 
UP  DOWN 

A  ▼ 

FUND 

ANNUAL  RETURN 
5-YEAR 
!  ANNUALIZED  1-YEAR 

COST  DRAG 
PER  $100 

PERFORMANCE 
up  nnwu 

A  ▼ 

- 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUAUZEO  1-YEAR 

COST  DW 
PER  $101 

D 

B 

Calvert  Social-Equity-A 

3.1% 

4.2% 

$1.32 

B 

C 

Excelsior  Small  Cap 

9.0% 

2.7% 

$1.23 

A' 

•  A 

CGM  Realty  Fund 

28  9 

27.0 

1.31p 

A 

C 

Excelsior  Value  &  Restructuring 

7.2 

10  0 

1.13 

F 

A* 

Clipper  Fund 

5  6 

-0.3 

1.13 

o 

A* 

FAM  Value  Fund 

11.0 

5.6 

1.23 

C 

A* 

Cohen  &  Steers  Realty  Shares 

19.0 

14.9  . 

1.15  p 

D 

B 

Federated  American  Leaders-A 

2  1 

4.7 

1.33 

B 

B 

Columbia  Acorn  Fund-A 

12  5 

12.8 

1.30 

C 

C 

Federated  Capital  Appreciation-A 

0.6 

1.9 

1.31 

•  B 

•  B 

Columbia  Acorn  USA  Fund-A 

13  7 

12  7 

1.61 

D 

C 

Federated  Equity  Income-A 

0.9 

3.3 

1.28 

D 

C 

Columbia  Common  Stock-A 

0  3 

11.1 

1.35 

A 

B 

Federated  Kaufmann-A 

9.3 

10.8 

2.31 

C 

D 

Columbia  Growth  Stock-A 

-8  3 

0.2 

1.92  p 

B  C 

Federated  Max-Cap  Index-lnst 

0.2 

4.7 

0.37 

C 

c 

Columbia  Large  Cap  Growth-A 

-4.0 

5.0 

1.28 

A 

D 

Federated  Mid-Cap  Growth  Strategies-A 

0  7 

12.8 

2.17 

•c 

•  c 

Columbia  Large  Cap  Index-A4 

0  0 

4.5 

0.39 

B 

B 

Federated  Mid-Cap  Index 

8.0 

12.0 

0.50 

C  B 

Columbia  Large  Cap  Value  A"1 

3  9 

8  9 

1.02 

D 

B 

Federated  Stock  Trust 

3.8 

5.1 

1.11 

B 

D 

Columbia  Marsico  Mid  Cap  Gr-A6 

-4  8 

4.8 

1.44  p 

C 

C 

Fidelity  Fund 

0.4 

7.5 

0  60 

B 

D 

Columbia  Midcap  Growth-A 

-0.8 

16.1 

1.68 

B 

D 

Fidelity  Adv  Equity  Growth-T 

-4.2 

5.2 

1.56 

D 

•  A 

Columbia  Real  Estate  Equity-A 

15  4 

7.0 

1.31 

D 

B 

Fidelity  Adv  Equity  Income-T 

4.7 

6.2 

1.39 

C 

A 

Columbia  Small  Cap  Core-A 

13  1 

6.0 

1.32 

•  D 

•  C 

Fidelity  Adv  Growth  &  Income-T 

0.3 

7.0 

1.36 

•  C 

•  B 

Columbia  Small  Cap  Index-A7 

10.0 

7.1 

0.46 

D 

D 

Fidelity  Adv  Growth  Oppors-T 

-0.3 

8.4 

1.46 

B 

A 

Columbia  Small  Cap  Value  l-A 

12.4 

5.3 

1.32 

•D 

•  B 

Fidelity  Adv  Health  Care-T 

-0.1 

16.0 

1.53 

B 

•  D 

Columbia  Young  Investor-A 

-2.9 

6.2 

1.38 

•C 

•  D 

Fidelity  Adv  Large  Cap-T 

-1.8 

11.0 

1.56 

•  C 

•  A 

CRM  Small  Cap  Value  Inv 

14.9 

10.4 

1.22 

•  B 

•  B 

Fidelity  Adv  Mid  Cap-T 

4.9 

8.2 

1.82 

B 

B 

Davis  Financial  Fund-A 

4.1 

8.0 

1.02 

•A 

•  F 

Fidelity  Adv  Technology-T 

-5.1 

10.3 

1.60 

B 

C 

Davis  Venture  Fund-A 

3.9 

10  7 

0.91 

B 

B 

Fidelity  Adv  Value  Strategies-T 

9.1 

2.2 

1.64 

A 

C 

Davis  Opportunity  A 

6  6 

8.3 

1.30 

A* 

F 

Fidelity  Aggressive  Growth  Fund 

-13.2 

7.2 

1.47 

C 

A* 

Davis  Real  Estate-A 

18.2 

12.8 

1.32 

D 

B 

Fidelity  Asset  Manager-Growth 

1.4 

3.8 

0.83 

A 

D 

Delaware  Growth  Opportunities-A 

1.3 

10.0 

1.82 

C 

D 

Fidelity  Blue  Chip  Growth 

-3.0 

4.0 

0  66 

D 

B 

Delaware  Large  Cap  Value-A 

2.4 

2.9 

1.16 

A 

D 

Fidelity  Capital  Appreciation 

5  4 

5.8 

1.17 

•  D 

•  A 

Delaware  REIT-A 

16  1 

6  5 

1.52 

B 

B 

Fidelity  Contraf  und 

6  2 

16.2 

1.08 

A* 

•  D 

Delaware  Select  Growth-A 

-2.5 

17.2 

1.52 

D 

D 

Fidelity  Destiny  Portfolio  1 

-0  8 

12.0 

0.64 

D 

A 

Delaware  Small  Cap  Value-A 

14.2 

8.6 

1.69 

C 

C 

Fidelity  Destiny  Portfolio  II 

0.9 

2.4 

1.59 

A 

D 

Delaware  Trend  Fund-A 

1.3 

5.1 

1.40 

C 

c 

Fidelity  Disciplined  Equity 

1.9 

10.3 

0.89 

B 

A 

Dodge  &  Cox  Stock  Fund 

11.0 

9.4 

0.57 

c 

B 



Fidelity  Dividend  Growth 

0.7 

3.5 

0.75 

C 

C 

Domini  Social  Equity 

-0.4 

2.0 

0.94 

0 

B 

Fidelity  Equity-Income 

3.8 

5.7 

0.76 

D 

B 

Dreyfus  Appreciation  Fund 

-0.4 

4.1 

0.97  p 

D 

B 

Fidelity  Equity-Income  II 

3.7 

4.6 

1.09 

B 

C 

Dreyfus  Basic  S&P  500 

0  3 

4.7 

0.21  p 

•  B 

•  B 

Fidelity  Export  &  Multinational 

7.3 

15  3 

1.14 

C 

C 

Dreyfus  Disciplined  Stock 

-1.2 

6.3 

1.10  p 

B  B 

Fidelity  Fifty  Fund 

4.8 

11  0 

0.97 

•  B 

•  C 

Dreyfus  Emerging  Leaders 

4.6 

9.2 

1.47  p 

D 

B 

Fidelity  Growth  &  Income 

-0  1 

2.7 

0.69 

A 

D 

Dreyfus  Founders  Discovery-A 

-3.8 

-0.7 

1.80 

A 

D 

Fidelity  Growth  Company 

-2.2 

13.5 

1.02 

D 

C 

Dreyfus  Fund 

0.0 

5.3 

0.94 

B 

D 

Fidelity  Independence 

-1.3 

10.6 

1.12 

D 

C 

Dreyfus  Growth  &  Income 

-0.3 

3.3 

1.18 

•C 

•D 

Fidelity  Large  Cap  Stock 

-2.0 

7.5 

0.78 

B 

B 

Dreyfus  Midcap  Index 

8  1 

12.0 

0.51  p 

B 

A* 

Fidelity  Low-Priced  Stock 

173 

8.7 

0.95 

•  A 

•  B 

Dreyfus  Midcap  Value 

9.2 

7.6 

1.16 

c 

c 

Fidelity  Magellan  Fund 

-0.8 

6.4 

0.61 

D 

B 

Dreyfus  Premier  Core  Value-A 

1.7 

5.2 

1.36  p 

A 

•  c 

Fidelity  Mid-Cap  Stock 

1  3 

16  1 

0.71 

B 

B 

Dreyfus  Premier  New  Leaders-A 

6.8 

14.4 

1.67  p 

A* 

D 

Fidelity  New  Millennium 

0.7 

10.1 

1.23 

C 

C 

Dreyfus  S&P  500  Index 

0.1 

4.4 

0.50  p 

A 

D 

Fidelity  OTC  Portfolio 

-1.4 

8.9 

0.81 

D 

A 

Eaton  Vance  Large-Cap  Value-A 

6.3 

11.5 

1.24 

C 

A* 

Fidelity  Real  Estate  Investment 

19.0 

14.9 

0.84 

•  D 

•C 

Eaton  Vance  Tax-Mgd  Growth  l.I-A 

0.3 

4.3 

0.81  p 

A 

D 

Fidelity  Select-Biotechnology 

-63 

8.8 

1.15 

B 

C 

Eaton  Vance  Utilities-A 

6.0 

20.2 

1.47  p 

A 

B 

Fidelity  Select-Brokerage  &  Inv 

8.6 

299 

1.18 

D 

c 

Enterprise  Growth  Fund-A 

-3.4 

5.0 

1.66 

A* 

F 

Fidelity  Select-Computers 

-7.2 

2.6 

1.89 

0 

B 

Enterprise  Small  Co  Valuc-A 

9.2 

2.7 

1.65 

B 

A 

Fidelity  Select-Defense  &  Aero 

129 

17.9 

1.18 

D 

B 

Evergreen  Equity  Income-A 

4.3 

3.5 

1.19 

A* 

Fidelity  Select-Electronics 

-5.4 

15.7 

1.18 

D 

C 

Evergreen  Fundamental  Large  Cap-A 

1.3 

7.6 

1.39 

A 

: 

Fidelity  Select-Energy 

13.9 

520 

1.25 

B 

'  c 

Evergreen  Growth  Fund-A 

2.6 

6.2 

1.28  p 

A*  B 

Fidelity  Select-Energy  Service 

11  9 

54  1 

1.09 

B 

Evergreen  Large  Cap  Equity-A 

0.8 

7.1 

1.18  p 

B 

A 

Fidelity  Select-Finl  Services 

4.7 

7.6 

1.21 

A 

D 

Evergreen  Mid  Cap  Growth-A 

0.5 

1.7 

1.39  p 

C 

B 

Fidelity  Select-Health  Care 

0.5 

16  9 

1.15 

B 

0 

Evergreen  Omega  Fund-A 

-1.1 

3.3 

169p 

D 

A* 

Fidelity  Select-Medical  Delivery 

160 

29.1 

1.60 

B 

A 

Evergreen  Special  Values-A 

14.5 

10.4 

1.35 

A 

A 

Fidelity  Select-  Natural  Gas 

13.0 

45  9 

1.51 
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rement  you've 


is  aims  to  turn  an  IRA  investment  into  the  retirement  you  desire.  For  over 
;ars,  intensive  Janus  research  has  been  spotting  investment  opportunities  for 
ong  haul.  The  retirement  you're  after  could  start  with  some  of  our  top  performing 
is  funds.  Put  Janus  to  work  in  your  IRA.  Talk  to  your  financial  advisor  today. 


JANUS 


janus.com 


your  sights  on  a  sampling  of  our  peer-beating  funds 


(inception  date] 
ory 


ius  Contrarian  Fund23 12/001 

i-Cap  Core  Funds 

ius  Core  Equity  Fund  (6/96) 

|e-Cap  Core  Funds 

ius  Growth  and  Income  Fund  [5/91] 

e-Cap  Core  Funds 

ius  Orion  Fund3  (6/001 


ius  Adviser  Forty  Fund-S  Shan 

e-Cap  Growth  Funds 


Lipper  Quartile  Rankings  as  of  11/30/05,  based  on  total  returns 

Life  of  Fund 


1-Year 


3-Year 


r  ranks  Janus  Contrarian  Fund  in  the  1st  quartile.  A2  of  407  for  the  5-year  period, 
r  ranks  Janus  Core  Equity  Fund  in  the  1st  quartile,  37  of  608  for  the  5-year  period. 

r  ranks  Janus  Growth  and  Income  Fund  in  the  2nd  and  1st  quartile,  170  of  608  and  5  of  225  for  the  5-  and  10-year  periods,  respectively. 

r  ranks  Janus  Orion  Fund  in  the  1st  quartile,  23  of  266  for  the  5-year  period. 

r  ranks  Janus  Adviser  Forty  Fund-S  Shares  in  the  1  st  quartile,  21  of  459  for  the  5-year  period. 


presented  reflects  past  performance,  which  is  no  guarantee  of  future  results.  Investment  results  and  principal  value  will  fluctuate  so  that  shares,  when 
Tied,  may  he  worth  more  or  less  than  their  original  cost.  Due  to  market  volatility,  current  performance  may  be  higher  or  lower  than  the  performance 
i.  Call  jour  financial  advisor  or  Janus  or  visit  janus.com  for  performance  current  to  the  most  recent  month-end. 

•  consider  the  charges,  risks,  expenses  and  investment  objectives  carefully  before  investing.  For  a  prospectus  containing  this  and  other  information, 
1  call  Janus  or  download  the  file  from  janus.com.  Read  it  carefully  beforejou  invest  or  send  money.  There  is  no  guarantee  that  stated  objectives  will 
lieved. 

d's  performance  may  be  affected  by  risks  that  include  those  associated  with  non-diversification,  investments  in  foreign  securities,  non-investment  grade 
ecurities,  undervalued  companies  or  companies  with  a  relatively  small  market  capitalization.  Please  see  a  Janus  prospectus  for  more  detailed  information, 
date  of  since-inception  Lipper  rankings  is  slightly  different  from  when  the  fund  began  operation  since  Lipper  provides  fund  rankings  as  of  the  last  day  of 
onth  or  the  first  Thursday  after  fund  inception.  Lipper  Inc.  -  A  Reuters  Company,  is  a  nationally  recognized  organization  that  ranks  the  performance  of 
il  funds  within  a  universe  of  funds  that  have  similar  investment  objectives.  Rankings  are  historical  with  capital  gains  and  dividends  reinvested, 
-ns  have  sustained  significant  gains  due  to  investments  in  India.  As  of  9/30/05,  the  fund  held  approximately  20%  of  its  assets  in  Indian  securities.  A.  a 
,  returns  and  NAV  may  be  affected  to  a  large  degree  by  fluctuations  in  currency  exchange  rates  or  political  or  economic  conditions  in  India.  Holdings  are 
:t  to  change  without  notice. 

Fund  may  have  significant  exposure  to  emerging  markets  which  may  lead  to  greater  price  volatility, 
ing  is  for  the  S  share  class  only;  other  classes  may  have  different  performance  characteristics, 
rns  have  sustained  significant  gains  due  to  market  volatility  in  the  health  care  sector, 
i  distributed  by  Janus  Distributors  LLC  (12/05). 
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PERFORMANCE 
UP  DOWN 

A  T 

FUND 

;  ANNUAL  RETURN 
]  5-YEAR 

i  ANNUALIZED  1-YEAR 

COST  DRAG 
PER  $100 

PERFORMANCE 
UP  DOWN 

▲  T 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

COST  DF 
PER  $IC 

A* 

n 
u 

r lufjiiiy  oun,L(  out twot c/ wunip 

0.7% 

0.0% 

$127  p 

D 

B 

Harbor  Large  Cap  Valuc-lnv 

4.7% 

5.0% 

$1.11 

£ 

Firinlifu  ^splnrt— TprhnnlfiCv 
riuuiny             i     i pmi imug j 

-6.5 

4.9 

1  R7 
1.3/ 

•  B 

•  B 

Harris  Insight  Small-Cap  Opp-N 

8.5 

4.3 

1.4: 

n 

g 

Flriolitv  *^ni"»II  Pan  lnrif»fiPnHf»nrp 

7.7 

11.0 

X  CO 

•  A 

.  c 

Hartford  Capital  Appreciation-A 

6  5 

15  1 

1.6: 

g 



FiriVhtv  Qmrt^n  ^fiD  Inrfpy-lnu 

0.4 

4.9 

n  in 

•  D 

•  B 

Hartford  Dividend  &.  Growth-A 

4  0 

5  4 

1  3". 

Firialitv  ^tnrk  ^plppfnr 

0.6 

9.0 

1  99  n 
X.c.e.  p 

B 

c 

Hartford  Growth-A 

-0  2 

4  1 

1.6- 

Q 

/-'iHnlitu  Trpnrl  Fnnri 

•   1   .  i_ 1 1 1  y    IICIIU  1  UIIU 

1.0 

7.4 

1  nn 

A 

D 

Hartford  Growth  Opportunities-A 

0  9 

15.6 

2.0! 

g 

Firiplitv  lltilitip*?  Fund 

0.0 

9.9 

1  DP  n 

1  uo  p 

.c 

.  C 

Hartford  Stock  Fund-A 

-1.7 

8.8 

1.51 

c 

A 

Fidelity  Value  Fund 

13.7 

14.3 

1  09  p 

B 

A 

Heartland  Value  Fund 

16.8 

2.0 

1.71 

•  D 

•  B 

Fifth  Third  Disciplined  Large  Cap  Val-A 

3.8 

5.7 

1  42 

•  B 

•  A 

Hennessy  Cornerstone  Growth 

15.3 

12.0 

1.6! 

c 

rj 

Fifth  Third  Qualify  Growth-A 

-4.5 

6.0 

i  JO 

B 

— — 

c 

Heritage  Capital  Appreciation-A 

0  8 

5.2 

1.3: 

B 

First  American  Equity  Income-A 

2.4 

4.7 

1.27  p 

c 

A 

Hotchkis  &  Wiley  Large  Cap  Value-A 

12.9 

6.1 

1.2- 

c 

First  American  Epuity  Index  A 

0.0 

4  4 

U.DO  [J 

B 

A« 

Hotchkis  &  Wiley  Small  Cap  Value-A 

25.0 

11.0 

1.3: 

o 

Firot  Amrriran  Larfp  Pan  Rrr»wth-A 

1   M  31  nlllClll-ail  L'JI  gl.               UlUnlll  n 

-3.6 

6.8 

•  C 

•  B 

ICAP  Equity 

3.6 

10.9 

0.91 

0 

B 

First  American  Large  Cap  Value-A 

2.0 

7.0 

1  *»9  n 

A 

D 

Ivy  Small  Cap  Growth-A 

5.1 

12.4 

1.8! 

g 

B 

First  American  Mid  Cap  Growth~A 

8.1 

12.2 

1  RQ 

J..D5J 

c 

c 

IXIS  CGM  Advisor  Targeted  Equity-A 

1.9 

13.2 

2.0! 

c 

A 

First  American  Mid  Cap  Value-A 

10.7 

12.3 

1  AQ 

•  B 

•C 

IXIS  US  Diversified  Portfolio-A 

2.8 

7.6 

1.91 

•  c 

•  A 

First  American  Real  Estate-A 

19.6 

15.0 

•  B 

•  c 

Janus  Core  Equity 

3.3 

16.4 

l.i: 

B 

B 

First  American  Small  Cap  Select~A 

10.7 

8.5 

1  U.9 

A* 

F 

Janus  Enterprise  Fund 

-4.7 

11.4 

1.0' 

c 

A 

First  Eagle  Fund  of  America-A 

8.6 

6.6 

1  <*1 

B  D 

Janus  Fund 

-5.2 

4.0 

0.9: 

c 

c 

First  Investors  Growth  &  Income-A 

0.0 

6.7 

1  79  n 
X.  /  c.  p 

A 

C 

Janus  Growth  &  Income 

1.1 

12.5 

0.9' 

•  A 

•  B 

FMI  Focus  Fund 

5.8 

4.9 

1  71 

X  /  X 

A 

D 

Janus  Mercury  Fund 

-4.9 

6.8 

0.9! 

B 

A 

FPA  Capital  Fund 

19.3 

16.5 

u.ao 

•A 

•0 

Janus  Olympus  Fund 

-4.4 

14.2 

1.01 

0 

A« 

Franklin  Balance  Sheet  Invest-A 

14.8 

10.9 

0.96  p 

C 

A 

Janus  Small  Cap  Value-lnv 

11.4 

8.9 

1.01 

B 

D 

Franklin  Capital  Growth-A 

-4.4 

1.0 

n  Qft 

A 

D 

Janus  Twenty  Fund 

-1.8 

9.4 

0.91 

B  C 

Franklin  DynaTech  Fund-A 

2.2 

7.2 

1  07  n 
X-U  f  p 

A 

D 

Janus  Venture  Fund 

3.6 

1.6 

0.9: 

E 

r 

A 

A 

Franklin  Equity  Income-A 

3.6 

3.2 

1  n& 

X  UH 

C  B 

Jennison  Blend  Fund-A 

2.8 

17.7 

0.9! 

A 
A 

n 
u 

Franklin  Flex  Cap  Growth-A 

-0.6 

6.2 

1  nfi 

X.  UD 

•  D 

•A 

Jennison  Equity  Opportunity-A 

6.4 

5.2 

1.4' 

o 

C 

Franklin  Growth  Fund-A 

1.1 

8.4 

0.98  p 

•B 

•  D 

Jennison  Growth-A 

-2.1 

13.9 

1.2' 

D 

A 

Franklin  Mutual-Beacon- A 

8.5 

8.9 

1.27  p 

C  B 

Jennison  Small  Company-A 

11.7 

14.4 

1.51 

D 

A 

Franklin  Mutual-Qualified-A 

9.5 

10.8 

1.25  p 

•A 

•  D 

Jennison  US  Emerging  Growth-A 

1.2 

17.2 

1.9! 

D 

A 

Franklin  Mutual-Shares-A 

8.2 

10.0 

1  25  p 

A 

B 

Jennison  Utility  Fund-A 

6.0 

30  3 

1.01 

D 

A* 

Franklin  Real  Estate  Secs-A 

17.7 

13.2 

0.92 

C 

B 

Jennison  Value-A 

5.4 

16.2 

1.2! 

F 

A 

Franklin  Rising  Dividends  A 

9.2 

2.3 

1.16  p 

D 

B 

Jensen  Portfolio-J 

1.6 

-1.4 

0.81 

•C 

•A 

Franklin  Small  Cap  Value-A 

13.4 

9.1 

1.41 

B 

c 

JP  Morgan  Capital  Growth-A 

3.7 

9.8 

1.6: 

A* 

D 

Franklin  Small-Mid  Cap  Growth-A 

-0.8 

10.5 

0.97 

B 

c 

JP  Morgan  Diversified  Mid  Cap  Gr-A 

2.2 

10.6 

1.2- 

F 

A 

Franklin  Utilities  Fund-A 

6.0 

10.7 

0.87  p 

D 

A 

JP  Morgan  Diversified  Mid  Cap  Val-A 

8.8 

9.6 

1.2't 

C 

B 

Gabelli  Asset  Fund-AAA 

6.4 

4  4 

1.41 

C 

C 

.IP  Mnrp^n  Fmiitv  InnVv-A 

\J  ■     muigall  b>l|Uliy  MIUtA  M 

0.0 

4.5 

0.4! 

D 

A 

Gabelli  Equity  Income-AAA 

7.1 

6.4 

1.56 

D 

c 

■  IP  Mnrpan  firnwrh  JL  Inrnmp-A 

wi     IVIU  1  gal  ■  U(  UVYI  II  Qt  1 1  ItUI  1 IC  M 

1.2 

3.7 

1.31 

B 

D 

Gabelli  Growth  Fund-AAA 

-5.3 

10.3 

1.62 

C 

B 

JP  Morgan  Intrepid  Mid  Cap-A 

6.3 

17.2 

1.2: 

C 

A 

Gabelli  Small  Cap  Growth-AAA 

11  9 

5.9 

1.47 

•  D 

•  B 

.IP  MnrPan  Invpctnr  ftrnu/th-A 
or  mui  gall  nivcoiui  uiumii  M 

2.5 

6.8 

0.51 

c 

B 

Gabelli  Value  Fund-A 

5.7 

0.0 

1.46 

•  D 
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3.2 

5.5 

0.41 
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B 
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7.1 

1.44 
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-4.2 

4.7 

1.2- 

F 

B 

Gateway  Fund 

2.8 

4.7 

1.19 

D 

C 

.IP  MnrCan  1  arop  Pan  Value -A 

n  r 

U.D 

1  R 
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l.i: 

c 

C 

Goldman  Sachs  Capital  Growth-A 

-2.6 

2.4 

1.39 

B 

C 
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4.8 

6.4 

1.2' 

B 

C 

Goldman  Sachs  Core  US  Equity-A 

2.0 

6.6 

1.13  p 

•C 

•A 

.IP  MnrCan  Qmall  Pan  \/aliio-A 
Jr  muigall  Olllall  L-dp  VdlUc  M 

1  A  R 

6  7 

1  2: 

0 

B 

Goldman  Sachs  Growth  &  Inc-A 

3.9 

3.7 

1.19 

•  c 

•A 

.IP  MnrPin  li^  final  Fctat<*-A 

1  7Q 

15  8 

1.5! 

D 

A* 

Goldman  Sachs  Small  Cap  Value-A 

14.4 

3.2 

1.48 
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X  /.0 

XD.X 

•C 

•A 
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•  D 
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Hancock  Financial  Industries-A 

0.9 

10.0 

1.54 
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X.o. 
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Hancock  Regional  Bank-A 

8.1 
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•C 
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Q  Q 
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A 
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Hancock  Small  Cap  Growth-A 
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A 
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Legg  Mason  Special  Investment-P 
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Hancock  Sovereign  Investors-A 

-0.3 

2.3 

1.26 
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c 

Legg  Mason  Value  Trust-P 

4.5 

5.3 

1.7: 

•  D 

Hancock  US  Global  Leaders  Growth-A 

1.0 

2.2 

1.42 
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A 

Longleaf  Partners  Fund 

8.6 

3.6 

0.9! 
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i 

Harbor  Capital  Appreciation-lnv 

-1.8 

13.5 

1.27 

C 

A 

Longleaf  Partners  Small-Cap 

13.2 

10.7 

1.0' 
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UND  SURVEY  STOCK 


ERFORMANCE 

ANNUA!  RFT11RN 

PERFORMANCE 

flFTHRN 

UP 

DOWN 

5-YEAR 

COST  DRAG 

UP 

DOWN 

5-YEAR 

COST  DRAG 

T 

FUND 

ANNUALIZE! 

1-YEAR 

PER  $100 

. 

▼ 

FUND 

ANNUAUZE 

0  1-YEAR 

PER  SiOO 

r» 
1/ 

A 
A 

Loomis  Sayles  Small  Cap  Value-R 

11.2% 

6.0% 

$1.41 

C 

A 

NB  Genesis  Fund-lnv 

14.6%  16.4% 

$1.0S 

p 

R 

Lord  Abbett  Affiliated  Fund-A 

2.6 

3.3 

0.92 

C 

C 

NB  Guardian  Fund-lnv 

4.4 

8.4 

0.97 

p 

O 
D 

Lord  Abbett  All  Value-A 

5.7 

5.5 

1.38 

B 

B 

NB  Partners  Fund-lnv 

6.9 

18.0 

1.03 

A 

u 

Lord  Abbett  Developing  Growth-A 

1.7 

11.9 

1.2.0 

C 

•  B 

NB  Socially  Responsive-lnv 

6.5 

7.6 

1.12 

•  I* 

•  u 

Lord  Abbett  Growth  Oppors-A 

0.3 

4.2 

2.05  p 

D 

C 

Nicholas  Fund 

1.1 

5.6 

0.82 

P 

b 

Lord  Abbett  Large-Cap  Core-A 

1.5 

1.4 

1.49 

D 

B 

Nicholas  II  I 

4.1 

5.9 

0.75  p 

U 

A+ 

Lord  Abbett  Mid-Cap  Value-A 

10.3 

8.2 

1.28  p 

C 

•  C 

Northern  Growth  Equity 

-1.8 

5.9 

1.00 

•  A 

Lord  Abbett  Small-Cap  Value-A 

14.0 

13.2 

1.70p 

C 

•  B 

Northern  Small  Cap  Value 

13  2 

8.1 

1.00 

c 

0 

MainStay  Capital  Appreciation-A 

-6.0 

8.0 

1.33 

•  D 

•  B 

Nuveen  Large-Cap  Value  Fund-A 

2.8 

9.8 

1.31 

c 

c 

MainStay  Equity  Index-A 

-0.2 

4.3 

0.97 

F 

A 

Oakmark  Fund-I 

6.9 

-1.3 

1.14  p 

B  B 

MainStay  MAP  Fund-A 

7.3 

8.5 

1.54 

•  C 

•  A 

Oakmark  Select  Fund-I 

104 

4.8 

1.06 

B 

c 

MainStay  S&P  500  Index-A 

0.2 

4.2 

0.59 

A 

F 

Old  Mutual  Growth-Z9 

-7.3 

11.2 

2.19 

B 

A 

MainStay  Small  Cap  Opportunity-A 

18.6 

10.7 

2.38 

•  B 

•  B 

Olstein  Financial  Alert 

8.0 

2.8 

2.17 

D 

B 

MainStay  Value  Fund-A 

2.7 

5.7 

1.43 

B 

C 

Oppenheimer  Capital  Apprec-A 

-1.5 

4.7 

1.18  p 

C 

A 

Mairs  &  Power  Growth  Fund 

8.8 

4.4 

0.79 

B 

D 

Oppenheimer  Discovery  Fund-A 

-0.4 

1.3 

1.76 

A 

C 

Managers  Special  Equity-Mgrs 

4.1 

4.0 

1.75  p 

C 

C 

Oppenheimer  Equity  Fund-A 

2.2 

8.2 

1.12 

D 

A 

Marshall  Mid-Cap  Value-Y 

12.9 

7.2 

1.39  p 

U 

D 

Oppenheimer  Growth  Fund-A 

-5.6 

8.9 

1.38p 

B 

D 

Mass  Investors  Growth  Stock-A 

-5.5 

3.9 

1.75  p 

D 

C 

Oppenheimer  Main  Street-A 

1.2 

5.7 

1.13 

C 

C 

Mass  Investors  Trust-A 

-0.9 

7.3 

1.14 

D 

B 

Oppenheimer  Quest  Value-A 

2.5 

6.0 

1.40 

•  F 

•A 

MassMutual  Premier  Value-L 

5.3 

1.6 

0.88 

C 

A 

Oppenheimer  Small  &  Mid  Cap  Val-A 

16.0 

11.7 

1.73 

•  C 

•  B 

Masters'  Select  Equity  Fund 

4.4 

5.0 

1.39 

C 

B 

Oppenheimer  Value-A 

7.8 

6.5 

1.37 

F 

A 

Merger  Fund 

2.0 

0.8 

2.11  p 

D 

B 

Parnassus  Equity  Income 

6.6 

2.6 

1.25 

D 

A 

Meridian  Growth 

9.9 

0.3 

1.04  p 

C 

A 

Pennsylvania  Mutual-lnv 

15.3 

12.5 

0.91  p 

B 

•A 

Meridian  Value  Fund 

9.1 

29 

1.0a 

D 

D 

Phoenix  Capital  Growth-A 

-8.0 

3.5 

1.34 

F 

B 

Merrill  Balanced  Capital-A 

2.2 

4.0 

0.83 

•  C 

•  A 

Phoenix  Real  Estate  Secs-A 

19.9 

14.4 

1.28 

D 

B 

Merrill  Basic  Value-A 

4.5 

3.6 

1.00 

D 

B 

Pioneer  Equity  Income-A 

3.5 

5.5 

1.13  p 

0 

A 

Merrill  Equity  Dividend-A 

6.6 

12  3 

1.14 

C 

C 

Pioneer  Fund-A 

1.0 

6.4 

1.10 

B 

0 

Merrill  Fundamental  Growth-A 

-3.2 

9.0 

1.39  p 

C 

D 

Pioneer  Growth  Shares-A 

-6.1 

3.2 

1.71 

C 

B 

Merrill  Healthcare-A 

3.1 

14.2 

2.07 

U 

n 
U 

Pioneer  Mid  Cap  Growth-A 

-0.7 

3.0 

1.07  p 

B 

A 

Merrill  Value  Opportunities-A 

12.1 

9.8 

1.58 

C 

A 

Pioneer  Mid  Cap  Value-A 

10.7 

7.7 

1.42  p 

B 

0 

MFS  Capital  Opportunities-A 

-5.4 

1.3 

1.46 

D 

n 
D 

Pioneer  Value-A 

3.7 

5.7 

1.15  p 

•  B 

•  D 

MFS  Core  Growth-A 

-5.0 

6.4 

2.25p 

B 

U 

T  Rowe  Price  Blue  Chip  Growth 

-0.5 

5.9 

0.97 

A 

F 

MFS  Emerging  Growth-A 

-5.0 

8.7 

1.57 

F 

A+ 

T  Rowe  Price  Capital  Appreciation 

11.4 

6.9 

0.S9p 

A 

D 

MFS  Mid  Cap  Growth-A 

-7.4 

2.7 

1.74  p 

D 

B 

T  Rowe  Price  Dividend  Growth 

2.6 

3.3 

0.83 

•  B 

•C 

MFS  New  Oiscovery-A 

-1.1 

4.6 

1.98  p 

n 

u 

A 

A 

T  Rowe  Price  Equity  Income 

5.9 

4.3 

0.80  p 

B 

D 

MFS  Research  Fund-A 

-1.8 

7.6 

1.41  p 

n 
D 

c 

T  Rowe  Price  Equity  Index  500 

0.3 

4.6 

0.36  p 

•  B 

•  D 

MFS  Strategic  Growth-A 

-6.3 

1.3 

1.58  p 

D 

D 

T  Rowe  Price  Growth  &  Income 

1.7 

2.6 

0.91 

A 

C 

MFS  Utilities-A 

3.2 

16.8 

1.49 

B 

C 

T  Rowe  Price  Growth  Stock 

1.4 

6.6 

0.88  p 

•  D 

•A 

MFS  Value-A 

3.9 

6.2 

1.36  p 

•  B 

•  B 

T  Rowe  Price  Health  Sciences 

4.2 

13.5 

1.26  p 

•  B 

•  B 

MidCap  SPDRs 

8.3 

12  2 

0.25 

A+ 

n 
U 

T  Rowe  Price  Media  &  Telecom 

9.2 

18.1 

1.52  p 

C 

D 

MS  American  Opportunities-A 

-3.4 

14.2 

1.69  p 

A 

A 

n 
D 

T  Rowe  Price  Mid-Cap  Growth 

7.9 

14.8 

1.02  p 

A* 

D 

MS  Developing  Growth-A 

1.5 

18.2 

1.88  p 

_  r\ 
•  L. 

■  A 

•  A 

T  Rowe  Price  Mid-Cap  Value 

13.8 

7.7 

1.18p 

D 

B 

MS  Dividend  Growth-A 

1.6 

5.1 

0.91 

B 

n 
U 

T  Rowe  Price  New  America  Growth 

-0.3 

4.3 

1.11  p 

c 

B 

MS  Equally  Weighted  S&P  500-A 

7.0 

7.5 

0.70 

B 

A 

A 

T  Rowe  Price  New  Era 

15.1 

29.9 

0.81 

B  D 

MS  Growth  Fund-A 

-0.8 

15.5 

1.54p 

A 

n 
U 

T  Rowe  Price  New  Horizons 

7.0 

11.9 

1.12  p 

•C 

•A 

MS  Special  Value-A 

11.7 

7.9 

1.27 

•  D 

•B 

T  Rowe  Price  Personal  Strategy  Growth 

5.7 

7.6 

0.99 

D 

B 

MS  Strategist-A 

2.5 

7.8 

0.93 

A* 

F 

T  Rowe  Price  Science  &  Tech 

-11.3 

2.5 

1.21 

D 

C 

MS  Utilities-A 

0.4 

15.1 

1.14 

B  B 

T  Rowe  Price  Small-Cap  Stock 

9.3 

8.4 

1.07  p 

A 

B 

Muhlenkamp  Fund 

11.7 

7.9 

1.18  p 

C 

A* 

T  Rowe  Price  Small-Cap  Value 

174 

8.7 

0.94  p 

C 

C 

Munder  Index  500-A 

-0.1 

4.3 

0.65 

B 

C 

T  Rowe  Price  Spectrum  Growth 

4.6 

9.5 

0.86 

•A 

•  F 

Munder  Internet-A 

-9.9 

8.1 

2.29 

•  D 

•  B 

T  Rowe  Price  Value  Fund 

62 

6.3 

1.05  p 

•A 

•  C 

Munder  Micro-Cap  Equity  A 

15.3 

11.4 

1  74 

D 

D 

Principal  Large  Cap  Growth-A 

-4.7 

11.2 

1.28  p 

•B 

•A 

Munder  Small-Cap  Value-A 

18.3 

7.9 

1.33 

D 

B 

Principal  Large  Cap  Value-A10 

2.9 

5.1 

1  48  p 

0 

A 

NB  Fasciano  Fund-lnv 

7.4 

2.6 

1.28 

C 

B 

Principal  MidCap  Blend-A 

7.6 

7.0 

1.19  p 

A 

D 

NB  Focus  Fund-lnv 

0.5 

0.0 

0.95 

c 

•C 

Putnam  Asset  Alloc  Growth-A 

4.2 

106 

132 
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FUND  SURVEY  STOCK 


ANNUAL  RETURN 
5-YEAR  COST  DRAG 

FUND  ANNUALIZED  1-YEAR    PER  $100 


raVOMMNCEl 
UP     DOWN  | 

▲  ▼ 


ANNUAL  RETURN 
I   5-YEAR  COST  DRAG 

'ANNUALIZED  1-YEAR     PER  $100 


8 

c 

Putnam  Capital  Apprcciation-A 

0.3% 

7.8% 

$1.56 

•  F 

•  B 

Putnam  Classic  Equity-A 

1.4 

4.7 

130 

A 

F 

Putnam  Discovery  Growth-A 

-5.7 

68 

1.72p 

D 

A 

Putnam  Equity  Income-A 

5.2 

5.7  • 

1.25  p 

D 

B 

Putnam  Fund  for  Growth  &  Inc-A 

2.4 

5.1 

0.96 

B 

B 

Putnam  Global  Natural  Resource: 

-A 

12  9 

35.7 

1.22 

•C 

•0 

Putnam  Growth  Opportunities  A 

-9.2 

3.7 

1.37 

C 

B 

Putnam  Heaith  Sciences-A 

-1.6 

13.6 

1.13 

B 

0 

Putnam  Investors  Fund-A 

/ 

-2.1 

8.8 

1.35 

A 

F 

Putnam  New  Opportunities-A 

-4.9 

9.9 

1.12 

•  n 

•  A 

Putnam  New  Valuc-A  / 

7.1 

5.8 

119 

A* 

F 

Putnam  OTC  &  Emerging  Growth-A 

-10.7 

78 

1.40 

•  c 

•C 

Putnam  Research  Fund-A  j 

-2.3 

5.0 

1.19 

D 

C 

Putnam  Utilities  Growth  &  Inc-A 

-0.6 

8.7 

1.44 

A 

D 

Putnam  Vista  Fund-A 

-3* 

12.2 

1.10 

B 

D 

Putnam  Voyager  Fund-A 

5.5 

1.06 

A 

•  8 

 +—  

Rainier  Small/Mid  Cap/Equity 

9.2 

/ 

17.5 

1.68  p 

B  B 

RiverSource  Diversified  Equity  Inc-A11 

J 

133  1.14 

D 

C 

RiverSource  Dividend  Opportunity-A12 

-4- 

7.4 

\h 

12 

C 

C 

RiverSource  Equity  Value-A13 

3.7 

11.8 

— \ — 
1 

18 

B 

0 

RiverSource  Growth-A14 

-5.8 

8.4 

71 

B 

c 

RiverSource  Mid  Cap  Growth-A1'' 

2.2 

9.9 

1 

f  

12  p 

C 

c 

RiverSource  New  Dimensions-A16 

-3.0 

0.9 

1.17 

•c 

•B 

RiverSource  Small  Co  Index-A17 

9.7 

6.8 

0.91  p 

0 

C 

RiverSource  Stock-A18  / 

-1.0 

5.8 

1.06 

A 

F 

RiverSource  Strategy  Aggressive-Ais 

-7.1 

9.4 

1.40  p 

e 

A 

Roycc  Low  Priced  Stock-lnv 

134 

9.7 

1.72 

ft  A 

Royce  Micro-Cap  Fund-lnv 

16.0 

11.5 

1.86  p 

•  A     •  B 

Roycc  Opportunity-lnv 

15.7 

4.8 

1.75  p 

B 

A 

Royce  Premier-lnv 

15.1 

17.1 

1.28p 

0 

A* 

Royce  Total  Return-lnv 

13.3 

8.2 

1.31  p 

A» 

F 

RS  Emerging  Growth 

-5.8 

0.7 

2.45  p 

•  B 

•A 

RS  Partners  Fund 

23  6 

11.9 

2.23  p 

C 

C 

Russell  Diversified  Equity-S 

0.3 

7.6 

1.25 

c 

c 

Russell  Quantitative  Equity-S 

0.9 

6.2 

1.11 

c 

A* 

Russell  Real  Estate  Sec-S 

18.4 

12.6 

1.23 

8 

B 

Russell  Special  Growth-S 

7.0 

6.3 

1.60 

A* 

•F 

Rydex  OTC-lnv 

-8.2 

1.3 

1.33  p 

A 

B 

Salomon  pros  Capital-A 

6.2 

7.5 

1.41  p 

C 

B 

Salomon  Bros  Investors  Value-A 

2.9 

6.1 

1.02 

A 

D 

Salomon  Brothers  Small  Cap  Growth-A20 

2.7 

4.8 

1.22 

•  B 

•C 

Schwab  Core  Equity 

11 

9.4 

0.81 

•  0 

•B 

Schwab  MarketTrack  Growth 

3.0 

5.7 

0.73 

•  C 

•C 

Schwab  S&P  500  Fund-Sel 

0.4 

4.8 

0.19  p 

B 

C 

Schwab  Small  Cap  Index-Sel 

6.2 

4.9 

0.51  p 

C 

C       Sc udder  Blue  Chip  A 

05 

7.2 

1.35  p 

C 

D  |  Scudder  Capital  Growth-A 

-4.0 

8.2 

1.29 

c 

A 

Scudder-Dreman  High  Return  Equity-A 

5.8 

7.7 

1.19  p 

8 

A 

Scudder-Dreman  Small  Cap  Value-A 

14.9 

9.7 

1.60 

B 

C 

Scudder  Equity  500  Index-lnv 

0.3 

4.7 

0.27 

D 

C 

Scudder  Growth  &  Income-A 

-0.5 

5.6 

1.15  p 

D 

A 

Scudder  Large  Cap  Valuc-A 

4.9 

1.9 

1.33p 

A 

D 

Scudder  Mid  Cap  Growth-A 

1.7 

12.2 

1.58  p 

A 

C 

Scudder  Small  Cap  Growth-A 

0.9 

6.9 

1.64 

A* 

F 

Scudder  Technology-A 

-9.0 

3.6 

1.47 
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A  ▼ 


B 

c 

Selected  American  Shares-S 

3.5% 

9.9% 

$0.94 

A 

D 

Seligman  Capital  Fund-A 

-1.6 

11  5 

2.37 

A* 

0 

Seligman  Commun  &  Info-A 

20 

7.4  j 

1.98 

D 

B 

Sentinel  Common  Stock-A 

2.6 

7.2  / 

1.22 

C 

A 

Sentinel  Small  Company-A  y 

92 

79 

1.32 

D 

A* 

Sequoia  Fund 

7.3 

78 

1.01 

0 

A. 

Skyline  Special  Equities 

14.0 

 T  

10.9 

1.66 

A 

C 

SB  Aggressive  Growth-A 

12.5 

1.19 

• 

D 

•C 

SB  Allocation  Gfowtti-A 

/~1.3 

4.1 

1.60 

• 

C 

•  c 

SB  Allocation  High  Growth-A 

1.2 

5.5 

1.81 

D 

B 

SB  Appreciation  Fund-A 

26 

4.1 

1.04 

D 

B 

SB  Capital  &  Income-SB  A 

60 

7.1 

1.09 

D 

C 

SB  Dividend  Strategy-A 

-5.0 

-0.9 

1.80  p 

C 

c 

SB  Fundamental  Value-A 

1.3 

4.0 

1.18 

D 

c 

SB  Growth  &  Income-SB  A 

-0.2 

3.3 

1.44 

(d 

B 

SB  Large  Cap  Value-A 

0.4 

6.0 

1.07 

c 

B 

Sound  Shore  Fund  6.4 

6.8 

1.20  p 

c 

C 

SPDRs 

0.1 

4.4 

0.11 

B 

c 

SSgA  S&P  500  Index 

0.4 

4.7 

0.16 

~T 

SSgA  Small  Cap 

8.8 

5.7 

1.58p 

F 

J 

STI  Classic  Capital  Appreciation-A 

 +  

-2.5 

-1.8 

1.86 

C 

B 

STI  Classic  Large  Cap  Relative  Val-A 

3.6 

9.3 

1.32 

D 

B 

STI  Classic  Large  Cap  Value  Equity-A 

4.0 

3.4 

120 

A 

D 

TA  IDEX  Janus  Growth-A 

-3.8 

9.5 

1.73p 

D 

A 

TCW  Galileo  Dividend  Focused-N 

1.7 

3.0 

1.48  p 

B 

8 

Third  Avenue  Value 

12.0 

16.5 

1.17 

C 

A 

Thompson  Plumb  Growth  Fund 

4.9 

-2.4 

1.26  p 

• 

B 

•  C 

Thornburg  Value  Fund-A 

1.8 

9.5 

1.54 

c 

c 

Thrivent  Large  Cap  Stock-A 

-1.7 

5.1 

1.21 

B 

c 

Thrivent  Mid  Cap  Stock-A 

4.6 

16.3 

1.53 

• 

Bi 

<\*B 

Thrivent  Small  Cap  Stock-A 

9.3 

8.2 

1.68 

\  

Torray  Fund 

3.4 

2.1 

1.14 

• 

8 

•B 

Toui 

:hstone  Emerging  Growth-A 

7.5 

107 

1.87  p 

A 

•D 

Wri 

ler  Midcap  Growth-I 

-2.2 

12.0 

1.70 

D 

A 

Tweedy,  Browne  American  Value 

3.2 

2.3 

1.40  p 

• 

C 

•  D 

UBS  Pace  Large  Co  Growth  Equity-A 

-4.4 

5.1 

1.28 

• 

D 

•  B 

UBS  Pace  Large  Co  Value  Equity-A 

4.7 

10.4 

1.30 

A 

F/ 

USAA  Aggressive  Growth 

-6.0 

7.2 

102 

D 

/Ik 

USAA  Growth  &  Income 

2.5 

6.9 

1.00 

C 

:  D 

USAA  Growth  Fund 

-4.1 

9.7 

1.00 

D 

B 

USAA  Income  Stock  Fund 

3.0 

5.8 

0.78 

• 

C 

•C 

USAA  S&P  500  Index-Member 

0.3 

4.8 

0.32 

B 

B 

■  

Value  Line  Emerging  Opportunities 

8.5 

8.0 

1.45  p 

A 

•  c 

Vanguard  Capital  Opportunity-lnv 

5.1 

8.3 

0.61  p 

F 

B 

Vanguard  Dividend  Growth 

-1.5 

4.2 

0.43  p 

A 

A 

Vanguard  Energy  Fund-lnv 

20  7 

44  6 

0.43  p 

D 

B 

Vanguard  Equity  Income-lnv 

4.1 

4.4 

0.44  D 

B 

C 

Vanguard  Explorer  Fund-lnv 

63 

9.3^ 

0.89  p 

A 

o 

Vanguard  Extended  Mkt  Index-lnv21 

6.9 

10  3 

0.27p 

B 

c 

Vanguard  500  Index-lnv21 

0.4 

4.8 

0.18  p 

c 

Vanguard  Growth  &  Income-lnv 

1.2 

5.8 

0.56 

I 

D 

Vanguard  Growth  Equity 

-46 

79 

1.50  p 

0 

Vanguard  Growth  Index-lnv21 

-1.2 

5.1 

0.23  p 

A 

Vanguard  Health  Care-lnv 

5.7 

15.4 

0.26  p 

C  \ 

•C 

Vanguard  LifeStrategy  Growth 

3.5 

6.9 

0.26 

FOR  MORE  FUNDS  GO  TO:  WWW.FORBES.COM/FUNDSURVEY 
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DtnrnbMAMfi 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

PERFORMANCE 

ANNUAL  1 

IETURN 

UP 

DOWN 

FUND 

COST  DRAG 
PER  $100 

UP 

▲ 

OOWN 

▼ 

FUND 

5-YEAR 
ANNUAUZEC 

1-YEAR 

costoraJ 

PER  $10(1 

e 

o 

Vanguard  Morgan  Growth  Inv 

1.3% 

9.1% 

$0.63  p 

A 

B 

BlackRock  Global  Resources-A 

30.5% 

56.8% 

$1.34 

A 

c 

Vanguard  Primecap  Fund-lnv 

2.9 

8.5 

0.50  p 

D 

C 

Dreyfus  Premier  WW  Growth-A 

0.4 

7.8 

1.27 

•  D 

•  A 

Vanguard  REIT  Indox-lnv 

18.3 

11  9 

0.24  p 

D 

B 

Eaton  Vance  WW  Health  Sciences-A 

0.7 

7.7 

1  56 

•  D 

•A 

Vanguard  Solected  Valuo 

13.3 

10.7- 

0.78  p 

D 

A* 

Evergreen  Asset  Allocation-A 

9.5 

7.9 

102 

B  C 

Vanguard  Small-Cap  Index-lnv21 

9.1 

7.4 

0.27  p 

B 

B 

Fidelity  Adv  Natural  Resources-T 

129 

45  4 

1.44 

•  B 

Vanguard  Strategic  Equity 

118 

10  0 

0.61  p 

A 

A 

Fidelity  Select-Gold 

28  0 

40  7 

1.52 

•  B 

•  D 

Vanguard  Tax-Mgd  Capital  Apprcc-lnv 

0.5 

7.5 

0.16  p 

B 

c 

Fidelity  Worldwide 

6.1 

13.6 

1.52 

•  C 

•C 

Vanguard  Tax-Mgd  Growth  &  inc  Inv 

0.5 

4.9 

0.14  p 

c 

A* 

First  Eagle  Global-A 

17.9 

14.9 

1.24 

B 

c 

Vanguard  Tot  Stock  Mkt  Index-lnv21 

2.0 

6.0 

0.20  p 

B 



A* 

First  Eagle  Gold-A 

36.5 

26  2 

1.85 

B 

D 

Vanguard  US  Growth-lnv 

-8.0 

11.2 

0.69  p 

A 

B 

Franklin  Gold  &  Prec  Metals-A 

25.1 

40.6 

0.96 

B 

c 

Vanguard  Value  Index-lnv21 

2.6 

7.1 

0.22  p 

0 

A 

Franklin  Mutual -Discovery-A 

10.5 

15.3 

1.53 

c 

B 

Vanguard  Windsor  Fund-lnv 

6.0 

5.0 

0.47  p 

0 

B 

Hartford  Global  Health-A 

6.5 

11  9 

1.79 

c 

B 

Vanguard  Windsor  II  Inv 

5.8 

7.0 

0.46  p 

c 

D 

Hartford  Global  Leaders-A 

1.3 

1.7 

2.41 

•A 

•D 

VanKampen  Aggressive  Growth-A 

-6.7 

10  9 

1.96 

A 

B 

Ivy  Global  Natural  Resources-A 

23.8 

29.1 

2.21 

c 

A 

VanKampen  Comstock  Fund-A 

4.8 

4.2 

0.94 

F 

B 

Janus  Global  Life  Sciences 

-1.3 

11.5 

1.04 

A 

0 

VanKampen  Emerging  Growth-A 

-7.9 

7.7 

1.08 

B 

F 

Janus  Global  Technology 

-10.0 

11.5 

118 

C 

D 

VanKampen  Enterprise  Fund-A 

-4.8 

7.5 

1.53  p 

D 

0 

Janus  Worldwide 

-4.6 

5.8 

0.95 

c 

B 

VanKampen  Growth  &  Income-A 

5.1 

99 

0.92 

A 

B 

Jennison  Natural  Resources-A 

23.6 

54  2 

1.49 

•  A 

•  D 

VanKampen  Mid  Cap  Growth-A 

1.8 

17.6 

1.62 

D 

A 

Merrill  Global  Allocation-A 

10.0 

10.3 

1.13 

C 

D 

VanKampen  Pace  Fund-A 

-1.3 

15.4 

0.99 

B 

C 

Merrill  Global  SmallCap  A 

7.2 

12.6 

1.84 

c 

•A 

VanKampen  Real  Estate  Secs-A 

18.5 

16.6 

1.61  p 

B 

c 

Merrill  Global  Value-A 

6.6 

34.1 

1.83 

B 

B 

Victory  Diversified  Stock-A 

5.0 

9.4 

1.11 

D 

B 

MFS  Global  Equity-A 

5.2 

7.5 

1.65 

D 

B 

W&R  Accumulative-A 

-1.5 

10.7 

1.16 

D 

A 

MFS  Global  Total  Return-A 

6.5 

3.2 

1.54 

D 

C 

W&R  Core  Investment-A 

-1.5 

8.8 

1.25 

C 

C 

MS  Global  Dividend  Growth  Secs-A 

5.5 

6.0 

1.23 

A 

D 

W&R  New  Concepts-A 

1.1 

11  6 

1.51 

B 

B 

Oakmark  Global  1 

18.0 

13.2 

1.41 

A' 

D 

W&R  Science  &  Technology-A 

2.6 

172 

1.40 

B 

D 

Oppenheimer  Global  Fund-A 

5.7 

13.8 

1.24 

B 

D 

W&R  Vanguard  Fund-A 

-1.0 

15.2 

1.23 

A 

D 

Oppenheimer  Global  Opps-A 

7.9 

17.4 

1.191 

B 

A* 

Wasatch  Core  Growth 

11.6 

3.3 

1.37 

C 

D 

Putnam  Global  Equity-A 

-2.7 

8.7 

1.51 

•  A 

•A 

Wasatch  Micro-Cap  Fund 

19.3 

11.0 

2.46 

C 

D 

RiverSource  Global  Equity-A22 

0.5 

18.4 

1.82 

B 

A 

Wasatch  Small  Cap  Growth 

9.3 

5.1 

1.33 

B 

A 

RS  Global  Natural  Resources 

26.2 

42.2 

2.17 

c 

A 

Weifz  Partners  Value 

3.0 

-2.4 

1.26 

B 

A 

RS  Value  Fund 

17.4 

11.7 

2.23 

c 

A 

Weitz  Value  Fund 

3.8 

-2.8 

1.17  p 

B 

D 

Scudder  Global  Discovery-A 

5.4 

17.8 

1.87 

D 

A 

Wells  Fargo  C&B  Large  Cap  Val-A 

7.4 

0.3 

1.20 

C 

C 

Scudder  Global-A 

5.1 

22.7 

1.69 

B 

C 

Wells  Fargo  Common  Stock-A 

6.1 

11.9 

1.72 

A 

A 

Scudder  Gold  &  Precious  Metals-A 

32.7 

20.5 

2.16 

•  C 

•  c 

Wells  Fargo  Diversified  Equify-A 

0.6 

6.2 

1.25 

D 

D 

TA  IDEX  Templeton  Great  Cos  Global-A 

-5.0 

6.1 

1  85 

•  D 

•  B 

Wells  Fargo  Equity  Income-A 

2.2 

5.2 

1.10 

B 

c 

Templeton  Global  Smaller  Cos-A 

13.3 

7.7 

1.56 

•  C 

•  c 

Wells  Fargo  Growth  Equity-A 

1.6 

8.1 

1  50 

C 

B 

Templeton  Growth  Fund-A 

8.9 

8.1 

1.21 

A 

D 

Wells  Fargo  Growth-lnv 

-4.8 

9.0 

1.78 

C 

c 

Templeton  World  Fund-A 

6.8 

11.7 

1.11 

B 

C 

Wells  Fargo  Opportunity-lnv 

3.8 

7.2 

1.61  p 

0 

A 

Tweedy,  Browne  Global  Value 

7.7 

15.4 

1.45i 

A 

F 

White  Oak  Select  Growth 

-12.5 

-5.1 

1.10 

D 

A 

UBS  Global  Allocation-A 

8.8 

6.2 

1.20 

B 

D 

Wilshire  Large  Co  Growth-lnv 

-0.9 

8.5 

1.61 

A* 

B 

US  Global  Resources 

31.6 

49.0 

1.92 

C 

B 

WM  Growth  &  Income-A 

1.7 

3.3 

0.94 

D  B 

USAA  Cornerstone  Strategy 

4.9 

5.5 

1.18 

•C 

•  B 

WM  SAM  -Conservative  Growth-A 

3.8 

6.2 

1.72 

B  C 

Vanguard  Global  Equity 

12.0 

11.8 

1.14 

•  B 

•C 

WM  SAM-Strategic  Growth-A 

3.1 

7.0 

182 

A 

B 

Vanguard  Precious  Metals  &  Mining 

31.4 

43.8 

0.64 

A 

B 

WM  West  Coast  Equity-A 

7.4 

8.1 

1.01 

D 

A* 

VanKampen  Global  Franchise-A 

11.6 

12.4 

1.28 

GLOBAL.  FUNDS 

FOREIGN  FUNDS 

B 

D 

AIM  Global  Aggressive  Growth-A 

4.8 

17.4 

2.02 

A 

B 

Acadian  Emerging  Markets-lnst 

28.7 

37.8 

1.96 

F 

A 

AIM  Global  Health  Carc-A 

3.1 

8.7 

1.49 

B 

•  C 

AIM  International  Growth-A 

4.3 

17.5 

1.96 

A 

F 

AllianceBernstein  Global  Tech-A 

-8.0 

5.0 

1.97 

•A 

•C 

AllianceBernstein  Intl  Growth-A 

10.5 

19.8 

1.89 

A 

F 

Allianz  RCM  Global  Technology-A 

-4.9 

8.4 

1.71 

•C 

•B 

Amor  Beacon  Intl  Equity-PA 

7.1 

10  8 

1.12 

A 

A 

American  Century  Global  Gold-lnv 

32.2 

29.2 

0.90  p 

•A 

•  B 

American  Century  Intl  Discovery-lnv 

9.6 

31.5 

2.45 

D 

A' 

American  Funds  Capital  Inc  Builder-A 

9.5 

4.5 

059 

B 

•  D 

American  Century  Intl  Growth-lnv 

-0.6 

13.3 

1.82 

C 

B 

American  Funds  Cap  World  G  &  l-A 

10.9 

14.7 

0.90 

A 

B 

American  Funds  EuroPacific  Growth-A 

7.9 

21.1 

0.94 

B 

C 

American  Funds  New  Perspective-A 

6.0 

11.3 

0.88  p 

•A 

•  c 

Artisan  International-lnv 

3.8 

16.3 

1.44 

B 

0 

American  Funds  Smallcap  World-A 

5.8 

16.5 

1.42  p 

•B 

•  B 

Bernstein  Emerging  Markets  Value23 

26.0 

28.8 

202 
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I  can't  believe  how  many  people 

are  wearing  that  new  shoe. 
Wonder  how  the  stock's  priced? 


f ii m n  <s i 

U  IN  U  J 

IRVFY  STOCK 

j  n  v  l  i       ■  ^^^^^^^^^^^^^^^^^^^^^^^ 

PERFORMANCE 

UP  nowN 
▲  T 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

COST  DRAG 
PER  $100 

PERFORMANCE 
UP  DOWN 

A  ▼ 

FUND 

ANNUAL  RETURN 
5-YEAR 
ANNUALIZED  1-YEAR 

COST  DF 
PER  SIC 

C 

•A 

Bernstein  Tax-Managed  Intl23 

8.4% 

14.4% 

$1.47 

c 

C 

 > 

Merrill  Pacific-A 

7.3% 

21.5% 

$1.2: 

A 

•  B 

Wm  Blair  Intl  Growth-N 

8.5 

21.7 

1.88  p 

•  B 

•B 

MFS  Research  International-A 

6.0 

16.2 

1.91 

A* 

•C 

Columbia  Acorn  International-A 

8.5 

21  4 

1.69 

A 

t 
B 

MS  European  Equity-A 

1.0 

8.3 

1.7( 

c 

•  C 

Columbia  International  Stock-A 

3.0 

13.3 

1.72 

•  A 

•  C 

NB  International  Fund-lnv 

10.5 

24.0 

1.61 

•  A 

•  A 

Columbia  International  Value-A24 

8.3 

10  2 

1.33 

•  c 

•  c 

Northern  Intl  Growth  Equity 

1.5 

11.3 

1.2! 

D 

•  B 

Columbia  Multi-Advisor  Intl  Equity-A25 

4.1 

13  8 

1.65  p 

B 

•  A 

Oakmark  International  Fund-I 

10.3 

14.1 

1.3' 

•  C 

•  B 

Delaware  Emerging  Markets-A 

24.5 

26  4 

2.59 

•A 

•A 

Oakmark  Intl  Small  Cap-I 

20.6 

21.3 

1.61 

D 

•A 

Delaware  Intl  Value  Equity-A 

8.0 

11.8 

1.76 

•0 

•C 

Old  Westbury  International 

2.8 

14.6 

2.11 

•  C 

•A 

Dreyfus  Premier  Emerging  Markets-A 

20  9 

25.4 

2.18  p 

•A 

•  A 

Oppenheimer  Developing  Mkts-A 

23.6 

41.2 

1.61 

•C 

•A 

Dreyfus  Premier  Intl  Value-A 

7.4 

11.2 

1.70 

•  A 

•  D 

Oppenheimer  Intl  Growth-A 

2.7 

14.1 

1.51 

D 

B 

 — 

Evergreen  International  Equity-A 

5.5 

16.0 

1.37 

B 

•  A 

Preferred  International  Value 

8.5 

12.4 

1.1! 

B 

D 

Fidelity  Adv  Overseas-T 

3.4 

14.1 

1.73 

•B 

•  C 

T  Rowe  Price  Emerging  Mkts  Stock 

19.2 

38.8 

1.81 

•  B 

•  C 

Fidelity  Aggressive  International 

7.8 

13.9 

1.48 

C 

B 

T  Rowe  Price  European  Stock 

2.3 

8.9 

14' 

C 

A 

Fidelity  Canada  Fund 

15.8 

279 

1.45 

A* 

C 

T  Rowe  Price  Intl  Discovery 

10.5 

27.9 

18: 

A 

•  A 

Fidelity  Diversified  International 

9.5 

172 

1.36 

C 

c 

T  Rowe  Price  Intl  Stock 

2.1 

16.3 

1.1! 

C 

0 

Fidelity  Emerging  Markets 

19.1 

44.3 

1.80 

A 

B 

T  Rowe  Price  Latin  America 

23.4 

60.1 

1.61 

A* 

c 

Fidelity  Europe 

7.0 

18.2 

1.42 

D 

0 

T  Rowe  Price  New  Asia 

13.4 

26.4 

1.0! 

C 

B 

Fidelity  International  Discovery 

8.5 

18.6 

1.39  p 

A 

B 

Putnam  Europe  Equity-A 

1.2 

9.9 

iX 

A 

•  D 

Fidelity  Japan  Fund 

5.9 

42.7 

1.26 

•A 

•C 

Putnam  International  Capital  Oppors-A 

6.2 

19.4 

1.61 

•A 

•  D 

Fidelity  Japan  Smaller  Cos 

17.6 

41.4 

1.22 

A 

B 

Putnam  International  Equity-A 

2.2 

12.6 

1.2' 

A+ 

C 

Fidelity  Latin  America 

22.0 

55.2 

1.33 

•  C 

•  B 

Putnam  Intl  Growth  &  Income-A 

5.2 

14.7 

1.31 

B 

D 

Fidelity  Overseas  Fund 

4.7 

19.3 

1.29 

•A 

•  D 

Putnam  Intl  New  Opportunities-A 

1.8 

18.3 

2.01 

B 

D 

Fidelity  Pacific  Basin 

9.1 

32  5 

1.66 

D 

D 

RiverSource  Intl  Opportunity-A26 

-0.9 

13.4 

2.0! 

C 

D 

Fidelity  Southeast  Asia 

14.6 

33.6 

1.85 

C 

B 

Russell  Emerging  Markets-S 

18.8 

31.1 

2.r 

•  c 

•C 

First  American  International-A 

0.8 

11.7 

1.88 

D 

C 

Russell  International  Securities-S 

3.9 

14  2 

1.5: 

•  D 

•  A 

First  Eagle  Overseas-A 

19.0 

16.9 

1.25 

•C 

•C 

Schwab  International  Index-Sel 

3.5 

12.9 

0.51 

•  C 

•A 

,  

Franklin  Mutual-European-A 

10.5 

176 

1.53 

C 

D 

Scudder  International-A 

0.8 

15.9 

1.5! 

A 

A 

Harbor  International-lnv 

10.3 

20.3 

1.38 

A 

A 

Scudder  Latin  America-A 

20 .5 

52.1 

2.0! 

•  B 

•A 

ING  International  Value-A 

7.5 

10.1 

1.70 

B 

B 

SSgA  Emerging  Markets 

20.2 

37.3 

3.5: 

•  B 

•  A 

iShares  MSCI  Canada  Index 

11.3 

27.8 

0.57 

•  0 

•  B 

STI  Classic  International  Equity-A 

4.3 

12  9 

1.7. 

•  B 

•  D 

iShares  MSCI  Germany  Index 

1.7 

9.9 

0.57 

•  B 

•  C 

STI  Classic  Intl  Equity  Index-A 

3.7 

12.4 

1.31 

•  D 

•  B 

iShares  MSCI  Hong  Kong  Index 

3.7 

7.8 

0.57 

C 

A 

Templeton  Developing  Mkts-A 

18  7 

28.2 

2.2! 

•  B 

•  D 

iShares  MSCI  Japan  Index 

4.0 

24.7 

0.57 

C 

A 

Templeton  Foreign  Fund-A 

7.5 

106 

1.2. 

•A 

•  D 

Janus  Overseas  Fund 

4.7 

32.4 

1.16 

•B 

•  D 

UBS  Pace  International  Equity-A 

3.0 

13.7 

1.5. 

•  B 

•C 

JP  Morgan  Intl  Equity  Index-A 

5.1 

14.6 

1.12  p 

•C 

•A 

UMB  Scout  Worldwide 

7.1 

19.6 

1.0* 

•A 

•A 

Julius  Baer-lnternational  Equity-A 

8.9 

17.1 

1.60 

•A 

•A 

US  Global  Eastern  European 

41.0 

40.8 

2.6- 

•  A 

•  B 

Laudus  Intl  MarketMasters-lnv 

7.5 

19.3 

2.16  p 

C 

B 

USAA  International  Fund 

6.5 

12.7 

1.4- 

•  B 

•  A 

Laudus  Rosenberg  Intl  Small  Cap-lnv 

16.3 

22  1 

1.96 

C 

B 

Vanguard  Emerging  Mkts  Stock  Idx-lnv21 

18.7 

32.1 

0.6: 

B 

B 

Lazard  Emerging  Markets-Open 

22.2 

41.3 

1.84 

B 

B 

Vanguard  European  Stock  Index-lnv21 

3.7 

9.3 

0.3: 

D 

•  B 

Lazard  International  Equity-Open 

2.1 

10.9 

1.45 

•  A 

•  B 

Vanguard  International  Explorer 

10.8 

20  5 

l.o: 

•  B 

•  A 

Lazard  Intl  Small  Cap-Open 

13.9 

14.5 

1.50 

c 

C 

Vanguard  International  Growth-lnv 

4.2 

14.9 

0.7: 

•  D 

•  A 

Matthews  Asian  Growth  &  Income 

19.4 

15.8 

1  44 

c 

B 

Vanguard  International  Value 

8.4 

18  0 

0.7C 

g 

Matthews  Pacific  Tiger  Fund 

iy.b 

1.81 

D 

D 

Vanguard  Pacific  Stock  Index-lnv21 

6.1 

22.6 

0.31 

•  D 

■  8 

Mercantile  International  Equity-A 

7.3 

7.9 

1.85 

•B 

•C 

Vanguard  Total  Intl  Stock  Index21 

5.9 

15.6 

0.3. 

B 

A 

Merrill  EuroFund-A 

5.2 

9.7 

1.58 

B 

D 

W&R  International  GrowTh-A 

0.0 

16.3 

1.6. 

C 

B 

Merrill  International  Value-A 

6.7 

10.9 

1.54 

Results  through  Dec.  31,  2005.  Cost  drag:  Annual  expense  ratio  plus  brokerage  commissions  paid  by  the  fund  for  buying  and  selling  securities.  'Fund  rated  for  three  periods  only; 
maximum  allowable  grade  A.  p:  Estimate  based  on  prior  fiscal  brokerage  commissions.  'Formerly  Allegiant  Small  Cap  Value-A.  Reflects  performance  of  State  St  Investment  prior  to 
January  2005  merger.  Reflects  performance  of  State  St  Mid  Cap  Value  prior  to  January  2005  merger.  "Formerly  Nations  LargeCap  Index-lnv  A  formerly  Nations  Value-lnv  A. 
formerly  Nations  Marsico  MidCap  Growth-lnv  A.  'Formerly  Nations  SmallCap  index  Fund-lnv  A.  Reflects  performance  of  Growth  Fund  of  Washington  prior  to  name  change  in 
12/31/01.  formerly  PBHG  Growth  Fund-PBHG.  loFormerly  Principal  Capital  Value  Fund-A.  "Formerly  AXP  Diversified  Equity  Income  Fund-A.  l2Formerly  AXP  Dividend  Opportunity 
Fund-A  .  'Formerly  AXP  Equity  Valoe-A.  '"Formerly  AXP  Growth  Fund-A.  ^Formerly  AXP  Equity  Select  Fund-A.  ^Formerly  AXP  New  Dimensions  Fund-A.  "Formerly  AXP  Small 
Company  index-A  ''Formerly  AXP  Stock  Fund-A.  "Formerly  AXP  Strategy  Aggressive-A.  ^Reflects  performance  of  Smith  Barney  Special  Equities  prior  to  July  1999  merger. 
2lMay  impose  annual  $10  account  maintenance  fee.  "Formerly  AXP  Threadneedle  Global  Equity-A.  "May  impose  annual  $100  maintenance  fee.  "Formerly  Nations  International 
Value-lnv  A.  ^Formerly  Nations  International  Equity-lnv  A.  2eFormerly  AXP  Threadneedle  International  Fund-A.  Sources:  Forbes;  Upper;  Morningstar. 


FOR  MORE  FUNDS  GO  TO:  WWW.F0RBES.COM/FUNDSURVEY 
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SERIOUS  INVESTORS  CAN  FIND  A  GREAT 
INVESTMENT  IDEA  JUST  ABOUT  ANYWHERE. 

When  you're  a  trader,  you  know  that  exciting  investment  opportunities  may  be  waiting  anywhere. 
So  Ameritrade  has  everythingyou  need  to  make  the  most  of  them. 

TOOLS  TO  SPOT  POTENTIAL  OPPORTUNITIES. 

Advanced  Analyzer™  helps  you  find  the  stocks  you  want,  when  you  want  them.  It  lets  you  see  trends, 
research  the  market,  and  spot  opportunities  from  new  angles.  QuoteScope™ delivers  a  unique,  circular 
view  of  Level  II  data,  showing  you  market  depth  and  liquidity  in  one  quick  glance.  It  can  help  you  clearly 
visualize  market  activity  and  see  opportunities  quickly* 

Then  there's  the  new,  improved  Ameritrade  Streamer.7"  It  lets  you  managealerts  more  easily.  Gives  you 
52-week  high  and  52-week  low  columns.  And  has  a  Relative  Range  Indicator  that  displays  the  price 
range  for  the  day.** 

AND  TOOLS  TO  SEIZE  THEM. 

Once  you  see  where  the  potential  opportunities  lie,  it's  time  to  act.  SnapTicket™  detaches  from  the 
Ameritrade  window,  to  live  anywhere  on  your  desktop,  for  convenient  quotes  and  order  entry.  Or  use 
Trade  Triggers™  to  preset  buy  or  sell  orders,  based  on  criteria  you  specify.  When  the  market  condition 
is  met,  your  order  is  entered  automatically  -  even  if  you're  not  online.1'  It's  trading  on  autopilot. 

To  serious  traders,  the  world  is  full  of  opportunities.  Find  and  seize  yours  today  with  Ameritrade. 


Open  an  account  with  at  least: 

You'll  get: 

$2,000 

15  commission-free  trades 

$15,000 

25  free  trades  and  $50  cash 

$25,000 

35  free  trades  and  $100  cash 

Now  you  have  45  days  to  use  the  free  trades. 


GET  UP  TO  35  FREE  TRADES  PLUS  $100  CASH  s  1  ✓ 

CALL  800.326.7274  TODAY  OR  VISIT  WWW.AMERITRADE.COM/NOW  AMERITRADE  A 


/olatiiity,  volume  and  system  availability  may  delay  account  access  and  trade  executions.  Advanced  Analyzer  and  Ameritrade  do  not  make  recommendations,  provide  investment 
determine  the  suitability  of  any  security  course  of  action  for  you.  Your  account  is  self-directed  and  any  investment  decision  you  make  is  solely  your  responsibility.  Past  performance 
rity  does  not  guarantee  future  results  or  success.  QuoteScope  is  a  Level  II  interface.  Subscription  fees  apply  to  NASDAQ  Level  II.  "Access  to  real-time  market  data  is  conditioned 
itance  of  the  exchange  agreements.  Professional  access  differs.  Ameritrade  is  not  responsible  for  third-party  information  or  services,  including  market  data  provided  by  the 
is.  tSufficient  funds  or  positions  required  when  Trade  Triggers  orders  activate.  ffOffer  valid  for  one  new  Individual  or  Joint  account  opened  by  3/31/2006  and  funded  within  30 
$2,000  or  more.  Not  transferable  and  not  valid  for  IRAs,  internal  transfers,  current  Ameritrade  clients,  or  with  other  offers.  Qualified  commission-free  Internet  equity  orders  must 
vithin  45  days  of  qualifying  account  funding.  Limit  one  offer  per  client.  Please  allow  2-3  weeks  for  any  cash  deposit  to  post  to  account.  Account  must  remain  open  with  minimum 
3r  9  months,  or  Ameritrade  may  charge  the  account  for  the  cost  of  the  free  trades  and/or  cash  used.  Ameritrade  reserves  the  right  to  restrict  or  revoke  this  offer.  This  is  not  an 
olicitation  in  any  jurisdiction  where  we  are  not  authorized  to  do  business.  Ameritrade,  Division  of  Ameritrade,  Inc.,  member  NASD/SIPC.  Ameritrade  and  Ameritrade  logos  are 
ks  or  registered  trademarks  of  Ameritrade  IP  Company,  Inc.  ©2006  Ameritrade  IP  Company,  Inc.  All  rights  reserved.  Used  with  permission. 


Makers&Breakers 

For  more  financial  stats,  go  to  www.forbes.com/makers. 

Report  Card 


Guess 


In  2005  a  nervous  market  managed  to  eke  out  a  small 
gain.  Had  you  bought  all  our  54  long  recommendations, 
though,  you  would  have  come  out  a  bit  better,  with  a 
5.1%  return  (after  deducting  an  allowance  of  1%  for 
trading  costs).  Plunking  the  same  amount  each  time  into 
the  S&P  500  would  have  given  you  a  3.1%  gain.  So  for  the 
seventh  straight  year  our  Makers  have  bested  the  index. 
We  did  decently  with  our  25  short  picks,  as  well.  Fifteen 
of  our  Breakers  declined  in  price,  letting  naysayers  bag  a 
tidy  profit  of  7.1%.  Shorting  the  S&P  500  would  have  lost 
you  3.1%  overall.  Investing  $10,000  in  each  of  our  longs 
and  shorts  would  have  put  you  ahead  by  $44,200. 

For  the  Makers,  casual-wear  outfit  Guess  stepped  up 
a  startling  148%,  the  result  of  a  fine  turnaround  after  a 
season  of  fashion  misses.  The  next-best  long  pick  was 
mega  car  dealership  United  Auto  Group,  headed  by  race- 
car  great  Roger  Penske.  It  revved  up  a  42%  advance  in  an  other- 
wise bad  year  for  automobiles.  Our  third  leading  performer 
was  Novell,  ahead  40%,  now  shifting  into  supporting  users  of 
the  Linux  open-source  operating  system.  The  biggest  disap- 
pointment: Blockbuster,  the  still-suffering  video  chain,  off  63%. 


United  Auto  Group 

  INITIAI  PRIHF 

$26.97  L 


YEAR-EN0PBICL 
$38.20 


Blockbuster 

INITIAL  PRICE 

$10.21 


IP 


YEMfND_PRICE- 
$3.75 


Skyworks  Solutions 

INITIAL  PRICE 

$9.83 


YEAR-END  PRICE 
$5.09 


Novell 

INITIAL  PRICE 

YEAR-END  PRICE 
$8.83 

Dorel  Industries 

$31.19  IL^rl 

JIA&iENDJfllCE 

$23.80 


Last  year  the  best-performing  short  was  Endwave,  which  mai 
radio  frequency  identification  systems.  The  stock  fell  from  S 
to  $12  at  year-end.  Our  worst  short  pick  was  energy  drink  co 
pany  Hansen  Natural:  It  had  the  temerity  to  rise  40%  since 
called  it  a  loser.  — Jody  ) 


School  Daze 


You  think  energy  inflation  is  bad?  Try  col- 
lege tuition.  So  a  company  that  helps 
banks  and  colleges  set  up  student  loans, 
then  securitizes  them,  should  be  doing 
great,  right?  Well,  the  stock  of  FIRST 
marblehead  (33,  fmd)  has  been  flunking 
lately.  From  a  52-week  high  in  March 
shares  are  down  43%. 

Why?  Speculation  that  banks  will  take 
student  loans  in-house.  Adding  fuel  to 
that  fear:  One  of  First  Marblehead's 
biggest  customers,  JPMorgan  Chase, 
recently  agreed  to  buy  another  student 
loan  firm,  Collegiate  Funding  Services. 
Overlooked  is  that  Chase  also  has  signed 
a  contract  to  continue  with  First  Marble- 
head.  After  aiu  the 
company  has  an 
unparalleled  data 
base  of  student  loan 
payment  behavio:, 
vital  in  predicting 
delinquencies.  And 
First  Marblehead 
just  signed  up  new 


?tock  price 


customers:  U.S.  Bancorp  and  Zions  Bank. 

For  the  fiscal  year  ended  in  June,  First 
Marblehead  saw  earnings  surge  112%  to 
$160  million  on  revenue  of  $421  million. 
In  the  September  quarter  it  had  a  slight 
loss,  which  is  typical  since  it  does  no 
securitizing  then. 

With  the  private  student-loan  market 
expected  to  keep  expanding  at  a  30% 
annual  clip,  Thomas  Brown,  manager  of 
the  Second  Curve  Capital  hedge  fund, 
expects  explosive  growth  for  First 
Marblehead.  The  stock  trades  at  a  cheap 
14  times  trailing  earnings.  — Kiri  Blakeley 

Not  So  Wholesome 

Cursed  with  slender  profit  margins  and 
price-cutting  competition  from  Wal- 
Mart,  supermarkets  have  been  anything 
but  super  for  years.  Suffering  Albert- 
sons,  for  instance,  is  having  trouble 
finding  an  acquirer. 

The  exception  to  the  trend  is  WHOLE 

FOODS  MARKET  (77,  WFMI),  the  world's 

largest  retailer  of  pricey  organic  foods, 
whose  operating  margin  is  4.9%,  double 
the  supermarket  average.  With  its  selling 


savvy  and  clean  balance  sheet,  the  li 
store  chain  posted  an  impressive  12.J 
same-store  sales  gain  over  the  past  ye 
For  the  fiscal  year  ended  in  Septemb 
sales  grew  22%  to  $4.7  billion  and  pre 
5%  to  $136  million. 
The  stock  was  up 
61%  in  2005.  In 
December  it  was 
added  to  the  S&P 
500.  The  second- 
ranked  organic  food 
chain,  sad-sack  Wild 
Oats  Markets,  often 
loses  money. 

HSBC  analyst  Mark  Husson  predi 
in  a  report  that  Whole  Foods'  earnir 
growth  will  continue.  But  he  finds  t 
lofty  share  price  (39  times  earninj 
unsustainable — "an  accident  waiting 
happen."  Mainstream  grocers  like  Sa 
way  and  Kroger  are  getting  into  orgs 
ics  and  will  give  stronger  competiti 
than  Wild  Oats  can.  Plus,  Whole  Foe 
can't  charge  as  much  in  its  new  oversi 
stores.  We  say  short  the  stock. 

— Megan  Johnst 


116     FORBES"  Janua 


CHRIS  MCC  ANN 

PRESIDENT,  1-800-FLOWi 


AS  gives  1-800-FLOWERS.C 


POWER 

TO  KNOW 

how  to  cultivate  brand  loyalty  through  quality  customer  relationships. 

A  pioneer  on  the  Internet,  1 -800-FLOWERS.COM  is  now  a  leading  multichannel  retailer  with  more  than 
15  million  customers.  Brand  loyalty  -  rooted  in  personal,  one-to-one  customer  relationships  -  has  helped  the 
company  flourish.  And  that's  where  SAS  comes  in.  With  SAS  business  intelligence  and  analytics  software, 
1  -800-FLOWERS.COM  can  quickly  understand  customer  behaviors,  target  products  and  offers,  and 
predict  results  that  strengthen  its  overall  CRM  strategy.  The  result?  A  15  percent  increase  in  customer 
retention.  To  learn  more  about  1 -800-FLOWERS.COM  and  other  SAS  success  stories  that  go  Beyond  BIT 
call  1  866  680  71 20  or  visit  our  Web  site. 


www.sas.com/flourish 


Gsas 


f  vjf  hi  Vt 

BUSINESS  SHOWS  ON  CABLE. 


k 


FOX  CAVUTO  ON  BUSINESS 
FOX    FORBES  ON  FOX 


FOX    CASHIN'  IN 


FOX    YOUR  WORLD  W/CAVUTO 


FOX    BULLS  &  BEARS 

IN  LOU  DOBBS  TONIGHT 

IN  IN  THE  MONEY 

IBC  CLOSING  BELL 

IBC  MORNING  CALL 


IBC    POWER  LUNCH 


WE  REPORT.  YOU  DECIDE.® 

AND  ALWAYS  ON  foxnewS.COItl 

Isen  Me'dio  Reseorch  November  '05  (10/31-1 1/27/05).  FNC,CNN,MSNBC,CNBC,HLN:  Business  Program  Nome  Averages.  Households  AA(OOO).  Subject  to  qualifications  to  be  made  available  upon 


Kenneth  L.  Fisher 


I  Still  Hate 
Funds 


MY  LAST  COLUMN  ABOUT  MUTUAL  FUNDS  (AUG.  20, 
2001 )  was  an  unemotional  look  at  their  pros  and 
cons,  concluding  that  individual  stocks  are  a  better 
investment  for  most  FORBES  readers.  But  look  at 
the  screaming  banner  the  magazine  put  atop  the 
page:  "I  Hate  Funds."  No  surprise  that  I  drew  much  wrath  from 
the  fund  industry. 

At  some  risk  that  an  editor  will  attach  another  sensationalist 
headline  to  my  ideas,  I  am  going  to  venture  into  this  territory 
again.  The  original  purpose  for  funds  was  to  provide  a  profes- 
sionally managed  portfolio  to  serve  those  with  too  little  to  diver- 
sify on  their  own.  A  fund  is  a  good  tool  for  someone  with  only 
$50,000  in  the  market.  But  the  average  assets  of  this  magazine's 
subscribers  are  upwards  of  $1.6  million.  You  folks  should  buy 
stocks  directly. 

What's  wrong  with  funds?  Start  with  performance.  Over  the 
long  term  the  average  fund  in  pretty  much  every  category  has 
fallen  short  of  the  S&P  500  index  or  whatever  other  benchmark  is 
relevant.  Yes,  there  are  some  winners,  duly  publicized  in  fund 
surveys  (like  the  one  that  begins  on  page  96),  but  you  don't 
know  about  these  in  advance.  Published  numbers,  moreover, 
overstate  average  results  experienced  by  investors,  because  loser 
funds  disappear. 

Next  problem:  costs.  The  average  expense  ratio  for  the 
U.S.  equity  funds  tracked  by  FORBES  is  1.23%  a  year.  Foreign 
funds  cost  an  average  1.46%.  Then  there  are  sales  charges 
(both  up  front  and  imposed  on  redemption),  plus  all  sorts 
of  hidden  costs.  Funds  can  legally  overpay  brokers  for  com- 
missions and  then  get  kickbacks  in  the  form  of  "soft  dollar" 
services  like  free  research  (which  the  fund  management  com- 
pany should  be  paying  for  out  of  its  own  pocket).  The  other 
trading  cost  is  the  spread  between  bid  and  ask  prices.  For 
a  fund  that  trades  heavily  and  owns  stocks  in  smaller 
companies,  portfolio  transaction  costs  could  easily  add  a  few 
percentage  points  to  your  annual  cost  burden.  Add  it  all  up — 
the  sales  loads,  the  published  expense  ratio  and  the  invisible 
transaction  costs — and  you  could  be  spending  4%  a  year 
to  have  your  assets  in  a  fund. 

Costs  can  be  minimized  in  an  index  fund,  but  then 


there's  a  third  problem:  taxes.  Funds  cannot  pass  through  loss* 
to  their  shareholders.  Say  you  have  $1  million  in  the  market  an 
you  earn  9%,  or  $90,000.  Maybe  you  have  $130,000  in  apprec 
ation  on  winning  positions  and  $40,000  in  losses  on  the  oth< 
stocks.  If  you  own  these  stocks  directly,  you  can  switch  out » 
just  the  losers  and  use  the  $40,000  loss  against  other  capital  gain 
(say,  from  selling  a  house).  If  the  stocks  are  tucked  into  a  funi 
you're  walled  off  from  the  $40,000  deduction. 

The  first  35  pages  of  Don  F.  Wilkinson's  Stop  Wasting  Yot 
Wealth  in  Mutual  Funds  (Dearborn  Trade  Publishing,  2005)  a; 
worth  the  book's  $20  purchase  price.  Read  them. 

I  suggested  53  stocks  in  2005,  including  stocks  re-re» 
ommended  from  2004,  and  they  collectively  were  up  14.3°/ 
after  a  hypothetical  1%  transaction  haircut  on  new  posi 
tions.  Equal  amounts  invested  in  the  S&P  500  (without  hai; 
cut)  at  the  same  times  were  up  only  3.4%.  (In  my  column 

choose  not  to  write  aboii 
companies  I  already  hoi 
in  managed  accounts.) 
best  picks  were  electron! 
exchange  operator  Archipe 
ago  Holdings  (53,  AX) ,  up  191°/ 
and  apparel  maker  Guess  (3 
CES),  up  113%.  My  biggei 
losers  were  hair  care  outft 
Helen  of  Troy  (17,  hele),  dow 
34%,  and  Thomson  (23,  TMS 
the  consumer  electrons 
company,  down  25%. 

For  this  year  hold  Jakl 
Pacific  (20,  JAKK)  and  CNH  Glob 
(19,  CNH)  and  ditch  Guess  an 
wfs  Financial  (79,  wfsi).  No 
here  are  some  new  picks: 

Switzerland's  Converiu 
Holdings  (6,  CHR)  is  a  dirt-chea 
general  insurer  operating  in  60  countries.  Under  previous  mat 
agement  it  incurred  massive  losses,  some  yet  to  surface  in 
restatement  of  past  financials.  The  new  chief  executive,  Ing 
Beale,  is  vital,  energetic  and  experienced.  Look  for  a  takeover  b 
a  bigger  insurer. 

Britain's  Lloyds  TSB  Group  (36,  LYG)  is  a  bargain  at  1 2  times  tr 
earnings  and  20  times  the  dividend  you  can  expect  this  year. 

The  world's  largest  steelmaker,  Holland's  Mittal  Steel  (28,  Ml 
operates  in  14  countries,  producing  60  million  tons  a  year.  E 
ably  controlling  costs,  it  makes  fat  margins  in  a  business  whei 
few  do.  Mittal  trades  at  6  times  likely  2006  earnings. 

In  the  U.S.  Parker-Hannifin  (72,  PH)  makes  steady  profits  froi 
motion  control  systems — the  hydraulic  parts  inside  things  lil 
backhoes  and  airplane  wings.  At  13  times  2006  earnings  Parke: 
Hannifin  can  afford  to  buy  back  a  lot  of  shares.  Before  it's  don 
some  acquirer  may  buy  the  whole  thing. 

F01"bCS  Kenneth  L-  Fisher  is  a  Woodside,  Calif.-based  money  manage 
Mn^^nacom   |  visit  his  home  page  at  www.forbes.com/fisher. 


Most  funds  do 
worse  than  the 
market,  raise 
your  tax  bill  and 
charge  too 
much.  You  could 
end  up  paying 
4%  of  assets  per 
year.  Buy  good 
individual  stocks 
instead. 
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"When  we  invested  in  these  companies,  diversification  and  the  search 
for  excellence  were  our  main  objectives.  We  at-Kingdom  Holding  Company 
are  proud  to  be  associated  with  these  international  brand  names.  From  our 
headquarters  in  Saudi  Arabia,  we  will  continue  to  contribute  to  the  growth 
of  the  global  economy  with  our  investment  strategy  in  the  world's  most 
promising  businesses." 


Kingdom  Holding  Company  A 

Reaching  out  through  global  investments  a 


David  Dreman 


Value  Keeps 
Steaming  On 

LAST  YEAR  WAS  MY  25TH  AS  A  FORBES  COLUMNIST,  BUT 
the  market  didn't  give  me  much  of  an  anniversary  gift. 
The  struggle  between  bulls  and  bears  in  2005  was  remi- 
niscent of  2004,  with  the  S&P  500  even  by  October.  Both 
times  the  market  went  on  to  rally  later  in  the  fall  and 
finished  the  year  ahead.  At  year-end  2005  the  S&P  clocked  a  3% 
appreciation,  in  2004  9%.  With  dividends  added,  last  year's  S&P 
total  return  was  4.9%. 

The  moderate  gain  for  2005  is  close  to  the  5%  I  predicted 
last  January.  Rising  inflation  and  interest  rates,  I  predicted 
correctly,  held  back  stock  advances.  As  a  value  investor  I'm  grat- 
ified that,  for  the  sixth  consecutive  year,  value  stocks  outpowered 
growth,  with  the  S&P  Barra  Value  Index  appreciating  3.5%  last 
year  compared  with  2.5%  for  the  S&P  Barra  Growth  Index 

I  made  23  recommendations  here  in  2005,  which  after  a  1% 
fee  for  new  purchases  appreciated  5.1%  versus  3.2%  for  identical 
investments  put  into  the  S&P  at  the  same  times.  The  FORBES 
scorekeepers  don't  include  dividends,  which  in  value  stocks  are 
customarily  rich.  Adding  them  back  would  have  widened  my 
spread  over  the  market  return. 

With  few  exceptions  every  one  of  the  stocks  I  write  about  is 
held  in  the  portfolios  I  manage.  This  is  known  as  putting  your 
money  where  your  mouth  is.  In  most  cases  these  are  long-term 
holdings. 

Energy  again  proved  to  be  a  strong  performer  in  2005,  as  it 
had  in  the  previous  year.  Devon  Energy  (67.  dvn)  was  my  best  pick, 
up  61%  from  a  January  recommendation. 

Although  oil's  price  is  off  13%  from  its  post-Katrina  high, 
energy's  strong  fundamentals  have  not  changed.  Demand  con- 
tinues to  grow  at  1 .5%  to  2%  a  year,  while  new  discoveries  have 
lagged  behind  consumption  for  19  years.  Over  the  short  term  oil 
stocks  are  extremely  volatile,  often  as  weather  dependent  as  agri- 
cultural commodities  (temperatures  affect  heating  needs). 
Adding  to  the  gyrations  are  hedge  funds  that  speculate  in  energy 
issues.  In  the  long  term  energy  stocks  should  continue  to  be 
above-average  perform- 
ers. Hold  Devon  and 


up  4%;  look  for  further  opportunities  in  this  sector  if  prices  lj 
Investment  bankers  were  a  powerful  group,  with  four  nan 
Lehman  Brothers  (130,  LEH) 
Goldman  Sachs  (128.  CS),  up  26%;  Merrill  LyK 

(89.  MERj,  22%;  and  Morgan  Stanley  (59,  MWD),  ]  3%. 

Pharma  had  problems  ill  2005.  But  Merck  (33.MRK),  dc 

the  litigation  cloud  from  yanked  painkiller  Vioxx  and  a  lack) 
new  blockbusters  as  current  patents  expire,  still  did  well  for  v 
since  I  suggested  it  in  ( October.  It's  ahead  16%  (and  let's  not  Ir 
get  its  4.8%  dividend  yield,.  Home  Depot  (40, HD)  climbed  6% 
The  biggest  stinkers  for  2005  were  two  longtime  favoriteo 
mine.  Fannie  Mae  (54,  FNM)  and  Freddie  Mac  (67,  FBE)  are  doi 
31%  and  1 1%,  respectively,  since  my  January  recommendatu 
But  after  I  reiterated  them  as  buys  in  November,  Fannie  inch 
up  1%  (and  a  further  10%  in  2006J  and  Freddie  began  justi 
ably  to  rise,  by  3%.  I  have  held  them  both  for  a  long  time  ;< 
suggest  that  you  hold  onto  them  both,  as  well. 

Pfizer  (25,  PTE),  also  recommended  twice,  fell  1 3%  and  9%  fn 
those  dates.  Although  Pfizer,  too,  faces  near-term  problems  vi 

litigation  and  patents,  it  I 
enormous  financial  resou?? 
and  should  start  to  incr« 
earnings  this  year.  Keep  Pfizi 
I'm  less  optimistic  aba 
Cendant  (17,  CO) ,  down  17' 
I  wrote  about  it  in  April.  I've  s 
confidence  in  manageme:' 
ability  to  run  the  companvt 
fectively.  Synergies  amomt 
components  (Avis,  Days  i.i 
Century  21)  didn't  material 
and  now  it  is  being  broken] 
into  four  pieces.  Given  its  :r 
formance,  Chief  Execui 
Henry  Silverman's  SI 8.5  mibi 
yearly  salary  is  too  high.  I 
Cendant  when  it's  back  near  S20. 

What  should  we  look  for  in  the  economy  during  2006'r  I 
forecast  of  a  year  ago  is  worth  repeating.  Higher  inflation,  wrJ 
could  accelerate  this  year,  and  a  continuing  large  federal  buce 
deficit  are  likely  to  cause  interest  rates  to  rise  through  the  ye. 

However,  this  does  not  mean  a  bad  year  for  stocks.  In  fa, 
expect  a  reasonably  good  one  with  the  S&P  500  rising  10°  a 
more  including  dividends.  Stocks  tend  to  get  hurt  by  infla^i 
in  its  early  stages,  but  then  they  catch  up  after  the  first  year  cs< 
of  an  ascending  Consumer  Price  Index.  I  think  we  are  at  i 
inflection  point  now.  Only  if  there's  a  really  sharp  inflation!" 
spike  will  the  market's  rise  be  delayed. 

The  news  from  companies  is  encouraging:  Earnings  sh 
continue  to  increase.  Large-size  issues,  which  have  trailed 
and  small-cap  stocks  for  five  years,  should  outpace  them 
year.  Large-caps  are  much  cheaper  at  this  stage  of  the  cycle 


Despite  the  past 
year's  problems, 
look  for  the 
S&P  500  to 
come  in  at  10% 
or  more  in 
2006.  Lagging 
large-caps  will 
romp  at  last. 


ConocoPhillips  (61,  COP). 


To 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Co 
Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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Go  global. 


rgia  is  your  connection  to  the  world.  A  place  where  companies  have  a  global  reach.  Home  to  the  world's  number  one 
ort— with  nonstop  flights  to  more  than  40  international  cities,  the  fastest-growing  port  on  the  East  Coast,  and  more 
i  1,600  internationally  owned  businesses,  Georgia  is  ready  to  help  your  company  do  business  with  the  world 
tact  the  Georgia  Department  of  Economic  Development  at  404.962.4006.  Visit  georgia.org.  Put  you 


John  W.  Rogers  Jr. 


Inflation 
Ahead 


T  THE  START  OF  A  NEW  YEAR  HOPES  RUN  HIGHEST. 
Take  Investors  Intelligence,  the  weekly  newsletter  that 
publishes  a  seismogram  of  market  sentiment.  In  its 
recent  poll  of  100-plus  newsletter  writers,  bulls  out- 
ranked bears  3-to-l.  As  a  card-carrying  contrarian  I 
take  the  opposite  point  of  view.  I  think  investors  are  in  for  a 
rough  ride  in  the  year  ahead. 

If  you  look  around,  you  find  inflationary  pressures  every- 
where. Although  well  below  August  highs,  oil  closed  2005  at  $61 
a  barrel — which  is  still  costly.  Natural  gas  also  is  on  the  rise,  and 
people  could  pay  48%  more  this  winter  to  heat  their  homes. 
Sugar  and  copper  prices  are  soaring,  and  gold  recently  hit  a 
24-year  record  at  $543  an  ounce.  Housing  prices  have  risen  44% 
in  the  last  four  years,  and  the  prices  of  everyday  household 
products  are  heading  north.  This  past  fall  Clorox  announced  an 
8%  price  boost  for  bleach  and  for  Glad  bags.  The  U.S.  Postal  Ser- 
vice is  hiking  stamp  prices  by  two  cents.  Wages  are  also  up, 
which  of  course  puts  a  damper  on  corporate  profits. 

After  13  Federal  Reserve  rate  increases  in  18  months,  many 
assume  the  tightening  is  almost  over.  But  I  think  that,  in  the  face 
of  rising  inflation,  rates  have  a  lot  more  to  rise.  Whatever  the  Fed 
does,  an  antsy  credit  market  will  lead  rates  up.  Higher  rates  are 
bad  for  stocks.  They  penalize  corporate  earnings,  crimp  con- 
sumer spending  and  pump  up  fixed-income  yields,  making 
bonds  and  money  market  accounts  more  attractive  than  equi- 
ties. Right  now  the  average  return  on  a  money  market  fund  is 
3.65% — not  bad  for  no  risk — and  serious  competition  for 
stocks.  Beyond  basic  economics,  note  that  the  market  has 
already  made  a  tremendous  move.  The  Russell  Midcap  Value 
Index  has  posted  a  20.3%  annualized  total  return  since  the  bull 
began  its  run  in  September  2002.  The  large-cap  S&P  500  isn't 
exactly  limping  along,  either.  Since  fall  2002  it  is  up  16.1%  annu- 
ally, including  dividends. 

As  a  value  investor  I  am  a  strong  believer  in  regression  to  the 
mean.  So  I  place  my  bets  on  tried-and-true,  high-quality  com- 
panies that  have  sat  out  

this  rally,  particularly  j  ;  FOt"t)C 
those  in  the  upper  end  *c' 


of  the  midcap  range.  They  are  geared  to  deliver  consistent,  pi 
dictable  earnings  that  will  survive  the  inflation  that  lies  ahead, 
often  hold  or  have  held  positions  I  write  about.) 

In  the  past  year  my  picks  were  flat  (after  a  1%  deduction  I 
hypothetical  trading  costs) — that  is,  they  advanced  0%  oven 
That  was  shy  of  the  3.1%  return  you  would  have  earned  inve 
ing  in  the  S&P  500  on  the  same  dates.  But  over  the  long  r 
value  investing  has  worked  for  me.  For  example,  my  flagsh 
small-  to  midcap  Ariel  Fund  has  posted  a  14.4%  annualiz 
ten-year  return,  which  beats  the  S&P  500's  9.1%  increase  o\ 
the  same  period.  After  25  years  of  professional  investing  I  kn< 
that  sometimes  you're  wrong  and  sometimes  you're  just  ear 
My  poorest  performer  in  the  six  FORBES  columns  I  wrc 
last  year  was  Popular  Inc.  (21,  BPOP),  the  parent  of  Banco  Pop 
lar.  It  was  hurt  by  Puerto  Rico's  proposed  tax  increase  a 
backlash  from  competitors'  accounting  issues.  The  stock  pr 

tumbled  23%  since  I  me 
tioned  it  in  September.  Wh 
I'm  not  concerned  by  o 
quarter's  change,  I  am  by  pc 
sible  acquisitions  beyond 
core  business.  This  is  riski 
Energizer  Holdings  (49,  E* 
struggled  in  late  2005  as  sp« 
ulation  ebbed  that  the  batte 
maker  was  a  takeover  targ 
Energizer  is  down  17%  sine 
wrote  about  it  in  Februa 
I'm  still  a  big  fan  and  se< 
great  business  with  innovat 
management  and  annuity! 
cash  flows.  Radio  One  (ll,  ROU 
fell  13%  since  my  October  c 
umn  praised  it.  Why?  Wall  Street  is  uncomfortable  with 
ventures  beyond  radio  into  cable  and  satellite  TV.  I  believe  t 
provides  additional  channels  to  serve  its  customers.  Manaj 
ment  understands  and  reaches  the  African-American  au> 
ence  better  than  anyone:  13  million  listeners  tune  in  to 
stations  each  week. 

My  biggest  winner  was  Steelcase  (I6.SCS),  the  world's  larg 
seller  of  office  furniture,  up  10%.  It  has  a  flair  for  good  produ 
like  a  new  ergonomic  chair  that  adjusts  to  a  person's  moveme 
The  municipal  bond  insurer  Ambac  Financial  Group  (78,  abk), 
9%,  weathered  a  horrific  hurricane  season  surprisingly  w 
Ambac  boasts  low  loss  rates  and  disciplined  underwriting.  So 
its  competitors,  which  I  also  hold:  MBIA  (61,  MBl)  and  Assui 
Guaranty  (25,  AGO). 

Pharma  market  researcher  IMS  Health  (25,  RX)  and  medi 
device  maker  Baxter  International  (39,  BAX)  were  up  7%  a 
6%.  IMS  offers  invaluable  services  in  an  industry  yearning 
maximize  research  dollars.  Baxter's  chief,  Robert  Parkins< 
has  cleaned  up  its  balance  sheet.  Stay  with  them. 


John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management,  L 
the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 


Prices  of  things 
from  natural 
gas  to  stamps 
are  on  the  rise. 
That's  bad  news 
for  stocks  in 
general.  But 
good  midcaps 
should  fare  well. 
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COMEDIAN  JON  STEWART  DESCRIBES  AMTRAK  AS  "THE 
best  way  to  see  America  through  a  dusty  window 
while  eating  a  $7  turkey  sandwich  with  wilted  lettuce." 
But  not  all  railroad  boondoggles  serve  wilted  lettuce. 
Check  out  the  one  in  Canada. 
Subsidized  by  the  Liberal  Canadian  government  to  the  tune 
$170  million  a  year  (43%  of  Via's  budget,  compared  with  the 
%  Amtrak  gets  from  U.S.  taxpayers),  Via  whooshes  through 
me  of  North  America's  most  spectacular  wilderness  scenery 
charmingly  retro  style.  Its  silver  streamlined  cars,  many  dating 
>m  the  1950s,  have  been  lovingly  restored.  From  the  outside 
:y  look  like  a  line  of  gleaming  Airstream  trailers,  especially  the 
me  car  at  the  rear,  whose  rounded  windows  afford  passengers 
iveling  first  class  a  glorious  360-degree  view. 
To  experience  the  best  leg  of  Via's  cross-country  service,  take 
:  Snow  Train,  which  runs  from  Vancouver's  grand  beaux  arts 
lroad  station  through  a  series  of  stunning  snowbound  moun- 
n  ranges  to  the  hamlet  of  Jasper  in  the  middle  of  4,200- 
uare-mile  Jasper  National  Park  (home  to  some  of  the  world's 
st,  least-crowded  skiing,  at  Marmot  Basin).  The  journey  takes 
hours,  leaving  Vancouver  in  the  late  afternoon  and  arriving  in 
:per  just  before  lunchtime  the  following  day. 
The  scenery  is  spectacular,  full  of  jagged  10,000-foot  peaks, 


RAIL  TRIPS 

Why  not  let 
Canada's  profligate 

taxpayers 
subsidize  your  next 
holiday?  Via  Rail 
offers  amenities 

that  Amtrak 
passengers  can 
only  dream  about. 
By  Susan  Adams 


pristine  glacial  lakes  and  lily- 
white  snowfields,  punctuated  by 
the  odd  elk  or  moose.  Come 
evening  first-class  passengers 
repair  for  cocktails  to  the  dome 
car's  snub-nose  lounge,  where,  as 
they  sip  Canadian  Club  or  Cana- 
dian microbrews  and  graze  on 
smoked  salmon  and  foie  gras, 
they  can  visit  with  one  another 
and  enjoy  the  waning  light. 

They  then  proceed  to  a  spa- 
cious art  deco  dining  car,  whose 
tables  are  set  with  linen  table- 


cloths, fresh  flowers  and  silver. 
The  meal  is  a  four-course  affair,  with  a  choice  of  British 
Columbian  cabernet,  merlot  or  chardonnay. 

By  day  my  two-bunk  sleeping  compartment  looked  a  little 
spartan,  with  gray-blue  upholstery  and  metal  lounge  chairs.  A 
tiny  sink  and  mirror  were  wedged  into  one  side  of  the  cramped 
37-square-foot  space.  (Amtrak's  comparable  class  of  bedroom 
measures  50  square  feet.)  The  bathroom  was  minuscule,  and 
showers  were  down  the  hall.  But  at  night,  upon  my  return  from 
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Let  the    www  c|iscoversai|in9  corn 

Adventure 

Begin! 

Enjoy  a  thrilling  17-  tffl 
minute-ride  via  the  I 
award-winning  Discover  I 
Sailing  DVD  and  learn  all  | 
about  the  spectacular 

sailing  lifestyle!   '  " 
Designed  exclusively  for  JHMHfc&^-:v%- 
newcomers,  the  Discover  Sailing  DVD 
explores  a  variety  of  sailing  options  to  help 
get  you  underway,  hosted  by  several  of  the 
top  sailors  in  the  sport.  Call 
1-800-535-7245  or  visit 
www.discoversailing.com 
to  order  your  Free*  DVD! 


T.C 


dinner,  I  found  my  room  had  been  trans- 
formed: Crisp  white  cotton  sheets  and 
down  comforters  were  tucked  into  the 
fold-down  bunks;  the  lounge  chairs  had 
been  folded  and  stowed  underneath  the 
bed.  A  reading  light  glowed  invitingly 
above  each  bunk. 

Via  is  no  Orient  Express.  The  train's 
furnishings  are  comfy  and  serviceable  but 
a  bit  worn  and  dented.  Call  it  utilitarian 
luxury.  Lounge  chairs  and  pillow  mints  are 
to  be  found  only  at  the  top  end  of  first- 
class  service,  called  Silver  and  Blue.  But 
Via's  first  class  is  far  superior  to  Amtrak's 
and  vastly  cheaper  than  unsubsidized  lux- 
ury trains  (see  box  below):  The  Vancouver- 
to-jasper  fare  for  two  people  traveling 
together  is  $513  each,  one-way,  including 
hors  d'oeuvrcs,  dinner  and  breakfast. 

Amtrak's  comparable  train,  the 
Empire  Builder,  got  an  upgrade  last  sum- 
mer. Wilted  lettuce?  Not  anymore.  An 


improved  kitchen  turns  out  a  creditabj 
steak,  lemon-peppered  salmon  and  po) 
shank.  Refurbished  cars  sport  new  fi 
tures,  new  upholstery.  And  first-class  pa 
sengers  can  attend  a  wine-and-chee 
tasting.  Running  daily  between  Chicaj 
and  Portland-Seattle,  it  offers  its  ov 
majestic  views  of  the  northern  Rockies, 
Brian  Schott,  34,  a  self-employed  ma 
keting  consultant  in  Whitefish,  Mom 
rode  the  Empire  Builder  in  October.  "Tj 
service  was  excellent,"  he  reports.  Just  aft) 
he  boarded  in  Seattle,  he  was  offered  con 
plimentary  champagne.  "It  appears  the/ 
making  a  huge  effort."  As  well  they  shoul 
Via  manages  to  do  more  with  less.  In  19? 
the  Canadian  government  slashed  its  su 
sidy,  and  the  line  was  forced  to  cut  open 
tions  and  manpower  in  half.  By  2004  i 
subsidy  had  dropped  62%.  During  th 
same  period  Amtrak's  ballooned  ml 
than  100%. 
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Poetry  in  Locomotion 

While  Via  is  luxe  in  the  same  sense  that  your  sister  is 

beautiful,  travelers  seeking  true  luxury  ought  to  opt  for  the 

Royal  Canadian  Pacific,  a  passenger  train  owned  by  freight 

company  Canadian  Pacific  Railway.  Six  years 

ago  the  railway  decided  to  take  its  old  executive 

coaches  out  of  mothballs  and  charter  them.  A 

customer  can  hire  an  entire  train  for  his  private 

use,  as  Bill  Gates  once  did  for  a  party.  Or,  from 

May  through  October,  when  the  railway  runs 

tours,  you  can  reserve  a  single  stateroom,  just 

as  you  would  on  Via  or  Amtrak.  Trips,  most  of 

which  start  and  end  in  Calgary,  can  include  golf, 

fly-fishing  and  wine  tasting.  Starting  price  is 

$5,500  a  person  for  a  four-day  jaunt. 

Built  between  1916  and  1931,  the  executive 

coaches  originally  were  used  to  transport 

businessfolk  and  dignitaries.  Photos  of  famous 

passengers  of  the  past  are  on  display.  Churchill  buffs  should 

note  the  shot  of  Sir  Winston  and  his  wife  stepping  out  of  the 

Mount  Stephen  observation  car,  en  route  to  the  1943  Que- 
bec Conference  at  which  the  Allies  firmed  up  their  plans  for 

D-Day.  Other  illustrious  guests  have  included  an  assortment 

of  British  royals. 

Guests'  staterooms,  done  in  maple-inlaid  oak,  have  been 

polished  to  their  original  luster.  The  fixtures  are  brass,  the 

draperies  lush.  En  suite  bathrooms  have  tile  floors  and  hot 

showers.  The  beds,  unlike  those  on  Via  and  Amtrak,  are  per- 
nanent  (they  don't  fold  up).  And  the  train  halts  overnight  so  that  guests  can  be  assun 

rumble-free  slumber.  A  rear  lounge  car  sports  an  open-air  platform  (as  do  three  other  can 
:  dining  salon  a  four-person  culinary  team  turns  out  such  dishes  as  braised  wild  soc 
;ye  salmon  with  papaya  salsa  relish.  A  one-to-three  staff-to-guest  ratio  throughout  guara 
ees  pampering.  Says  Edmond  Boyce,  a  St.  Louis  rail  buff  who  chartered  the  train  for  a  fai 

ily  vacation  in  March:  "They  treated  us  like  royalty."  —SI 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 

Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 

Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 

Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 

Cash  offer:  $206,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barrons 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insure.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 

  $ 


Age 


Coverage 


I  City  State  Zip 

i  Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561  Ad  Code:  FORBS1/06  ! 
t  -  ---  -  J 

NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law  Quotesmith.com,  Inc.  DBA  lnsure.com  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©1984-2006  Quotesmith.com,  Inc  All 
rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com,  Inc.dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078  Quotesmith.com,  Inc.  dba  lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 
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Business  Finance 


ewelry 


BANK  SAYS  NO'?... 
WE  SAY  'YES!' 

We'll  pay  you  cash  for  your  company's  ongoing 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees. 
No  collateral  required.  References  available. 
We  are  not  brokers 
Call  today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitaIsoIutions.com 


John  ±  Christy 


Order  by 

Feb.  8th 

Valentine's 

.  delivery! 


Designers  &  Craftsme 


V 


Children's 

9{ames  &  'Birthstones 


Anniversary  'Date 

in  Roman  Numerals! 
'December  11, 1998 
XII  XI  MCMXCVIII 


14K:  Anniversary  $750  Convert  JburOttte Online!,  Mother's  $450  (up  to  5  nai 


Free  Catalogue  RINGBOX.COM  1-888-646-641 


Forbes 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes' 
secret  weapon  on  bonds, 
convertibles  and  preferreds. 
His  high-yielding  model  port- 
folios have  beaten  stocks  for 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high- 
yielding  fixed  income  securi- 
ties. Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  or 
www.fbrbesnewsletters.com/lehmann 


Available     ■  Medical  Breakthro 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit.  LLC 


212-755-3636 
212-755-6833  (Fax) 


Back  or  Neck  Pain? 
Disc  Replacement  is  here! 

Multi  Level  Disc  Replacement 
Lumbar  and  Cerv  ical  discs 
Disc  Replacement  with  adjacent  fusion 
Fix  it  -  don't  fuse  it!! 
Maverick  and  Prestige  Discs 
Over  1000  done! 
I. earn  more  at  www. (let AOK.com 

or  call  1-866-544-8252 


Funding  For  Entrepreneurs 

•  Expand  or  Acquire  Businesses 
•$250.000 -$750,000  or  more 

•  Flexible  Loans 

Since  1972 
TABASFUNDING.com 
610-896-2400 
PA,  NJ.  DE  ONLY 

M 

Lee  Tabas,  Pres. 

Art  Wholesale 


Legal  Services 


C0RP0RATKM 


♦nevada/offshore 
♦llcs/trusts 
♦banking/privacy 
♦asset  protection 

(800)621-2920 
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We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erie',  Agam, 
Dali,  Hanng,  Lichtenstein,  Behrens, 
Bntto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon.  Tarkay,  and  More  - 
Over  20.000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Investments 


seek  investor: 
gold  claims 

NV-AZ 


1 


For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most 
cost-effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 

1-800-442-6441  You  can  charge  your  ad 


niediopt@aol.com 


Forbes 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 

Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


602-793-5566 
775-720-9945 


Forbe 

Subscriber 
Service 


To  plan  your  order,  to  ren 
change  your  address 
other  customer  servi 
visit  our  site  at .... 
www.forbes.com/customerserv 

orcalL.800-888-9896 
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When  Was  the  Last  Time 
You  Were  Truly  Awed  by  Anything? 

Completely  surrounded  by  100,000  acres  of  the  Coconino  National  Forest.  Seven  Canyons  is  a  truly 
unique  and  awe-inspiring  private  destination  club.  Nestled  within  Sedona's  stunningly  beautiful  red  rock  cliffs 
and  canyons,  this  is  a  club  created  to  be  a  priority  experience  in  your  life.  Seven  Canyons  offers  an  array  of 
amenities  and  activities  any  resort  or  community'  would  covet.  These  encompass  a  Tom  Weiskopf  pure  golf  masterpiece 
rated  the  #1  new  private  course  in  the  Southwest  by  Golf  Digest.  Whether  you  become  a  club  member  with  golf 
privileges  or  a  member  in  residence,  you  will  always  be  treated  to  a  carefree,  pampered  vacation  centered  on 
family  enrichment  and  enjoyment.  Please  contact  us  today  for  a  personal  appointment.  Impossible  to  duplicate. 
Unthinkable  to  miss.  For  you  and  your  family.-,  a  wonder  like  this  can  only  happen  once. 


Information  Center:  928-203-2100  Toll-free:  866-367-8844  email:  info@sevencanyons.com  www. scvcncanyons.com/nii 
A  premiere  venture  by  Cavan  Real  Estate  Investments 

All  proposed  amenities,  activities  and  other  features  are  based  on  current  plans  which  arc  subject  to  change  without  notice.  Areas  and  tvpes  of  des'clopmcnts  uuy  change. 
This  advertisement  is  not  an  offer  to  sell,  or  a  solicitation  of  offers  to  buy,  in  any  jurisdiction  where  the  project  is  not  registered  for  sale  as  required  by  state  law.  Void  wrier 
prohibited  by  law.  Neither  the  California  Department  of  Real  Estate  nor  the  Department  or  Commission  of  any  state  has  inspected,  examined,  or  qualified  this  otTcriug. 
Arizona  Department  of  Real  Estate  public  report  has  not  been  issued  for  the  entile  project.  Obtain  the  property  report  required  by  Federal  and  Arizona  law  and  read  it 
before  signing  anything.  For  further  informauon  contact  C3van  Realty,  Inc  at  928-203-2100. 
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Luxury  Yac 

"  ■■"   THEN  YOlTcAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'  to  490'  and  $  1 ,500  to  $200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to. .  .pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A.  ' 
Tel:  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746  . 
E-mail:  INFOCrfVALEFYACHTS.com  •  Website:  VALEFYACHTS.com 


Business  Financing 


GLOBAL  BUSINESS 
FUNDING: 

Need  capital  for  operations,  growth  or  new 
equipment'1  Any  type  of  business  loan,  new 
&  used  equipment  leasing,  factoring,  vendor 

programs.  Commercial  RE  All  Credit 
Quality  (A-D),  all  business  sizes  from  start 
up  to  Fortune  500.  Apply  online  at 

http://wvvH.globalbusinessfunds.eom. 
Tel:  231-547-0155 


Tl  MESH ARES 

save  up  to... 

70 

,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

'  FREE  CATALOG 

off  retail! 

I  CALL  800-640-7639  | 
9ROUP.COm/fm 

HOLIDAY! 

Forbes 
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For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most 
cost-effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 

1  -800-442-644 1  mmm  c/""  ~  y°'"  "d 

mediopt@aol.com  >3*!:  $ 


Office  Furniture 


*  FREE  DELIVERY 

*  VOLUME 
DISCOUNTS 


Business  Opportuniti 


$25,000  PER  MONTH 
POTENTIAL  +++ 


Our  dealers  are  doing  it  so  can  you1  Our 
successful  formula  that  generates 
income  from  day  one  will  amaze  you. 
Investment  of  $14,900  normally 
recovered  in  the  first  30  days  or  less. 

Call:  1-800-399-0892 


Luxury  Home  & 
Condominium  Sale* 

Call:  Jerry  Cangiano- 
Prestige  Properties 
239-438-2437  or 
email:  jerry@livenaples.cc 


Forbes 


MAXIMUM  PROFIT/MINIMUM  RISK 


Each  month  Forbes  Special 
Situation  Survey  selects  ONE 
stock  it  believes  is  poised  to  beat 
the  market,  (Providian  Financial 

up  51%  in  12  months). 
Consistent  record  of  profits  plus 
advice  on  when  to  take  gains,  cut 

losses.  Subscribe  risk-free  at 
$295.  Save  57%.  Get  14  impor- 
tant  Special  Reports  plus  binder 


Call  877-898-1265  or  go  to 
www.specialsituabori 
survey.com/frb 
Use  Savings  code:  JSQ5SAVE 


CThe  Forbes  Collect^ 


Masterpiece  or  Fake 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  tea 

you  the  difference.  From 
American  landscape  painting 
modem  photographs  to  baser* 
memorabilia,  The  Forbes  Colled 
will  show  you  where  the  hidde 
gems  are.  Don't  miss  this  inside 
guide.  Subscribe  and  get  4  Fre 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Forbes  Subscribers  Service...to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at... www.forbes.com/customerservice  or  call...800-88&| 
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1-800-731-2860  iff- 


emergency  knapsack' that 
includes  even/thing  you'll  need  to  hang  on 

until  help  arrives."..  ........Forbes  FYEye  ,  12/12/05 


ROCK  &  ROLL  HISTORY  FOR  SALE!! 

Important  collection  released  to  the  public!! 

Signed  art  including  The  Beatles, 
Rolling  Stones,  Led  Zeppelin,  Grateful  Dead, 
Frank  Sinatra,  Bob  Dylan,  and  more! 

FREE  CATALOG  800-888-9449 
American  Royal  Arts  celebrating  20  years 


THE  WORLD  IS  SHRINKING!^ 


anotechnology  is  changing  our  world 
..  our  dothes,  the  military,  science, 
jtos,  medical  technology ...  every- 
ling!  Ifs  the  investment  opportunity 
a  lifetime  for  those  who  buy  tomor- 
w's  superstars  today.  The  monthly 
orbes/Wolfe  Nanotech  Report 
uts  you  on  the  nght  side  of  history, 
eparates  the  true  leaders  from  the 
verhyped.  Subscribe  risk-free  at  just 
95.  Save  67.5%  and  get  2  valuable 
ee  Reports.  Satisfaction  guaranteed 
Forbes.  Call  800-523-7967  or  go 
do  wwijv.forbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 


""he  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
..  .for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  S99.95 
(save  $50  off  the  regular  $149.95  price.) 

Go  to  www.torbestnc.com/smc4  and  place  your 
order  now  or  call  1-800  429  0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


MOVE  TO 

CANADA 


Join  the  many  Americans  now  living 
better  in  Canada  where  youH  find  a  safer 
lifestyle  and  lower  cost  of  living.  Learn 
why  surveys  rank  Vancouver  the  premier 
city  in  the  world  to  live  and  work.  Let  us 
help  you  establish  a  new,  happier  life 
there,  for  your  first  or  second  home.  Call 
for  free  information  package. 

Canadian  American 
Immigration  Services,  Ltd. 

1-800-781-6670 


NATIONAL  watch  &  diamond 

•  BUY  .  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  naHonalwatch.com 

8 1 h  &  Chestnut  Streets,  Philo ,  PA 
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1-800-442-6441  nmi 

VISA     |  Jjk 

mediopt@aol.com  1 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Amencanhm.  com 
Lending  to  $12,000,000 
Licensed  mortage  lender  in  all  50  states 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.. .800-888-9896 


THOUGHTS 

On  the  Business  of  Life 


Dear  networks — please,  please  spare  us  gavel  to  gavel  coverage  of  the  presidential  nominating 
conventions  next  year.  Come  to  think  of  it,  the  coverage  was  pre-gavel  to  post-gavel, 
an  overwhelming  percentage  of  it  nasal  drip.  ABC's  Leonard  Goldenson  has  suggested  to 
CBS  and  NBC  that  the  three  major  networks  leave  to  Public  Broadcasting  Service  full  exposure  of  all  that 
boring  drivel  dreamed  up  by  party  propagandists  to  fill  TV  air  time.  For  his  suggestion,  Goldenson  deserves 
anointing  as  the  patron  saint  of  boob-tube  sanity. 


-MALCOLM  S.  FORBES  (1983) 


Propaganda  is  a  soft  weapon:  Hold  it  in 
your  hands  too  long  and  it  will  move  like 
a  snake  and  strike  the  other  way. 

— JEAN  ANOUILH 


Propaganda,  to  be  effective,  must  be 
believed.  To  be  believed,  it  must  be 
credible.  To  be  credible,  it  must  be  true. 

—HUBERT  HUMPHREY 


It  is  sometimes  necessary  to  lie  damnably 
in  the  interests  of  the  nation. 

— HILAIRE  BELLOC 


Why  is  propaganda  so  much  more 
successful  when  it  stirs  up  hatred  than 
when  it  tries  to  stir  up  friendly  feeling? 

— BERTRAND  RUSSELL 


Propaganda  is  the  art  of  persuading  others 
of  what  you  don't  believe  yourself. 

—ABBA  EBAN 


Every  method  is  used  to  prove  to  men 
that  in  given  political,  economic  and 
social  situations  they  are  bound  to  be 
happy,  and  those  who  are  unhappy  are 
mad  or  criminals  or  monsters. 

—ALBERTO  MORAVIA 


Never  believe  anything  until  it  has  been 
officially  denied. 

—CLAUD  COCKBURN 


Propaganda  is  that  branch  of  the  art  of 
lying  which  consists  in  nearly  deceiving 
your  friends  without  quite  deceiving  your 


enemies. 


-EM.  CORNFORD 


Art  is  moral  passion  married  to 
entertainment.  Moral  passion 
without  entertainment  is  propaganda, 
and  entertainment  without  moral 
passion  is  television. 

—RITA  MAE  BROWN 


There  is  no  need  for  propaganda  to  be  ru 
in  intellectual  content. 

—  PAUL  JOSEPH  GOEBBE 


As  soon  as  by  one's  own  propaganda 
even  a  glimpse  of  right  on  the  other  side 
is  admitted,  the  cause  for  doubting  one's 
own  right  is  laid. 

—ADOLF  HITL1 


Tlie  successor  to  politics  will  be  propaganc 
Propaganda,  not  in  the  sense  of  a  messag 
or  ideology,  but  as  the  impact  of  the  who 
technology  of  the  times. 

—MARSHALL  McLUH/i 


Propaganda  is  to  a  democracy  what 
violence  is  to  a  dictatorship. 

—WILLIAM  BLU 


A  Text ... 

Break  thou  the  arm  of  the 
wicked  and  the  evil  man: 
seek  out  his  wickedness  till 
thou  find  none. 

—PSALMS  10:15 

Sent  in  by  Frederic  Smith  III,  Peachtree  City.  Ga. 
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ENGINEERED  TO  THE  HIGHEST  STANDARD,  I 


o 


HAS  A  TIGHTER  TURNING  RADIUS  THAN  TOYOTA  4RUNNER,  BUT  COSTS  LESS.  SO  WHETHER 
>OWER  FOR  POWER,  $TAR  FOR  STAR,  OR  TURN  FOR  TURN,  EVERY  GMC  IS  ENGINEERED  TO 
HIGHEST  STANDARD.  PROFESSIONAL  GRADE?     fSMl S@  I  tESfrt&C^tf' 


VISIT  GMC.COM 


*tax,  title,  license,  dealer  fees  and  optional  equipment  extra.  See  dealer  for  details. 
Price  comparison  based  on  MSRP  of  base  model  [Toyota  4Runner  SR5],  Level  of  equipment  varies. 

"Based  on  GM  Mid-Size  Utility  Segment.  Excludes  other  GM  vehicles, 
ernment  Star  Ratings  are  part  of  the  National  Highway  Traffic  Safety  Administration's  (NHTSA's)  New  Car  Assessment  Program  (www.safecar.gov). 

A  Five-Star  Rating  is  the  highest  government  safety  rating  for  front  and  rear  seating  positions  in  side-impact  crash  tests. 
'■  •  -  '  ©2006  General  Motors  Corp.  All  rights  reserved.  Envoy,  GMC  and  GMC  logo  are  registered  trademarks  of  General  Motors  Corporation. 
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Some  folks  barbeque  for  fun.  Others  do  it  for  a  living.  Something 
they  all  share  are  tough  standards  for  the  ribs,  pork  shoulders 
and  boneless  loins  they  use.  Cargill  learned  from  chefs  and 
grocers  that  people  want  more  flavorful  pork  that  cooks  up 
tender  and  juicy.  We  developed  it  using  special  feeds,  growing 
processes  and  selection  techniques.  Barbeque  enthusiasts  say 
they  like  the  new  pork.  What  they  won't  tell  us  are  their  secrets 
for  cooking  it.  This  is  how  Cargill  works  with  customers. 
collaborate     >    create    >  succeed 
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Nourishing  Ideas.  Nourishing  People:' 


With  Sybase9  software,  Hyundai  Department  Stores  created 
a  point-of-sale  solution  that  eliminates  cash  registers  and: 

G    Processes  credit-card  transactions  from  anywhere  in  the  store, 

improving  customer  shopping  experiences  and  purchase  totals 

/ 

□    Reduces  total  point-of-sale  hardware  costs  by  40%,  allowing  IT 
budgets  to  be  used  for  other  priorities 

[~]   Greatly  improves  sales  tracking  across  the  13-store  network, 

enabling  management  to  efficiently  staff  personnel  as  needed 


Want  to  see  the  future  of  retail?  Where  customers  receive  personalized  shopping  experiences.  And  in  return,  show  their  loyalty  through 
more  return  visits  and  higher  purchase  totals.  It's  happening  now  at  Hyundai  Department  Stores  in  South  Korea.  Thanks  to  Sybase  Adaptive 
Server®  Anywhere  and  SOL  Anywhere®  software,  this  13-store  chain  has  an  information  edge  that  enables  salespeople  to  better  assist 
customers,  check  inventories  and  capture  signatures  on  the  spot.  It's  changed  the  way  customers  view  Hyundai.  And  it's  causing  many 
companies  to  view  Sybase  software  as  something  they  ran't  live  without,  www.sybase.com/infoedge10 


Copyright  ©2006  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  SOL  Anywhere  are  trademarks  of  Sybase,  Inc  •  indicates  registration  in  the 
United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners. 
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It's  about  standing  al< 


At  Samsung  we  realize  that  to  succeed  in  business,  we  must  also  succeed  in  life 

As  the  Olympic  Games  unify  the  world's  countries  in  spirit,  Samsung,  through  the  Wireless  Olympic  Works,  unifies 
the  people  with  the  Games  by  providing  the  wireless  interface  to  receive  real-time  information  and  event  results 
Samsung  will  continue  to  promote  global  unity  through  its  wireless  technology  and  dedicated  support  of  the  20Qfj 
Torino  Olymp      nter  Games  and  beyond.  It's  all  a  part  of  our  drive  and  dedication  to  make  this  a  better  world. 

www.samsung.  A  better  world  is  our  business, 


WORLDWIDE  PARTNER 
WIRELESS  TELECOMMUNICATIONS 
EQUIPMENT 


Angeles 


Contact  your  travel 
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Delusions  of  Grandeur  The  housing  boom  is  abl 

to  go  bust.  It  will  take  with  it  the  mortgage-fueled 
binge  in  consumer  spending.  A  recession  is 
around  the  corner. 

Such  is  the  unsettling  prognostication  from 
economist  A.  Gary  Shilling  (see  p.  134).  He's 
been  right  about  some  things,  for  example  his 
contrarian  view  that  the  dollar  would  hold  up 
despite  endless  trade  deficits,  so 
we  cannot  dismiss  his  gloomy 
talk  entirely.  But  there  are  plenty 
of  good  economists,  notably 
including  David  Malpass,  who 
are  completely  unintimidated 
by  the  rise  in  mortgage  debt. 
Their  argument  says  you  can 
safely  ignore  the  official  savings 
rate   (which   is  somewhere 
around  zero)  because  it  omits 
the  appreciation  in  houses  and  other  assets.  U.S.  household 
worth,  $48  trillion  at  last  count,  is  on  a  long-term  upward  surg 

Who's  right?  Since  I  already  made  the  mistake  a  while  bac 
thinking  that  housing  prices  had  peaked,  I'm  not  going  to  sigr 
to  that  part  of  Shilling's  prediction.  But  I  think  he  is  right  abo 
coming  shift  away  from  consumerism.  The  Federal  Reser 
happy  statistics  on  household  wealth  omit  a  big  deficit  item, 
when  you  include  it  you  have  to  stop  talking  about  the  national 
worth.  Instead,  you  have  to  talk  about  national  worthlessness. 

The  deficit  is  the  future  gap  between  the  federal  governme 
revenues  (assuming  no  changes  in  tax  law)  and  spending 
suming  no  change  in  spending  habits).  Two  economi 
Jagadeesh  Gokhale  of  the  Cato  Institute  and  Kent  Smetter 
Wharton,  have  studied  this  gap  in  some  detail,  taking  the  spr 
for  all  future  years  and  discounting  it  back  to  the  present, 
academic  article  due  to  be  published  in  the  spring,  they  come 
with  $63  trillion.  Forget  net  worth.  We're  $15  trillion  in  the  h 

Now,  households  are  not  going  bankrupt  en  masse  and 
government  is  not  going  bankrupt.  Instead,  we  are  in  fc 
period  of  disillusionment.  Benefits  like  Medicare  drug  covei 
and  Social  Security  will  be  scaled  back.  Or  taxes  will  go  up. 
both.  Either  way,  you  are  not  going  to  retire  in  the  grand 
you  were  expecting. 

Disillusionment  will  not  necessarily  descend  upon  us  in 
next  year,  but  it  surely  Will  over  the  next  decade  or  two.  Two 
ommendations:  Lighten  up  on  consumer  goods  stocks,  i 
don't  assume,  as  financial  planners  are  wont  to  assume,  1 
your  tax  rate  will  go  down  in  retirement.  It  probably  won't. 
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reat  support  team  can  keep  you  on  top  of  your  gome. 

3  helps  you  stay  on  top  of  your  game  by  offering  your  company  the  widest  range 
itegrated  HR,  payroll  and  benefit  administration  solutions  -  all  from  a  single  source, 
easing  your  productivity  couldn't  be  simpler  with  these  cost-effective  solutions 
eluding  our  fully  administered  Comprehensive  Outsourcing  Services.  And,  best  of  all, 


can  always  rely  on  ADP  for  unparalleled  service  and  expertise.  Make  ADP  part  of  your 
n  and  find  out  why  we're  the  business  behind  business®. 

if  ormation  Management  •  Benefit  &  Retirement  Services  •  Small  Business  Services  •  Payroll  Services 
&  Compliance  Management  •  Time  &  Labor  Management  •  Professional  Employer  Organization 

00-CALL-ADP  www.adp.com 


)P  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 
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we  know  the  future  doesn't  just  happen.  It  has  to  be  built. 
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Claim  Game 


Former  FCC  head  Reed  Hundt. 


Reed  Hundt's  column  on  the  U.S.  Patent  & 
Trademark  Office,  "Patently  Obvious"  (Jan.  30, 
p.  36),  is  the  dumbest  thing  I  have  read  in  30 
years.  So  the  "right"  number  of  patents  is 
16,000?  Says  who?  This  is  pure  bureaucrat- 
think.  The  patent  system's  problems  originate 
from  poor  science  and  technology  education  in 
the  U.S.,  resulting  in  people  who  cannot  distin- 
guish genuinely  innovative  work  from  trivial, 
pointless  or  even  false  claims.  Hundt's  notion 
that  such  ignorance  can  be  ameliorated  by  gut- 
ting the  value  of  knowledge-based  products  is, 
well,  patently  absurd.  The  foundation  of  our 
market  economy  is  a  solid  system  of  property  rights,  including  intellectual 
property,  based  on  the  rule  of  law.  Eroding  that  foundation  to  accommo- 
date ignorance  is  a  prescription  for  disaster. 

ANDREW  K.  GABRIEL 
South  Pasadena,  Calif. 

I  enjoyed  Reed  Hundt's  column  and  agree  that  we  need  to  put  a  better 
cadre  of  examiners  in  the  Patent  Office.  But  I  can't  agree  with  his  con- 
tention that  technology  should  not  be  patented  in  the  U.S.  Such  a  measure 
would  create  a  major  disadvantage  for  U.S.  inventors,  who  would  face  for- 
eign patents  as  they  try  to  expand  sales  globally.  Remember  that  a  U.S. 
patent  allows  its  holder  to  prevent  U.S.  sales  of  an  infringing  product  no 
matter  where  it  is  made. 

PETER  NORMINGTON 
President,  Consultar 
Gilbert,  Ariz. 


Salary  Is  Skin-Deep 

The  American  Academy  of  Dermatology 
is  disappointed  that  the  cover  art  used 
to  illustrate  your  story  on  health  care, 
"Moore's  Law"  (Nov.  28,  p.  116),  con- 
veys the  misperception  that  all  derma- 
tologists are  earning  a  disproportionate 
amount  of  money  compared  to  others 
in  the  health  care  field.  According  to  the 
Medical  Group  Management  Associa- 
tion's 2005  Physician  Compensation  & 
Production  Survey  (a  study  the  story 
itself  cites),  the  median  compensation 
for  a  dermatologist  is  $308,855.  This  fig- 
ure is  comparable  to  salaries  of  other 
health  professionals  listed  in  your  story. 

CLAY  J.  COCKERELL 
President 

American  Academy  of  Dermatology 
Schaumburg,  III. 


Raid  on  Entebbe 

Regardless  of  the  vaccines  funded  Hi 
Bill  Gates  or  the  mosquito  nets  yol 
describe  in  "A  Fine  Mesh"  (Dec.  2\\ 
p.  71),  millions  of  Africans  will  continil 
to  die  from  malaria.  What  Africa  nee«l 
is  DDT  to  eradicate  malaria-carryirl 
mosquitoes  once  and  for  all.  Limitel 
use  of  DDT  for  spraying  on  the  interiJ 
walls  of  dwellings  has  proved  itself  k 
to  eliminating  this  debilitating  scourgi 
RALPH  W.  CONNBj 
Public  Affairs  Direct\ 
The  Heartland  Institul 
Chicago,  J I 
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IT  IS  WHAT  MAKES  AIR  BAGS,  FLEXIBLE  BUMPERS  AND  SAVING  LIVES  POSSIBLE.  IT  IS  CHEMISTRY. 
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Fujitsu  PRIMEQUEST™  Servers  with  Intel®  Itanium®  2  Processors. 

Mainframe  Reliability.  Sized  for  the  Mainstream. 


For  decades,  ClOs  have  trusted 
Fujitsu  mainframes  to  run  their  mission- 
critical  applications.  Now  you  can 
get  the  same  robust  engineering  and 
innovative  design  with  the  highly  reliable, 
high  performance  Fujitsu  PRIMEQUEST 
servers  featuring  Intel®  Itanium®  2  Processors. 
Designed  for  Microsoft®  Windows®  and 
Linux®'  environments  to  run  mission  critical 


System  Mirror 

PRIMEQUEST  servers  offer  the  ability  to  run 
memory  and  crossbars  as  mirrored  pairs.  This 
option,  enabled  via  the  Dual  Synchronous 
Architecture  in  PRIMEQUEST  servers,  provides 
fault  immunity  for  the  hosted  operating  system 
and  applications.  The  use  of  System  Mirror 
transparently  guards  against  hardware  errors 
that  could  otherwise  cause  a  system  panic. 


applications,  PRIMEQUEST  servers 
harness  the  power  and  performance 
of  up  to  32  Intel®  Itanium®  2  Processors, 
to  easily  accommodate  your  largest 
applications.They  are  designed  with  integrated 
networking  and  management  features  for 
simplicity,  and  offer  flexible  I/O  and  partitioning 
that  enhances  your  agility  to  respond  to 
dynamic  business  requirements. 
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To  learn  more  about  how  Fujitsu  PRIMEQUEST  servers  bring  mainframe  reliability  to  mainstream  environments, 
visit  us.fujitsu.com/computers/PRIMEQUEST  or  call  1-800-83 1  -3  1 83 
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ly  Steve  Forbes,  editor-in-chief 

'With  all  thy  getting  get  understanding" 


Reviving  the  Spirit  of  Reagan 


JVESTORS  AND  BUSINESS  LEADERS  HAD  BETTER  HOPE — AND 
ope  hard — that  Representative  John  Shadegg  (R-Ariz.)  wins 
is  uphill  fight  to  succeed  the  discredited  Tom  DeLay  as  Repub- 
:an  leader  in  the  House.  Only  with  a  dramatic  change  in  lead- 
ship  can  the  GOP  hope  to  regain  voter  favor. 

The  stakes  are  enormous.  The  tax  cuts  of  May  2003  triggered 
ar  impressive  economic  expansion.  Since  then,  despite  volatil- 
y,  stocks  have  increased  $4  trillion  in  value;  the  economy  has 
?en  expanding  at  an  annual  pace  of  4%  (the 
ist  of  any  large  economy  in  the  world);  cor- 
date profits  have  exceeded  expectations;  and 
iore  than  4  million  new  jobs  have  been  cre- 
ed, in  stark  contrast  to  western  Europe's 
irched  private-job  sector.  The  most  critical 
:  those  tax  cuts  expire  in  2008.  If  they  are  not 
ade  permanent  or  at  least  extended,  markets 
ill  react  adversely  and  the  economy  will  stall. 
I  A  GOP  defeat  in  November  would  be 


interpreted  by  Democrats  and  the  mainstream  media  as  a  repu- 
diation of  free-market  economics:  no  tax  cuts,  no  entitlement 
reform  and  plenty  of  antibusiness  regulation. 

Shadegg  is  a  true  reformer  who  has  never  lost  sight  of  why  he 
and  his  party  were  elected.  He's  been  a  stalwart  tax-cutter  and  a  vig- 
orous foe  of  his  party's  wasteful  spending.  He  has  bold,  sensible  ideas 
on  overhauling  the  budget  process — which,  until  this  wave  of  scan- 
dals, his  colleagues  were  all  too  eager  to  ignore.  He  has  an  optimistic 
nature.  And  he  has  backbone.  One  proof  of  this: 
He  supported  my  presidential  candidacy  in  1996 
and  helped  me  win  the  Arizona  primary  that 
year.  He  backed  fellow  Arizonan  John  McCain's 
maverick  bid  against  George  Bush  in  2000.  And 
his  persistent  push  for  farsighted  reform  ideas 
hasn't  always  sat  well  with  congressional  GOPers. 

Republicans — and  the  country — could 
use  a  good  dose  of  Shadegg's  Reaganesque 
approach  to  public  service. 


Lance  This  Boil 


|iE  UGLINESS  OF  THE  SAMUEL  ALITO  SUPREME  COURT  HEAR- 
igs  underscores  just  how  momentous  filling  vacancies  on  the  high 
lurt's  bench  has  become.  Until  two  dramatic  changes  are  made 
>ir  politics  will  continue  to  be  poisoned  by  ever  more  acrimonious 
s  ittles  over  the  federal — and  state — judiciary.  Our  courts  have,  with 
ide  effective  opposition,  taken  on  more  and  more  powers  that  tra- 
jtionally  were  lodged  with  legislators  and  the  executive  branch, 
legislating  from  the  bench"  is  the  apt  term  for  this.  Since  the  War- 
n  Court  in  the  1950s  judges  increasingly  have  rendered  decisions 
i  sed  not  on  constitutional  law  but  on  their  own  policy  predilections. 
!  A  case  in  point  is  the  high  court's  recent  decision  denying  the 
l  S.  Attorney  General  the  right  to  bar  doctors  from  implementing 
j  regon's  assisted  suicide  law.  A  majority  of  the  justices  are  in  favor 
I  assisted  suicide.  However,  a  similar  majority  opposed  state  laws 
j  rring  sodomy.  These  Supremes  ruled  die  antisodomy  laws  uncon- 
( tutional.  Yet,  wrapping 
emselves  in  the  mande  of 
rate's  rights — i.e.,  states 
jould  decide  these  issues — 
ley  barred  the  feds  from 
mdoing  Oregon's  assisted 
ficide  law.  How  to  square 

t  circle?  It  can't  be  done. 

Precisely  put,  judges 

und  the  country — from 
Supremes  on  down — 


Alito  opponents,  such  as  Senator  Ted  Kennedy,  employed  methods  reminiscent 
of  smearmeister  Joseph  McCarthy  in  the  early  1950s. 


are  issuing  diktats  on  a  wide  range  of  issues  that  should  be  in 
the  hands  of  the  people's  elected  representatives.  This  is  a  per- 
version of  democracy.  Several  times,  for  instance,  state  supreme 
court  justices,  in  thrall  to  the  plaintiffs'  bar,  have  peremptorily 
and  arbitrarily  thrown  out  tort  reforms  passed  by  their  state  leg- 
islatures. No  wonder  judicial  appointments  have  taken  on  out- 
sized  importance.  The  Alito  hearings  are  a  manifestation  of  this 
warping  of  our  political  process. 

The  Supreme  Court  can  start  righting  this  perversion  by 
overturning  the  1973  Roe  v.  Wade  decision.  Regardless  of 
whether  you're  pro-choice  or  pro-life,  this  issue  is  of  such 
importance  and  sensitivity  that  it  should  not  be  decided  by  judi- 
cial decree.  It  should  be  hammered  out  around  the  country  by 
the  people  and  their  representatives. 

Even  at  the  time  of  Roe  v.  Wade  the  "science"  the  late  Harry 

Blackmun  relied  upon  to 
back  his  majority  opinion 
was  questionable,  and  it's 
since  been  blown  to  smith- 
ereens. His  musings  about 
when  life  begins,  for  exam- 
ple, seem  totally  absurd  when 
one  considers  that  every 
pregnant  mother  today  can 
see  sonogram  pictures  of  the 
baby  in  her  womb  from  very 
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Fact  and  Comment 

early  stages  on.  Blackmun's  use  of  the  1 4th  Amendment  was  utterly 
illogical.  How  can  the  due  process  clause  he  cited — "nor  shall  any 
State  deprive  any  person  of  life,  liberty,  or  property,  without  due 
process  of  law" — be  used  to  create  a  new  "right"  out  of  whole  cloth? 

This  decision  was  rendered  at  a  time  when  states,  following 
due  democratic  process,  were  already  beginning  to  liberalize 
their  antiabortion  laws.  In  fact,  our  two  most  populous  states — 
New  York  and  California — had  already  legalized  or  effectively 
permitted  the  procedure.  Most  other  states  had  movements 
afoot  to  legalize  it.  Pro-lifers  bewailed  this  movement,  but  at 
least  it  was  progressing  democratically— and  if  public  opinion 
had  changed,  the  laws  could  have  been  reversed. 

If  Roe  v.  Wade  were  overturned  today,  virtually  every  state  would 


legalize  abortion — at  least  in  the  early  stages  of  pregnancy.  A  state  lik) 
Utah  might  impose  tight  restrictions,  whereas  Nevada  might  liber! 
alize  them.  Today  states  make  life-and-death  decisions  concerning 
criminal  law.  The  execution  of  murderers  is  normal  in  Texas  bu 
never  happens  in  Massachusetts.  We  are  not  a  homogeneous,  one 
size-fits-all  country.  The  overturning  of  Roe  v.  Wade  would  in  timJ 
do  much  to  restore  a  more  sane  and  civil  balance  to  our  political  lift 
Another  reform  would  be  to  impose  term  limits  of,  say,  l\\ 
years  on  Supreme  Court  justices.  That  way,  every  two  years  or  s| 
a  President  would  nominate  an  individual  to  the  high  court.  Thl 
confirmation  process  would  be  less  tense  and  less  acidic,  becausi 
people  would  know  that  the  candidate  would  not  be  on  th 
bench  for  possibly  many  decades  to  come. 


Sick  Solution 


WILL  AMERICA  GO  THE  WAY  OF  GERMANY  AND  FRANCE,  WHICH 
have  twice  our  unemployment  rate  even  though  the  percentage 
of  their  citizens  in  the  labor  force  remains  below  ours?  Entre- 
preneurial innovation  is  largely  absent  in  both  those  countries. 
Private-sector  job  creation  is  but  a  mere  fraction  of  ours. 

Yet  liberals  here  are  ready  to  wreak  similar  opportun- 
ity/employment havoc  by  foisting  high  taxes  and  more  man- 
dates and  regulations  on  U.S.  businesses.  The  most  egregious 
example  of  this  destructive  mind-set  unfolded  recendy  in  Mary- 
land. The  Old  Line  State  enacted  a  law — over  its  governor's 
veto — that  forces  any  employer  in  the  state  with  more  than 
10,000  employees  to  either  spend  at  least  8%  of  its  payroll  on 
health  care  benefits  or  pay  the  difference  to  the  state.  The  legis- 
lation is  aimed  at  Wal-Mart,  that  bete  noire  of  labor  unions  and 
antibusiness  activists.  These  Luddites  claim  Wal-Mart  is  too 
stingy  with  its  health  care  benefits,  thereby  forcing  its  workers 
into  Medicaid  and  ballooning  beleaguered  state  Medicaid  bud- 
gets. (For  the  record,  Wal-Mart's  health  care  benefits  are  nothing 
to  sneeze  at — particularly  at  a  time  when  most  companies  have 
had  to  cut  back  either  by  reducing  benefits  or  demanding  higher 
co-pays  and  deductibles  from  workers.  Retailing  is  traditionally 
a  low-wage  industry;  Wal-Mart's  workers  aren't  much  more 
likely  to  collect  Medicaid  benefits  than  the  national  average.) 

Having  succeeded  in  Maryland,  the  AFL-CIO  is  gearing  up 


for  similar  efforts  in  other  states.  Make  no  mistake,  such  a  bil 
is  but  the  proverbial  camel's  nose  under  the  tent.  With  th 
number  of  uninsured  people  in  the  U.S.  continuing  to  grov 
and  health  care  costs  rapidly  rising  above  the  rate  of  inflation 
politicians  will  be  tempted  to  load  health  care  costs  directl' 
onto  the  backs  of  businesses.  Why  make  10,000  employees  th 
cutoff  number?  Why  not  1,000?  Or  100?  Or  1?  Moves  like  thi| 
will  harm  our  international  competitiveness  and  throttle  an] 
standard-of-living-enhancing  innovations.  New  job  creatiol 
will  decrease,  joblessness  increase. 

The  Maryland  precedent  may  well  be  illegal  under  a  federa 
law  that,  in  effect,  bars  states  from  regulating  employee  benefit^ 
Even  if  this  spiteful  legislation  survives  the  courts,  the  idea  a 
punitively  punishing  unpopular  companies  smacks  of  Russian) 
esque/Third  World  thuggery  against  politically  out-of-favoi 
enterprises.  Mandating  a  fixed  threshold  will  also  have  the  perversi 
effect  of  lessening  incentives  to  increase  productivity  in  healtll 
care  and  get  lower  prices  from  insurers,  physicians  and  hospitals 

American  companies  are  reeling  from  soaring  health  car 
costs.  The  road  to  sanity  here  is  moving  to  Health  Savings  Ac 
counts,  which  give  beneficiaries  control  over  some  health  carl 
dollars.  Free-market  economics  can  work  in  health  care,  just  as  i 
does  everywhere  else.  For  example,  laser  surgery  to  substantially 
improve  eyesight  costs  a  third  of  what  it  did  a  decade  ago. 


Bloody  Good 


The  Historian — by  Elizabeth  Kostova  (Little,  Brown  &  Co., 
$25.95).  Meaty  thriller  that  never  flags,  gripping  you  from 
beginning  to  end.  This  tale  revolves  around  Vlad  the  Impaler, 
the  sadistic,  homicidal  15th-century  ruler  of  Wal- 
lachia  (now  part  of  Romania),  who  after  death 
morphs  into  Dracula.  (Vlad  was  also  an  effective 
fighter  against  the  invading  Ottoman  Turks.)  And, 
yes,  Vlad  goes  around  biting  victims  in  the  neck. 
The  book  is  also  a  travelogue — descriptions  of 
Romania,  Hungary,  Bulgaria,  Turkey  and  elsewhere 
are  first-rate — and  loaded  with  absorbing  history. 

Most  of  Kostova's  characters  are  three-dimen- 
sional, their  dialogue  plausible.  The  story  employs 


different  narrators  speaking  from  different  periods  in  time 
Despite  the  book's  length  and  byzantine  plot,  the  reader  neve: 
feels  overwhelmed  or  bogged  down.  This  is  the  perfect  companil 
ion  for  a  long  plane  ride  or  a  chill-out  vacation. 
Excerpt  If  I  had  had  any  visions  of  the  past,  I  had  seen 
only  their  rose-tinted,  sea-freshened  faces,  beetling 
brows,  capable  hands,  heard  the  creaking  of  their  fin 
ships,  smelled  the  spice  and  tar  and  sewage  of  th 
wharf  and  rejoiced  in  the  sturdy  ingenuity  ofthei 
buying  and  bartering. 

But  history,  it  seemed,  could  be  something  entires 
different,  a  splash  of  blood  whose  agony  didn't  fad\ 
overnight,  or  over  centuries.  I 
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A  remarkable  week  of 
Tahoe  in  the  fall 


A  warm,  welcome  family  escape 
from  winter  in  Los  Cabos 


I 


We  invite  you  to  vacation  better. 

Drew  Gilman  expects  a  certain  amount  of  adversity  in  his  life. 
He  just  doesn't  need  it  in  his  vacations.  That's  why  he  and  his 
family  joined  Exclusive  Resorts,  a  better  way  to  vacation  that 
gives  the  Gilmans  the  choice  of  over  300.  extraordinary  homes 
in  more  than  35  sought-after  destinations — each  more  than 
spacious  enough  for  the  whole  clan.  And  since  every  residence 
is  impressively  appointed  and  includes  a  private  concierge  and 
housekeeping,  the  Gilmans  leave  adversity  behind  and 
get  more  vacation  out  of  their  vacation. 


Laguna  Beach,  CA 
Bonica  Beach,  FL 
Miami  Beach,  FL 
Rosemary  Beach,  FL 
Kohala  Coast,  Big  Island,  HI 
Maui,  HI 

Kiawah  Island,  SC 

Abaco  Club,  Bahamas 

Great  Exuma  Island,  Bahamas 

Little  Dix  Bay,  A  Rosewood  Resort, 
British  Virgin  Islands 

Grand  Cayman,  Cayman  Islands 

Peninsula  Papagayo,  Costa  Rica 

St-Tropez,  France 

Canouan  Island,  The  Grenadines 

Los  Cabos,  Mexico 

Real  del  Mar,  Puerto  Vallarta, 
Mexico 

Turks  &  Caicos 


Lake  Tahoe,  CA 
Snowmass,  CO 
Telluride,  CO 
Vail  &  Beaver  Creek,  CO 
Deer  Valley,  UT 
Jackson  Hole,  WY 
vyhistler,  British  Columbia 
French  Alps 


Matt,  Katie  and  Luke  hunting 
seashells  at  Bonita  Beach 


Find  out  why  the  leading  luxury  residence  club — with  more 
choices  at  more  destinations  (and  more  in  development) 
than  any  other — is  also  probably  the  right  one  for  you. 
Call  866.875.3845  or  visit  www.exclusiveresorts.com/intro6 
for  a  free  Effortless  Vacation  DVD  today. 


METROPOLITAN 
San  Francisco,  CA 
New  York,  NY 
London,  England 
Paris,  France 
Florence,  Italy 


Drew  and  Barbee  toasting 
their  anniversary  in  Paris 


Scottsdale,  AZ 

Miraval,  Life  In  Balance,  Tucson,  AZ 
Carnegie  Abbey  Club,  Newport,  Rl 
Bovey  Castle,  Devon,  England 
Tuscany,  Italy 
Sailing  aboard  The  World 


A  glorious  week  of  golf 
on  Kiawah  Island 


EXCLUSIVE 

RESORTS" 


it/on  current  as  of  11.30.05.  Portfolio  of  destinations  and  properties  subject  to  change  at  any  time.  See  www.exclusiveresorts.com  for  current  list  of  destinations  and  properties  and  other  information. 
IVE  RESORTS  is  a  service  mark  of  Exclusive  Resorts,  LLC.  The  Exclusive  Resorts  Flower  Logo  is  a  registered  service  mark  of  Exclusive  Resorts,  LLC,  ©200s,  Exclusive  Resorts,  LLC.  All  rights  reserved.  . 


Other  Comments 


I  am  for  a  government  rigorously  frugal  and  simple.  Were  we  directed  from 
Washington  when  to  sow,  when  to  reap,  we  should  soon  want  bread. 

—THOMAS  JEFFERSON 


Beyond  the  Pale  "This  year  Russia  has  become  a  differ- 
ent country.  It  is  no  longer  a  democratic  country.  It  is  no  longer 
a  free  country,"  Andrei  Illarionov,  President  Vladimir  Putin's 
top  economic  adviser,  said  [in  December]  before  he  resigned. 
This  was  a  dramatic  and  exceedingly  rare  act  of  public  defiance 
by  a  major  Russian  public  official.  More  than  four  years  after 
President  Bush  looked  into  Mr.  Putin's  soul  and  found  a  man  he 
could  do  business  with,  Russia  is  sliding  into  the  abyss  econom- 
ically, politically  and  geopolitically.  Soviet-era  revanchism  is  on 
the  rise,  economic  liberty  is  in  peril,  restrictions  on  civil  society 
are  tightening,  and  arms  sales  and  ill-advised  gestures  to  rogue 
states  and  brutalizers  are  ongoing. 

— Washington  Times 

Potomac  Fever  The  real  problem  is  the  pro-spending 
mindset  ingrained  in  long-time  legislators.  It's  called  "Potomac 
Fever,"  and  it  causes  members  of  Congress  to  see  themselves  as 
philanthropists  with  unlimited  means  to  solve  every  problem  in 
society.  Potomac  Fever  is  fueled  by  the  thousands  of  interest 
groups  in  Washington  that  trumpet  the  benefits  of  favored  pro- 
grams. For  legislators,  spending  rewards  their  egos  because  they 
get  lauded  in  the  media  for  their  noble  public  service,  they  get 
praised  by  program  beneficiaries,  they  get  toasted  at  gala  dinners 
in  their  honor,  and  they  get  buildings  and  highways  named  after 
them.  Unfortunately,  members  of  Congress  forget  that  they  are 
spending  other  people's  money.  They  don't  consider  the  private 
activities  that  would  occur  if  resources  weren't  redirected  to 
Washington  to  fund  their  "philanthropy."  They  become  program 
advocates,  rather  than  referees  who  judge  program  merits  against 
concerns  about  tax  levels  and  adherence  to  the  Constitution. 

What  medicine  can  cure  Potomac  Fever?  Congressional  term 
limits  would  help.  Tight  caps  on  overall  spending  would  help.  Bet- 


Jack,  when  we  get  down  the  hill  lefs  put  the  pail  up  for  auction.' 


ter  understanding  of  the  failures  of  government  programs  would 
help.  But  first  we  need  to  appreciate  that  politicians  enjoy  spends 
ing,  they  gain  esteem  from  it,  and  most  of  them  see  their  role  as 
philanthropists,  not  defenders  of  the  taxpayer  or  the  Constitution! 
—CHRIS  EDWARDS,  Cato  Institute,  National  Review  Onlini 

Measure  of  a  Man  Experience  is  not  a  matter  of  havn 
ing  actually  swum  the  Hellespont,  or  danced  with  the  dervishes! 
or  slept  in  a  doss-house.  It  is  a  matter  of  sensibility  and  intuition 
of  seeing  and  hearing  the  significant  things,  of  paying  attention 
at  the  right  moments,  of  understanding  and  coordinating.  Expe-< 
rience  is  not  what  happens  to  a  man;  it  is  what  a  man  does  witr) 
what  happens  to  him. 

— ALDOUS  HUXLEY 

Renegade  Strategy  There  has  certainly  never  been  I 
successful  filibuster  in  the  case  of  a  judicial  nominee  who  clearh 
had  the  approval  of  a  majority  of  the  Senate.  And  there  has  surer] 
never  been  a  campaign  like  the  one  undertaken  by  the  Democrat] 
since  2001  to  systematically  deny  judicial  appointment  by  meanj 
of  the  filibuster.  Two  hundred  years  of  tradition  has  been  radi 
cally  and  unilaterally  changed  by  the  minority.  Why?  The  reasoD 
is  obvious.  Democrats  have  not  had  a  very  good  run  recently  iij 
the  popularly  elected  branches.  Since  choosing  the  wrong  side  o| 
the  culture  wars  of  the  1960s,  they  have  won  only  three  of  th 
past  ten  presidential  elections.  A  decade  ago  they  lost  control  0 
the  House  for  the  first  time  in  40  years,  and  now  have  lost  all  th* 
elected  branches.  They  are  in  a  panic  that  they  will  lose  their  onj 
remaining  ability  to  legislate — through  the  courts.  And  this  thel 
have  done  with  great  success,  legislating  by  judicial  fiat  everythinj 
from  abortion  to  gay  marriage  to  religion  in  the  public  square 
They  want  to  maintain  that  commanding  height  of  the  culturi 
and  are  not  about  to  let  something  like  presidential  prerogativ 
and  two  centuries  of  Senate  history  stand  in  their  way. 
Hence  the  filibuster  strategy. 

—CHARLES  KRAUTHAMMER,  Washington  Poi 

In  My  Mind's  Eye  As  an  adult,  I  have  often  known  tha 
peculiar  legacy  time  brings  to  the  traveler:  the  longing  to  sea 
out  a  place  a  second  time,  to  find  deliberately  what  we  stumble* 
on  once  before,  to  recapture  the  feeling  of  discovery.  Sometime 
we  search  out  again  even  a  place  that  was  not  remarkable  I 
itself — we  look  for  it  simply  because  we  remember  it. 

— The  Historian,  by  ELIZABETH  KOSTOV1 

A  Well-Stocked  Pantry  a  house  is  no  home  unles 

it  contains  food  and  fire  for  the  mind  as  well  as  for  the  body. 

—MARGARET  FULLER  I 
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If  you're  still  not  using  FedEx,  you're  running  out  of  excuses. 


Don't  worry  about  international  shipping.  Just  call  FedEx  and  we'll  do 
the  rest.  With  FedEx  you  can  ship  almost  anything  from  documents  to 
freight.  And  we  offer  more  delivery  choices  to  Asia  —  from  economy 
to  priority.  We'll  even  help  you  with  all  of  the  paperwork  and  customs 
clearance.  Take  your  company  global  —  now  there's  no  reason  not 
to.  Go  to  fedex.com  to  see  how  easy  international  shipping  can  be. 


Express 


Relax,  it's  FedEx.' 


Verisign  intelligent  infrastructure  at  work. 

Today  and  every  day,  VeriSign  intelligent  infrastructure  services  enable  and  protect  an  ever-increasing 
number  of  interactions  over  the  world's  voice  and  data  networks,  helping  to  drive  a  dramatic 
transformation  in  the  way  people  work,  play,  and  live.  That's  why  global  enterprises,  service  providers, 
and  media  companies  are  turning  to  VeriSign  to  help  them  accelerate  new  revenue  opportunities 
and  sharpen  their  competitive  edge.  We  can  help  you  too.  VeriSign.®  Where  it  all  comes  together.1' 


;ign.com/intelligence 

J  the  free  white  paper  on  intelligent  infrastructure  services. 


eriSigrr 


©2006  VeriSign,  Inc.  All  rights  reserved  VeriSign,  the  VenSign  logo.  "Where  it  all  c 
and  designs  are  registered  or  unregistered  trademarks  of  VenSign  and  its  subsidia 


es  together.'  and  other  trademarks,  service  marks. 
:  in  the  United  States  and  in  foreign  countries 


lurrent  Events 


|y  Caspar  W.  Weinberger,  chairman 


India:  on  Every  Business  Agenda 


DRBES  COLUMNIST  AND  FAMED  BRITISH  HISTORIAN  PAUL 
>hnson  in  September  urged  that  we  devote  far  more  time  and 
Tort  to  "forging  close  and  durable  links  with  India."  While 
urope  will  always  be  important  to  us,  the  road  to  our  economic 
id  strategic  success  in  midcentury  will  run  straight  through 
idia.  Demographic  trends  show  that  by  2050  the  GNP  of  the 
.S.  will  be  three  times  larger  than  that  of  Europe.  Currently  all 
ge  U.S.  corporations  have  extensive  business  trips  to  Europe 
l  their  agendas,  but  in  the  future  they  will  need  to  pay  far  more 
tention  to  building  major  business  relationships  with  India. 

Trade  between  the  U.S.  and  India  increased  from  $5.5  bil- 
3n  in  1990  to  $18  billion  in  2003, 
th  the  U.S.  becoming  India's  largest 
ading  partner.  Among  India's 
lports  are  petroleum,  chemicals,  fer- 
izers,  industrial  machinery  and 
mstones.  Among  its  exports  are 
lemicals,  cotton  textiles  and  cloth- 
g,  cut  diamonds  and  jewelry,  iron 
e  and  tea.  It  is  also  a  large  supplier  of 
itsourcing  manpower  for  U.S.  and 
her  foreign  companies. 

Economic  growth  in  India's  south- 
n  and  western  states  has  exploded, 
it  such  growth  has  not  occurred  in  the  northern  and  eastern 
ates.  These  states,  therefore,  have  much  higher  poverty  rates, 
dia  desperately  needs  more  foreign  investment.  It  must  make 
tter  progress  in  controlling  the  spread  of  AIDS.  And  high  on 
agenda  are  stabilizing  and  improving  relationships  with 
ina  and  lapan,  both  of  which  invaded  India  in  the  past.  While 
ations  between  India  and  Pakistan  remain  tense,  there  has 
en  improvement  on  that  front. 

With  every  indicator  showing  the  importance  of  a  strong 
S.  relationship  with  India,  the  obvious  question  is:  Why  has 
ot  always  been  the  case?  There  were  many  years  when  India 
s  thought  of  as  an  automatic  enemy  Congress  party  gov- 
ments  under  the  leadership  of  the  Gandhi  family  were 
gely  Socialist  and  maintained  close  ties  with  Russia  during 
Cold  V/ar.  Further  exacerbating  things  was  the  tendency  of 
S.  foreign  policy  experts  to  demonstrate  their  liberality  by 
nsistently  taking  India's  side  in  any  disagreements  between 
After  our  victory  in  the  Cold  War,  however,  India's  ties  to 
ssia  became  far  less  important. 

In  1991,  following  Rajiv  Gandhi's  assassination,  P.V. 
rasimha  Rao  became  prime  minister.  Rao  began  a  series  of 


The  Bombay  Stock  Exchange  in  Mumbai's  central  busi- 
ness district  is  a  soaring  symbol  of  India's  success. 


economic  reforms,  moving  the  country  toward  a  free-enter- 
prise system.  He  ended  many  government  monopolies  and 
encouraged  foreign  investment  and  corporate  ownership.  He 
also  reduced  taxes  on  imported  goods.  In  1996,  however,  the 
Congress  party — which,  with  the  exception  of  four  years,  had 
led  India  since  independence — suffered  a  major  defeat.  Since 
then  large  and  diverse  political  coalitions  have  been  needed  to 
win  elections  and  keep  the  country  politically  stable. 

In  March  1998  a  coalition  led  by  the  Bharatiya  Janata  party 
(BJP)  came  to  power,  and  Atal  Bihari  Vajpayee  became  prime 
minister.  In  May  India  proceeded  with  nuclear  weapons  tests 
and  declared  itself  capable  of  using 
and  producing  such  weapons.  Per- 
versely, this  provided  an  opportunity 
for  strengthening  relations  between 
the  U.S.  and  India.  Pakistan  soon  fol- 
lowed with  its  own  nuclear  tests,  and 
tensions  between  India  and  Pakistan 
have  since  gone  through  a  series  of 
escalations  and  easings. 

Under  the  leadership  of  prime 
ministers  Vajpayee  and  Manmohan 
Singh  (Indian  National  Congress)  the 
climate  for  business  has  continued  to 
improve.  India  has  many  assets  to  recommend  it  to  American 
and  European  businesses  looking  for  a  base  in  which  to  anchor 
their  expansions  into  Asia.  It  has  an  educated,  well-trained 
workforce,  a  generally  strong  infrastructure  and  good  commu- 
nications and  informational  networks.  Because  of  its  years 
under  British  rule,  it  has  a  long  tradition  of  familiarity  with  Eng- 
lish and  of  upholding  the  rule  of  law.  As  mentioned,  India  also 
has  substantial  outsourcing  experience.  It  has  joined  China  in 
becoming  a  magnet  for  economic  growth. 

The  Open  Skies  aviation  agreement  of  2005  opened  up 
many  direct  flights  between  cities  in  the  U.S.  and  India,  facilitat- 
ing trade  and  travel  between  our  two  countries.  Political  rela- 
tions have  strengthened  along  with  our  business  ties.  The  U.S. 
and  India  now  enjoy  a  stronger  security  relationship  and  engage 
in  regular  joint  military  exercises. 

India  is  a  natural  partner  for  the  U.S.  in  this  volatile  part 
of  the  world.  Its  economic  progress  still  requires  nurturing. 
We  must  manage  this  relationship  carefully  and  well,  keeping 
in  mind  that  any  renewal  of  hostilities  among  India,  Pakistan 
and  China  would  be  disastrous  for  India's  future — and,  indeed, 
that  of  the  world.  F 
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Not  what  you'd  expect  to  hear  from  a  drug  company. 
The  Merck  Patient  Assistance  Program  has  provided 


Merck  medicines  free  to  those  who  can't  afford 


them  for  nearly  50  years.  To  find  out  if  you're 
eligible,  call  1-800-727-5400  or  visit  merck.com. 


Where  patients  come  first  ^  MERCK 


!i?0O5  Merck' 


)igital  Rules 

ly  Rich  Karlgaard,  publisher 


Predicting  the  Future:  Part  II 


3RADUATED  FROM  COLLEGE  IN  1976.  THAT  WAS  30  YEARS  AGO, 
ie  same  30-year  gap  experienced  by  Marty  McFly  in  the  movie 
ick  To  the  Future  (see  Jan.  30,  p.  33).  Let's  fire  up  Doc  Brown's 
eLorean  time-traveler  and  return  to  1976. 

But  would  we  really  want  to  go?  We'd  be  reminded  that  the 
evailing  view  of  the  world  in  1976  was: 
The  planet  was  severely  overpopulated  and  would  soon  run 
it  of  natural  resources. 

The  age  of  entrepreneurship  was  dead  and  was  being  replaced 
the  conglomerated  efficiencies  of  large  companies. 
Capitalism  was  morally  repugnant  because  it  wasted  resources 
d  oppressed  the  poor. 

The  Zeitgeist  of  1976  had  taken  root  in  1968,  a  year  of  tur- 
oil  and  doubt.  Stanford  professor  Paul  Ehrlich  fueled  our 
)ubts  with  a  bestseller  called  The  Population  Bomb.  Ehrlich 
edicted  catastrophe:  Famine  would  break  out,  followed  by 
bal  wars,  etc.  Implied  in  Ehrlich's  writing  was  that  humans 
ere  consumers,  not  producers,  of  resources.  If  Ehrlich  was 
*ht — and  most  of  us  gulhble  college  students  thought  he  was — 
en  the  only  moral  path  available  for  us  was  to  not  procreate. 

Suppose  you  believed  Ehrlich.  Suppose  your  1976  sense  of 
oral  certitude  overrode  your  natural  instinct  to  want  children, 
ppose  it  wasn't  until  the  late  1980s  that  you  woke  up  and  real- 
ed  Ehrlich  was  a  boob,  that  he  had  gotten  it  all  wrong. 
J  hoops,  better  get  busy  trying  to  make  babies,  right?  But  what 
all  those  years  later  one's  sperm  count  or  egg  motility  was  no 
nger  up  to  the  task?  What  if  your  fertility  window  had  opened 
d  shut  while  you  were  under  the  spell  of  quacks  like  Ehrlich? 
Well,  too  bad  for  you. 

Beliefs  have  consequences,  and  they're  sometimes  harsh, 
ne  1976  college  grad  joins  AT&T,  having  been  taught  by  lohn 
nneth  Galbraith  at  Harvard  that  we  live  in  an  age  of  great 
rporate  efficiency.  Another  joins  Oracle,  thinking  this  Larry 
ison  guy  is  awfully  smart.  The  first  person  trades  excitement 
■  prestige  and  gets  neither.  The  second  gets  both,  helps  change 
;  business  world  for  the  better  and  retires  rich.  Ideas  and 
>rldviews  do  matter  greatly  in  our  lives. 

ental  Operating  System 

is  column's  chief  goal  is  to  supply  you  with  a  worldview — 
nental  operating  system — that  will  be  as  good  30  years  from 
w  as  it  is  today.  If  this  column  causes  you  to  see  opportunity 
yond  the  defeatist  smog,  then  I'll  have  done  my  job. 

Three  eternal  truths  sit  at  the  core  of  our  mental  operating 
tern.  The  first:  Natural  resources  will  never  run  out.  Etch  this 
o  your  brain — man  discovers  or  creates  resources  faster  than 

uses  them  up.  Whale  blubber  started  to  run  out  in  the  early 


1800s.  The  Paul  Ehrlichs  of  the  time  were  in  a  panic.  Then  in  1859 
Edwin  Drake  drilled  the  world's  first  oil  well  in  Titusville,  Pa. 

The  second  eternal  truth:  Success  is  not  a  zero-sum  game, 
though  most  academic  economists,  pundits  and  politicians  act 
as  if  it  were — maybe  because  they  vie  for  glory  in  zero-sum 
professions.  (There  can  be  only  1  U.S.  President  and  50  senators, 
for  example.)  The  third  eternal  truth:  The  Golden  Rule  is  more 
than  a  spiritual  truth,  it  is  a  business  truth.  You  get  ahead  in 
business  by  serving  others.  Sure,  you  can  try  to  cheat  or  cut 
corners — and  you  may  succeed.  But  the  odds  overwhelmingly 
favor  the  company  that  serves  its  customers  with  great  products 
and  services  at  a  fair  price.  This  is  even  truer  today,  in  the  age  of 
Internet  price  transparency  and  activist  consumers. 

Beyond  these  eternal  truths  are  modern  truths.  Moore's  Law 
is  one.  We  know  that  digital  technology  progression  occurs  at  a 
predictable  rate:  Chips  double  in  performance  every  18  months; 
storage  every  12  months;  bandwidth  every  9  months — or  close 
enough,  anyway.  I  know  a  billionaire  venture  capitalist  who  says 
his  secret  of  success  has  been  simply  "to  project  Moore's  Law 
into  the  future  and  to  imagine  what  new  products  and  services 
it  would  bring."  Moore's  Law  has  been  a  billion-dollar  idea  to 
this  investor. 

Another  modern  law  was  best  described  by  banking  legend 
Walter  Wriston,  a  great  thinker  who  died  a  year  ago.  Let's  call  it 
Wriston's  Law  of  Capital.  In  the  age  of  electronic  money  trans- 
fers, said  Wriston,  "Capital  will  always  go  where  it's  welcome  and 
stay  where  it's  well  treated."  Capital  is  mobile,  capital  is  in  play, 
and  if  you  want  some  of  it,  you'd  better  treat  it  well.  Evidently 
the  state  of  Maryland  hasn't  heard  of  Wriston's  Law.  It  recendy 
passed  laws  raising  the  minimum  wage  and  requiring  large 
employers  such  as  Wal-Mart  to  pay  higher  employee  health  care 
insurance  costs.  Wriston's  Law  predicts  that  these  decisions  will 
be  good  for  the  economy  . . .  neighboring  Virginia's  economy. 

Wriston  once  told  me  that  capital  is  not  just  money,  "It's  also 
talent  and  ideas.  They,  too,  will  go  where  they're  welcome  and  stay 
where  they're  well  treated."  Google  understands  Wriston's  Law  per- 
fecdy.  The  company  attracts  the  first  cut  of  talent  in  Silicon  Valley 
because  it  offers  stock  options,  the  value  of  which  has  risen.  But 
more  than  that,  Google  gives  creative  freedom  to  its  scientists  and 
engineers.  One  day  a  week  the  brainiacs  work  on  whatever  projects 
they  like.  Google  is  a  giant  playpen.  This  is  Wriston's  Law  at  work. 

Moore's  Law,  Wriston's  Law  and  a  few  other  older  truths 
help  us  see  the  world  in  which  we  live.  And  where  that  world  is 
going.  With  the  right  belief  system  we  can  predict  the  future.  F 


Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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More  and  more  executives  are  using  their  j^Y"^  c3lf 


Which  begs  the  question:  What's  a 


mai 


THE  FLOW  OF  MAIL,  documents  and  packages 
has  become  increasingly  diverse,  containing 
everything  from  bills  and  e-statements  to  direct 
mail  and  goods  like  DVDs. 

In  fact,  it  has  become  so  complex  that  some 
key  players  have  coined  a  new  term,  the 
mailstream,  to  better  describe  this  dynamic 
amalgam  of  data,  processes,  and  technology. 

But  out  of  complexity  has  come  opportunity.  A 
growing  number  of  business  leaders  have 
transformed  their  mailstream  into  a  profit 
engine  —  with  help  from  Pitney  Bowes. 


We're  the  only  company  that  offers  end-tc 
end  mailstream  solutions,  from  data  managemen 
to  personalized  document  creation,  productior 
and  distribution.  They  can  make  your  business 
mail  more  effective,  efficient,  and  persona 
than  you  may  have  thought  possible. 

The  result:  Increased  customer  acquisitior 
retention  and  loyalty.  Significantly  decreasec 
costs.  And,  ultimately,  higher  profit. 

So  as  you  can  see,  the  question  is  no  longe 
"what's  a  mailstream?"  It's  "when  can  I  star! 
profiting  from  it?" 

Visit  pb.com/mailstream  to  learn  more. 


©2006  Pitney  Bowes  Inc.  All  Rights  Reserved. 
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Russian  Nesting  Dolls 

A 


L 


AST  YEAR  HARVARD  Eco- 
nomics professor  Andrei 
iShleifer  (left)  and  hedge 
fund  manager  wife  Nancy  Zim- 
merman paid  $3.5  million  to 
end  a  lawsuit  claiming  he  vio- 
lated self-dealing  rules  when 
they  invested  in  Russia  while 
the  feds  paid  him  to  advise 
Russian  officials  on  privatiza- 
tion. (Harvard  forked  over 
$26.5  million  to  settle.)  Now 
Zimmerman  is  back  in  court, 
fighting  an  Internal  Revenue  Service  ruling  that  her  fund  used  a 
sham  to  claim  tens  of  millions  of  dollars  in  Russian  bond  losses. 
Her  suits  say  her  fund  in  1999  paid  $14  million  for  the  stake  in  a 
Cayman  Islands  partnership  that  Tiger  Capital,  Forbes  400  mem- 
ber Julian  Robertson  Jr.'s  now  defunct  hedge  fund,  got  by  con- 
tributing fallen  Russian  debt  that  originally  cost  it  upward  of 
$200  million.  After  the  debt  was  partially  sold  in  2000,  Zimmer- 
man's fund  claimed  big  losses  based  on  Robertson's  cost — a  no- 
no  that  the  IRS  asserts  also  merits  penalties.  All  legit  and,  besides, 
the  feds  challenged  the  deal  too  late,  she  asserts.  — Janet  Novack 

No  Mention  of  His  Tax  Acumen 

The  IRS  says  Covington,  Ky.  developer  William  R  Butler  used  an 
abusive  shelter  to  duck  taxes  on  $25  million  of  income  from 
2001 .  Buder,  who  operates  through  Corporex  Cos.  LLC,  coughed 
up  $10  million  to  dispute  the  claim  and  sue  for  a  refund  in  his 
hometown  federal  court.  The  feds  say  he  used  the  formally 
disfavored  "Son  of  Boss"  shelter;  in  a  75-day  period  his  entities 
took  and  closed  out  large  offsetting  options  positions  on  Brazil- 
ian currency,  the  S&P  500  and  other  indexes.  Buder  pleads  he 
relied  on  "competent  tax  professionals,"  the  loss-generating  deal 
was  real,  and  Son  of  Boss  it  wasn't.  He  also  chairs  Eagle  Hospi- 
tality Properties  Trust,  a  New  York  Stock  Exchange-listed  real 
estate  investment  trust  not  in  this  case.  In  November,  when 


Butler  received  the  Kentucky  Governor's  Economic  Develop) 
ment  Leadership  Award,  an  official  press  release  lauded  h  [ 
"business  acumen."  — J.N.  and  William  P.  Barrel 

It's  All  in  the  Marketing 

Fee-only  financial  planners  are  criticizing  Smith  Barney's  dec 
sion  to  join  other  wire  houses  and  call  their  14,000  stockbroke: 
"financial  advisors"  instead  of  "financial  consultants."  They  S2 
the  firm  is  creating  a  misleading  impression  that  conflict-fre 
independent  advice  will  be  given  even  though  brokers  are  pai 
on  commission  and  won't  recommend  no-load  mutual  fund 
lust  standardizing  job  titles  after  an  acquisition,  a  Smith  Barne 
flack  says.  — J.N.  and  W.P.i 

Blast-Furnace  Investing 

Silver  dimes,  quarters  and  half-dollars  minted  for  several  decadil 
until  the  mid-1960s  and  not  considered  collectible  for  their  ra: 
ity  are  now  worth — as  scrap — 550%  above  face  value.  Web  si' 
Coinflation.com  says  even  the  all-copper  penny  made  from  1951 
to  1982  and  still  in  general  circulation  today  contains  1 .4  cents  I 
the  metal.  These  days  the  U.S.  Mint  is  a  lot  chintzier.  The  most 
zinc  penny  is  worth  a  half-cent,  while  new  dimes  and  quarters  ail 
marked  up  eight  times  over  intrinsic  value.  Worst  deal  of  all:  trl 
Sacajawea  dollar,  valued  at  3.7  cents.  — W.P.ll 


Gains  to  Swear  By 


The  mere  filing  by  chief  executives  of  their  first  government- 
mandated  certification  in  2002  attesting  to  financial  statement 
accuracy  boosted  stock  prices  1.2%  over  four  trading  days,  a 
new  academic  study  says.  Yan  Zhang,  a  Rice  University  assis- 
tant professor  of  management,  writes  that  the  419  public  com- 
panies surveyed  saw  an  average  $68  million  increase  in  mar- 
ket cap.  Biggest  gains  tended  to  come  in  firms  whose  boss  had 
a  long  tenure,  big  personal  stockholdings  and  seats  on  other 
boards.  Zhang  speculates  that  such  factors  conveyed  greater 
credibility  and  positive  signals  to  investors.  —Tatiana  Seralin 


flanking  the  Academic  Elite  by  Deadbeats 


Among  the  100  top-ranked  national  universities  and  liberal  arts  colleges  in  the  U.S.,  these  are  listed 
as  having  the  highest  default  rate  on  federal  student  loans.— W.P.B. 


INSTITUTION  1  LOCATION 

RATE 

INSTITUTION  1  LOCATION 

RATE  f 

Penn  State  University  I  State  College,  Pa. 

2.6% 

Swarthmore  College  1  Swarthmore,  Pa. 

1.9% 

Reed  College  I  Portland,  Ore. 

2.6 

Tulane  University  I  New  Orleans,  La. 

1.9 

University  of  Florida  1  Gainesville,  Fla. 

2.2 

Bard  College  1  Annandale-on-Hudson,  N.Y. 

1.9  L 

Colgate  University  I  Hamilton,  N.Y. 

2.1 

Brown  University  1  Providence,  R.I. 

1.8 

Rhodes  College  i  Memphis,  Tenn. 

2.1 

Trinity  College  I  Hartford,  Conn. 

1.8 

Sarah  Lawrence  College  1  Yonkers,  N.Y. 

2.0 

Bowdoin  College  I  Brunswick,  Me. 

1.7 

Wesleyan  University  I  Middletown,  Conn. 

2.0 

Mount  Holyoke  College  I  South  Hadley,  Mass.  1.6 

Data  for  2003,  latest  available  year;  overall  U.S.  average:  4.5%.  Sources:  U  S.  Department  of  Education;  U.S.  News  &  World  Report. 
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e  four  corners  of  the  world. 

rking  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
wledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
nagement  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
lement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
r  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 


am  more  about  Ricoh,  go  to  ricoh.com/thinkasone 


RICOH 


On  My  Mind  

By  Rear  Admiral  David  J.  Nash  (Ret.),  former  director  of  both  the  Iraq  reconstruction  management  office  and 

THE  PROJECT  AND  CONTRACTING  OFFICE;  NOW  PRESIDENT  OF  BE&K  GOVERNMENT  GROUP  IN  BIRMINGHAM,  ALA. 


Rebuilding  Under  Fire 

Is  this  any  way  to  run  a  reconstruction? 


I  WAS  IN  IRAQ  FROM  JULY  2003  TO  SEPTEMBER  2004,  OVERSEEING 
the  creation  and  management  of  the  $18.4  billion  reconstruc- 
tion program  of  Iraq  for  the  United  States.  It's  been  buried  in 
the  negative  news,  but  much  progress  has  been  made  in  Iraq. 
Unemployment,  while  high  at  33%,  is  down  sharply  from  55% 
in  2003,  to  cite  just  one  item. 

But  yes,  mistakes  were  made,  and  from  those  we  can  learn 
some  lessons.  We've  all  heard  about  the  heated  debate  about  a 
prewar  State  Department  plan  versus  a  Department  of  Defense 
plan.  I  can  tell  you  that  those  of 
us  assigned  to  move  in  and  begin 
reconstruction  were  provided 
with  no  plan. 

Our  first  project  list  stretched 
to  5,000  items,  ranging  from 
$24,000  school  renovations  to 
reconstructing  $300  million 
power  plants.  The  money  we 
were  given  could  cover  only 
2,300  of  those  projects.  Begin- 
ning in  November  2003  we  had 
30  days  to  create  a  comprehen- 
sive program  to  reconstruct 
Iraq's  broken  infrastructure.  We 
had  only  14  contractors,  who 
had  to  traverse  dangerous  terrain 
planted  with  improvised  explo- 
sive devices.  Our  first  lesson 
learned  was  an  obvious  one:  the 
need  for  planning. 

Lesson  number  two:  the  need 
for  organizational  design  that  lays 
out  a  single  chain  of  accountabil- 
ity and  reporting.  This  was  cru- 
cial in  Iraq,  where  electricity,  water  and  sewage  treatment,  oil 
distribution,  transportation,  communications  and  education 
were  all  in  a  state  of  utter  neglect  after  30-plus  years  under  Sad- 
dam Hussein.  A  shocking  84%  of  the  country  had  no  access  to 
working  sewage  systems,  and  40%  had  no  potable  water.  Power 
plants  were  in  miserable  shape.  High-voltage  lines  had  been 
destroyed  during  the  looting  and  burning  that  took  place  after 
the  war. 

Unfortunately,  bureaucracy,  politics  and  turf  battles 
in  Washington  ensued.  Necessary  resources  in  money  and 
people,  which  should  have  been  meted  out  before  facing 
this  situation,  were  debated  heavily,  resulting  in  loss  of 


"We  had  only  14  contractors,  who  had  to 
traverse  dangerous  terrain  planted  with 
improvised  explosive  devices." 


time  and  focus. 

For  example,  one  very  senior  DOD  official  told  me  early  < 
that  I  would  not  need  any  help  or  resources  on  the  ground 
Iraq  because  all  the  management  could  be  done  from  Was 
ington.  Run  a  complex  and  very  large  program  from  7,0< 
miles  away?  Imagine  a  giant  screwdriver  with  the  blade 
Iraq  and  the  handle  back  in  Washington,  D.C.  Managii 
complex  programs  requires  senior  officials  and  significa 
support  on  the  ground,  in  the  "forward  element,"  as  we  say 

the  military. 

Another  powerful  lessc 
learned:  the  need  for  consi 
tency,  in  this  case,  of  personn 
With  constant  staff  turnov« 
operations  suffered.  Some  pe 
pie  were  in  the  country  for  as  1 
tie  as  two  weeks,  many  for  on 
90  days.  It  was  quickly  apparel 
to  those  in  the  field  that  to  su 
ceed  in  long-term  efforts,  pa 
ticipants — whether  in  contrac 
ing  or  operations — should  be 
the  country  for  longer  periods 
would  recommend  a  minimu 
of  six  months  or,  better  stii 
one  year. 

Since  behavior  is  driven  I 
metrics,  or  measurements,  it 
critical  to  define  those  measur 
ments  consistently.  In  Iraq,  oi 
agency  was  tallying  the  tot 
number  of  hours  that  everybot 
worked,  while  another  w 
reporting  how  many  peop 
were  working  every  day.  Identifying  true  progress  was  almc 
impossible.  The  U.S.  needs  to  pick  one  definition  and  sti 
to  it  across  the  board.  • 

It  is  important  to  point  out  that,  despite  these  challenge 
a  tremendous  amount  of  work  has  been  accomplished.  M 
and  women,  civilians  and  military,  are  laboring  honorably 
serve  the  people  of  Iraq  as  well  as  our  own  country.  To  dat 
3,000  projects,  such  as  schools  and  water  treatment  facilitit 
have  begun;  2,100  of  those  have  been  completed  and  are  pr 
viding  a  better  life  for  the  Iraqis.  This  is  a  battle  won  throuj 
daily  heroism  and  incremental  improvements,  both  of  whi 
have  a  tendency  to  fly  under  the  media  radar. 
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TO  SURVIVE  IN  THIS  DOG-EAT-DOG  WORLD,  SOMETIMES  YOU  NEED  A  LITTLE  PUDDING. 

At  the  end  of  the  day,  even  the  most  battle-hardened  road  warrior 
appreciates  a  cup  of  sweet,  smooth  tapioca.  Or  cool,  creamy  pistachio 
ice  cream.  Or  fresh  ham  and  swiss  on  a  baguette.  Whatever  business 
travelers'  intrepid  hearts  desire,  the  new  24-hour  markets  in 
Courtyard's  redesigned  lobbies  have  what  it  takes  to  satisfy  them. 

NEW  24-HOUR  MARKET  AT  COURTYARD? 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS. 


or  reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/Courtyard. 

larket  items  vary  by  location. 


COURTYARD 
"  Jharnott 


PREEMPTIVE  SECURITY  IS  HERE: 


Wake  up! 

PREEMPTIVE  PROTECTION  WILL 

secure 

YOUR  FUTURE. 


Proventia  ESP  (Enterprise  Security  Plattorm)  trom  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intrusio 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  enabl 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  for  yo 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 

NETWORK  &  HOST  INTRUSION  PREVENTION      I      VULNERABILITY  MANAGEMENT     I       MANAGED  SECURITY  SERVICE 


©2005  Internet  Security  Syste 


All  rights  reserved. 


www.iss.net 


Q  Internet  |  Security  I  Systems 

Ahead  of  the  Threat. 
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Follow-Through 

OCTOBER  18,  2004 

Tyson's  Trials 


John  Tyson  hasn't  had  a  great  run 
since  we  profiled  him.  Four  years 
earlier  he  had  stepped  into  the  top 
post  at  the  world's  largest  meat  producer 
at  age  46,  taking  the  job  once  held  by  bil- 
lionaire dad  Donald  Tyson.  Fiscal  2005 
sales  of  $26  billion  were  flat  compared 
with  the  previous  year,  and  profits  slid 
12%,  mainly  on  account  of  poor  perfor- 
mance in  the  beef  business.  Tyson's  stock, 

FLASHBACKS 


up  11%  since  our  story  ran,  lagged  the 
S&P  500,  which  climbed  18%  in  the  same 
period.  Tyson's  board  has  shown  its  dis- 
pleasure, cutting  the  chief  s  total  pay  from 
$7.2  million  to  $5.5 
million.  Meantime, 
Dad  is  still  making 
news,  and  it's  not 
good.  Last  April 
Tyson  Foods  paid  a 
$1.5  million  fine  to 
the  Securities  & 
Exchange  Commis- 
sion to  settle  charges 
that  the  company 
didn't  fully  disclose 
perks  it  had  doled 
out  to  Don,  who  still 
sits  on  the  board  of 
directors. 

— Megan  Johnston 

OCTOBER  11  2004 

High  Grades 

High  Tech  High  is  a  promising  char- 
ter high  school  in  San  Diego  that 
started  in  2000.  It  boasts  small 
classes,  high  standards,  graduates  who  all 
attend  college,  and  an  influx  of  cash  from 
corporate  donors.  Founder  Larry  G. 


Rosenstock,  who  runs  six  other  school'! 
addition  to  High  Tech,  scored  a  coup  I 
January  when  California's  Board  of  Eel 
cation  granted  him  a  charter  to  laurl 
another  ten  schools  over  the  next  f| 
years.  A  huge  step  forward  for  Rosenstcl 
and  for  the  charter  school  movement, 
the  first  charter  in  the  nation  to  co 
multiple  schools.  He  has  already  secu 
$3.5  million  from  an  anonymous  doil 
for  one  of  the  ten,  to  open  in  Chula  V  | 
in  2007. 

— Victoria  Murphy  Bai 

JUNE  6,  2005 

Martha's  New  Hiri 

It  was  a  good  year  for  Dawna  Stone, 
37-year-old  founder  of  Her  Spc 
magazine.  She  got  profiled  in  our  m 
azine  and  then  in  December  emerj 
victorious  as  the  winner  of  Martha  St« 
art's  apprenticeship  competition.  Stor 
prize:  a  job  at  Martha  Stewart  Liv 
Omnimedia  health  and  fitness  magaz 
Body+Soul,  which  competes  with  Stor 
own  publication.  Stone's  husba: 
Matthew  Dieter,  has  taken  over  d 
to-day  operations  at  Her  Sports.  St<| 
says  Martha  has  hinted  she  may  buy 
Her  Sports.  — Amanda  Schut 


85  YEARS  AGO  IN  FORBES    JANUARY  22,  1 92 1 

Tobacco  Stain  Prices  of  cigars  and  tobacco  were  never 

before  so  excessively  high  as  they  are  today.  Nor  have  consumers 
received  the  slightest  intimation  of  any  prospective  reductions.  The 
unhappy  truth  is  that  several  of  the  most  powerful  tobacco  leaders 
are  men  of  none  too  admirable  a  type.  They  are  a  callous,  hard- 
hearted, mercenary,  money-grabbing  lot,  given  to  questionable 
operations  to  line  their  pockets. 

30  YEARS  AGO  IN  FORBES    NOVEMBER  I,  1 976 

DuPont's  Doldrums  Even  its  name— E.I.  du  Pont  de 

Nemours  &  Co.— suggested  an  aging  blue  chip  gathering  cobwebs 
after  II  generations  of  family  management.  More  certain  evidence 
was  its  declining  profitability.  During  the  Sixties  DuPont's  vaunted 
20%-plus  return  on  shareholders'  equjty  dropped  to  around  12%. 
Last  year  it  was  only  7.4%.  Today  the  cobwebs  have  been  swept 
away  from  DuPont's  Wilmington,  Del.  headquarters  with  a  broom 
wielded  by  60-year-oid  Irving  S.  Shapiro,  a  brilliant  onetime  Jus- 
tice Department  lawyer  who  became  chairman  and  chief  executive 
in  (973.  "We  are  determined  to  get  our  profit  returns  back  to  the  old 
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levels,"  says  Shapiro's  number  two  man,  President  Edward  R.  Kane) 
DuPont  recently  halved  fourth-quarter  2005  earnings  estimated 
because  of  hurricane-related  plant  disruptions  and  high  costs. 

25  YEARS  AGO  IN  FORBES    JUNE  8,  1981 

Sweets  in  the  Suite  A  recent  hearing  in  Washingto* 

■^■^p^p^UP^p^p^p^U   on  the  subject  of  "perks"  and  fringi 
benefits  was  so  quiet  as  to  be  remark) 
|P  j^^P^j^^^i     able.  No  fulminating  against  three| 
\\  ffi    v|       A   martini  lunches.  No  railing  against  fa| 
^Sy^jj:-  "^^^-^j  cats  in  chauffeur-driven  limos.  Whei 
}ffJWA  ^   new  tax  regulations  are  issued  in  July 

■  t/j/jfiwA  M   few  significant  changes  in  the  area  oj 

I   corporate  perks  are  expected.  Recipij 
L  a>  I   ents  of  corporate  internal  largesse  ma| 

^safe  ™   have  to  pay  some  taxes  on  the  value  oj 

what's  received— personal  use  of  a  company  car,  for  example.  Bu| 
that  will  hardly  sound  the  death  knell  for  corporate  benefits. 
The  Securities  &  Exchange  Commission  is  revamping  its  rules  Oi 
executive  pay  disclosure^ 


E*TRADE  Securities  Rollover  IRA 

At  E*TRADE  it  doesn't  take  a  lot  of  work  to  get  your  401  (k)s 
I  working  hard  for  you.  Just  roll  them  over  into  an  E*TRADE  Securities  IRA. 
|  It's  quick  and  easy  to  get  started: 

1.  Open  an  IRA  Rollover  online  in  minutes. 

2.  Transfer  your  401  (k)s  into  your  new  E*TRADE  IRA  Rollover. 

3.  Invest  with  our  online  asset  allocation  tool  to  find  a  portfolio 
that's  right  for  you. 

And,  if  you  need  help  at  any  point,  just  call  us. 


Challenge  the  ordinary. 

Be  traordinary 

Roll  over  your  retirement  assets  today 

and  get  50  commission-free  stock  and  options  trades.1  ^  TRADE 

Visit  etrade.com/retirement  or  call  800-998-8490.  financial 

mission-free  trade  offer  applies  to  new  E*TRADE  Securities  Traditional,  Roth,  or  Rollover  IRAs.  Not  eligible  are  investment  club,  business  trust,  custodial,  or  other  retirement 
its,  E*TRADE  Bank  accounts,  and  any  accounts  not  identified  as  valid.  Excludes  current  E*TRADE  Securities  customers,  E'TRADE  FINANCIAL  Corp.  associates,  and  no., -U.S. 
its.  The  new  account  holder  will  receive  a  maximum  of  50  free  trade  commissions  for  stock  or  options  trades  executed  within  30  days  of  the  opening  of  the  new  account.  You 
y  the  standard  commission  rate  on  all  trades  at  the  time  of  the  trades  (plus  all  applicable  options  contract  fees)  and  your  account  will  be  credited  the  standard  commission 
?r  stock  or  options  trade  within  eight  weeks  of  qualifying  (excluding  options  contract  fees).  Accounts  must  be  opened  by  April  30,  2006  to  qualify  for  this  offer, 
ties  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
i6  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 
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rtie  British  Are  Coming! 

id  so  are  the  French,  the  Germans  and  the  Dutch,  to  help  save  desperate  U.S. 
i  rriers  like  American  Airlines  |  By  Mark  Tatge  with  Miriam  Gottfried 


jfr,  OULD   AMERICAN  AIRLINES 
I^^B  soon  be  flying  the  Union  Jack? 
It  may  take  British  Airways  to 
H  rescue  AMR  Corp.,  the  largest 
U.S.  carrier,  which  lost  $861 
[lion  on  revenue  of  $20.7  billion  in 
)5  and  will  be  marginally  profitable 
year,  if  it's  lucky. 

Since  2001  AMR  has  lost  $8.1  billion, 
ang  over  the  beleaguered  airline  three 
rs  ago,  Chief  Executive  Gerard  J.  Arpey 


has  gnawed  costs  to  the  bone,  enlisting 
unions  to  help  save  $4.7  billion  a  year. 
Some  expenses — like  aviation  fuel;  crude 
oil  was  recently  $68  a  barrel — he  can't  con- 
trol. "We  are  not  anticipating  any  relief  in 
fuel  prices  in  2006,"  says  Arpey. 

Still,  help  is  on  the  way.  U.S.  and  Euro- 
pean Union  regulators  are  warming  to  the 
idea  of  lifting  restrictions  on  foreign  owner- 
ship— potentially  the  most  prodigious 
change  since  deregulation  of  fare  pricing  28 


years  ago.  Though  foreign  ownership  is  now 
capped  at  25%  of  voting  stock,  the  Bush  Ad- 
ministration wants  legislation  to  lift  those 
barriers  in  order  to  bail  out  America's  trou- 
bled airlines.  Takeovers  might  be  a  useful  al- 
ternative to  bankruptcy,  where  four  of  the 
six  largest  U.S.  carriers  have  landed  since 
2001,  jettisoning  pension  liabilities  onto  the 
federal  government.  Another  piece  of  inter- 
national deregulation  would  allow  foreign 
airlines  to  fly  between  U.S.  cities. 
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Wedding  Bells,  Anyone? 

AMERICAN  AIRLINES  &  BRITISH  AIRWAYS 

A  union  would  create  a  true  global  powerhouse.  AA  brings  Central  and  South 
America,  while  BA  offers  strengthen  Asia,  Australia,  the  Middle  East  and  Africa. 

UNITED  AIRLINES  &  LUFTHANSA 

Pairs  a  slimmed-down  United,  postbankruptcy,  with  Europe's  strongest  carrier. 
The  combined  carrier  would  be  strong  in  both  Europe  and  Asia-Pacific. 

NORTHWEST  AIRLINES  &  AfRFRANCE-KLM 

The  Euros  would  get  access  to  Northwest's  lucrative  Asia  routes  from  the  U.S. 
CONTINENTAL  AIRLINES  &  VIRGIN  GROUP 

Richard  Branson  would  acquire  long-sought  U.S.  expansion  rights,  while  Conti- 
nental would  finally  get  Heathrow  slots  and  gates  to  feed  its  overseas  network. 


A  British  Airways-American  merger 
would  just  be  the  beginning.  Lifting  re- 
strictions on  ownership  and  routes  could 
bring  a  host  of  marriages  (see  box).  Easy  to 
see  why:  Traffic  abroad  is  growing  8%  a 
year,  double  the  domestic  growth  rate,  and 
passengers  tend  to  be  more  willing  to  pay 
extra  for  amenities  when  they  are  crossing 
an  ocean.  European  carriers,  including  gi- 
ants like  the  recently  combined  AirFrance- 
KLM,  want  more  access  to  U.S.  markets  as 
lucrative  feeders  to  bigger  global  networks. 

So  why  not  get  hitched?  Arpey  has  tried 
about  everything  else.  He  vaporized  Amer- 
ican's byzantine  fare  structure,  eliminating 
Saturday  night  stays  and  cutting  last- 
minute  fares.  He  dumped  moneylosing 
markets,  added  more  seats  to  planes  and 
did  away  with  pillows  and  most  of  the  free 
meals.  To  bump  up  sales,  he  started  charg- 
ing for  curbside  bag  checking  ($2),  snacks 
($3  to  $5),  frequent-flier  upgrades  ($25  to 
$250)  and  telephone  and  counter  tickets 
($10  to  $15).  But  this  added  only  $300  mil- 
lion to  the  top  line  last  year. 

American  has  been  pushing  abroad,  in 
part  to  avoid  murderous  competition 
stateside  from  Southwest  and  JetBlue.  Last 
year  Arpey  added  flights  to  Mexico,  the 
Caribbean,  India,  Japan  and  Ireland.  Re- 
sult: Revenue  per  seat-mile  climbed  13.8% 
during  the  fourth  quarter  and  9.3%  for  the 
full  year.  International  passengers  now  ac- 
count for  35%  of  seat-miles,  up  from  29% 
in  2003.  And  there's  plenty  of  room  to 
grow.  "We  have  a  lot  of  trend  lines  that  are 
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going  in  the  right  direction,"  says  Arpey. 
Asia,  American's  biggest  expansion  area 
now,  represents  only  4%  of  AMR's  available 
seat-miles. 

As  the  second-largest  carrier  of  inter- 
national traffic  after  Lufthansa,  BA  (2005 
revenue:  $13.6  billion)  is  an  ideal  partner.  It 
has  access  to  markets  in  Asia,  Africa  and 
the  Middle  East.  Many  American  passen- 
gers already  fly  the  British  carrier  to  cities 
AMR  doesn't  service.  The  biggest  plum 
(and  pit)  is  London  Heathrow  Airport, 
where  British  Airways  controls  40%  of  the 
traffic  and  shares  gates  with  American. 
Once  before,  in  2002,  U.S.  and  European 
antitrust  regulators  nixed  BA  and  Ameri- 
can plans  to  merge  operations  like  ticketing 
and  scheduling  by  insisting  on  their  giving 
up  224  lucrative  takeoff  and  landing  slots  at 
the  London  airport.  Both  airlines  refused. 

This  time,  however,  BA's  attraction  to 
AMR  may  supersede  everything  else.  The 
Americas  represent  the  Brits'  most  prof- 
itable market — 64%  of  BA's  earnings 
before  interest  and  taxes,  but  only  37%  of 
revenue.  British  Air  Chief  William  Walsh, 
who  worked  his  way  up  from  pilot  to  chief 
executive  at  Aer  Lingus,  has  made  no 
secret  of  his  plans  for  a  closer  alliance  with 
American.  He  and  Arpey  reportedly  met 
several  times  last  year  to  discuss  a  deal.  "I 
see  Willie  three  or  four  times  a  year,"  says 
Arpey.  "I  am  not  going  to  speculate  about 
merging."  BA  isn't  much  more  forthcom- 
ing. "Getting  the  law  changed  is  our  first 
priority,"  says  a  spokesman  there,  adding 


that  if  the  company  goes  shopping,  it  vi 
shoot  for  the  moon,  not  just  25%  of  4 
voting  shares. 

That's  only  a  slight  sticking  poii 
Even  if  the  voting  rules  don't  change,  t 
U.S.  Department  of  Transportation  w 
likely  allow  carriers  like  British  Airwa 
to  gain  management  control.  That  woiJ 
permit  a  sensible  combination  of  ma 
keting,  scheduling,  fares,  fleets  and  ba 
gage  handling  without  fears  of  antitri 
reprisal.  Under  that  scenario  the  carrie 
would  keep  separate  boards  of  directc 
and  report  operating  results  as  two  d: 
tinct  companies.  The  changed  rules  mig 
also  lure  foreign  carriers  to  selected  assa 
of  Delta  or  Northwest,  which  remain 
bankruptcy. 

One  other  hitch.  AMR  may  have  e 
caped  Chapter  1 1 .  But  it's  hardly  in  gre 
shape,  what  with  debt  of  $20  billion, 
billion  or  so  in  annual  debt  service  ai 
negative  equity  of  $1.3  billion.  Citigroi 
analyst  Andrew  Light  says  it  would  cost 
billion  to  recapitalize  AMR's  balance  shet 
It  also  needs  to  spend  $1.5  billion  per  ye 
to  replace  its  aging  fleet.  On  the  plus  sic 
American  has  $4.3  billion  in  cash  and 
market  cap  of  only  $3.1  billion.  Let  t) 
nuptials  begin. 


All  the  same,  he'd  be  a  lot  happier  with 
profits:  AMR  Corp.'s  chief,  Gerard  J.  Arpey. 


You  and  us.  It's  not  just  the 
It's  what  it  can  do  for  your  business. 
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r  business. 


At  UBS,  we  understand  that  business  is  personal.  We  know  that  the  choices  you  make  as  you  build  your  business 
will  have  a  profound  effect  on  you,  your  family  and  your  employees. 

With  your  UBS  financial  advisor,  you  will  have  access  to  the  resources  of  one  of  the  world's  largest  managers 
of  wealth,  one  of  the  fastest  growing  investment  banks  and  a  leader  in  asset  management.  He'll  work  with  you  to 
identify  creative  financing  solutions  designed  to  fund  the  growth  of  your  business. 

Your  financial  advisor  can  also  discuss  protection  strategies,  like  long-term  care  and  disability,  insurance  and 
estate  planning  *  He'll  evaluate  a  range  of  retirement  plans  tailored  to  the  needs  of  your  employees,  and 
explore  a  succession  planning  strategy  to  help  address  the  needs  of  your  heirs. 

At  UBS,  our  business  is  there  to  help  yours.  Our  financial  advisors  are  there  to  understand  how.  It's  all  part 
of  a  relationship  we  call  'You  &  Us.'  UBS. 


You  &  Us 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


ner  UBS  Financial  Services  Inc.  nor  its  employees  provide  tax  or  legal  advice.  You  must  consult  with  tax  or  legal  advisors  regarding  your  personal 
nstances.  ©UBS  2006.  All  rights  reserved.  Wealth  Management  services  in  the  U.S.  are  provided  by  UBS  Financial  Services  Inc.,  a  registered  broker 
r  offering  securities,  trading,  brokerage,  and  related  product  and  services.  UBS  Financial  Services  Inc.,  Member  SIPC. 
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CLICKS  TO  BRICKS 

They  were  revered  for  their  entrepreneurial  acumen  and  vilified  when  the  tech  boom  went  bust.  More  recently  form* 
tech  execs  like  Steve  M.  Case  and  James  Clark  have  been  riding  a  second  wave — the  real  estate  market.  Case,  former 
chairman  of  AOL  Time  Warner,  is  now  the  majority  owner  in  Miraval,  a  spa  in  Arizona.  Thomas  Jermoiuk,  former 
head  of  ExciteAtHome,  partnered  with  Clark,  founder  of  Silicon  Graphics,  Netscape  and  Healtheon,  to  build  a  pair 
of  luxury  condo  towers  in  Miami.  They  say  they  learned  enough  not  to  get  burned  twice.  That  makes  us  wonder:  Are 
these  guys  leading  indicators  of  a  real  estate  bust?  Some  other  former  dot-commers:  — Sara  Clement 


TIMOTHY  KOOGLE 

Was  chief  executive  of  Yahoo. 

NOW:  Developing  el  Banco,  a 

luxury  community  on  Mexico's 
Pacific  coast.  Lots  of  1.5  to 

2  acres  start  at  $4.7  million; 

a  boutique  hotel  is  scheduled 
for  2007. 
WHY:  "It's  a  huge  amount  of  fun 
to  take  a  bare  piece  of  land  and 

create  a  great  product  for  it." 


CHRISTIAN  JAGODZINSKI 

Founded  Telebook,  German 
online  bookstore  bought  by 

Amazon.com. 
NOW:  President  of  Villazzo,  a 
Miami  Beach  company  that  rents 
vacation  villas  with  amenities 
such  as  private  chefs  and  daily 

maid  service. 
WHY:  "You  have  these  guys  who 
have  a  lot  of  money,  and  all  of  a 
sudden  they  start  looking  for  the 
ultimate  vacation." 


BEN  ADDOMS 

Was  media  and  marketing  exec 
for  broadband's  ExciteAtHome, 
which  was  liquidated  in  2002. 

NOW:  Cofounder  of  luxury 
residence  club  Quintess.  Mem- 
bers pay  a  fee,  plus  annual  dues 
of  $10,500  to  $30,500,  to  stay  in 
mansions  around  the  world. 
WHY:  "All  of  us  that  went 
through  the  boom  and  the  bubble 
have  traded  that  high-risk,  high- 
reward  experience  for  something 
with  a  little  more  predictability." 


JONAS  P.  LEE 

Founded  Giftcertificates.com. 
NOW:  Managing  partner 
of  Redbrick  Partners,  which  bui 
single-family  homes  around 
the  U.S. 
WHY:  "I  didn't  look  at  this  as ; 
real  estate  play.  It  makes  all  thi 
sense  in  the  world— you  go  fron 
one  entrepreneurial  industry  ti 
another  entrepreneurial 
industry." 


DEALS 

Seated  at  Both  Sides  of  the  Table 

To  settle  a  $400  million  debt  he  owes  to  himself,  Carl  Icahn 
wants  to  sell  some  prized  possessions— to  himself. 
Confused  yet?  By  Scott  Woolley 

CARL  ICAHN  HAS  SPENT  CLOSE  TO  $1  BILLION  BUYING  UP  SICKLY  TELECOM 
companies  since  the  crash,  folding  them  into  XO  Communications,  the  pub- 
licly held  outfit  he  has  controlled  since  2003.  Now  XO  has  auctioned  off 
those  same  networks  for  $700  million — to  Carl  Icahn  himself. 

XO  will  use  Icahn's  cash  to  pay  off  its  $400  million  in  long-term  debt — virtually 
all  of  which  is  held  by  . . .  one  Carl  Icahn.  XO  had  been  struggling  to  meet  those 
debt  obligations;  Icahn  now  gets  his  loans  repaid  in  full.  After  XO  sheds  its  revenue- 
generating  wireline  business,  it  plans  on  building  a  new  type  of  wireless  network 
in  70  U.S.  cities.  No  downside  for  Icahn  there,  either:  He  will  still  own  61%  of 
the  debt-free,  wireless-focused  company. 

It's  a  nifty  deal  for  Icahn,  who  made  a  brazen  bet  in  an  abused  and  aban- 
doned sector  at  a  time  when  almost  no  one  else  would.  But  XO's  minority  share- 
holders are  furious,  pointing  to  a  23%  fall  in  the  stock  in  the  week  after  the  $700 
million  sale  was  announced,  and  have  filed  three  lawsuits  to  block  the  plan.  Col- 
lectively controlling  almost  all  the  non-Icahn  shares  in  XO,  they  complain  they  had 


"They  run 
companies 

the  way 
totalitarian 
regimes 
run  their 
governments." 
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Suddenly  the  line  between  want  and  need 
seems  so  arbitrary. 


Priorities  give  way  to  pure  desire.  The  remarkably  sculpted,  295-hp  Cayman  S.  Power  flows 
seamlessly  from  its  3.4-liter  engine  through  all  six  gears.  Its  mid-mount  design  maintains  perfect 
balance  at  every  bend.  Consider  the  lines  forever  blurred.  Porsche.  There  is  no  substitute. 


Introducing  the  Cayman  S. 
It's  stirring  things  up. 


front  

no  say  in  the  deal  and  insist  the  $700  mil- 
lion price  is  too  low  by  roughly  half.  One 
investor  flatly  suggests  Icahn  rigged  the 
whole  thing,  running  an  asset  auction  in 
which  he  magically  emerged  as  the  top 
bidder.  Some  darkly  ask  whether  he  led  XO 
into  trouble  to  get  himself  a  better  deal. 

"II  is  inescapable  that  he  used  his  dual 
position  as  debt  holder  and  the  guy  who 
runs  the  company  in  a  way  that  favors 
himself,"  says  Andrew  Bogen,  an  attorney 
for  shareholder  R2  Investments,  which  has 
filed  suit  in  Delaware  Chancery  Court. 
"We  think  Carl  Icahn  made  all  the  impor- 
tant decisions  about  who  was  permitted 
to  bid — and  that  he  had  full  information 
on  other  bids  when  he  made  his." 

"That  stuff  is  patendy  absurd,"  scoffs 
Icahn  in  an  interview.  He  says  the 
$700  million  is  simply  more  than  anyone 
else  would  pay.  XO's  lawyer  Bruce  Kraus 


adds  that  the  company  tried  hard  to  gin 
up  other  interest,  contacting  89  potential 
buyers,  30  of  whom  signed  confidential- 
ity agreements  to  examine  the  assets 
for  sale. 

The  fash  of  shareholder  suits  comes  at 
an  awkward  time  for  Icahn,  who  has  been 
huffing  and  puffing  a  lot  lately  in  the  press 
about  misdeeds  at  Time  Warner,  likening 
board  "cronies"  to  "totalitarian  regimes" 
and  lamenting  "the  absence  of  real 
corporate  democracy"  in  the  U.S.  Insert 
irony  here. 

XO  has  stung  investors  for  much  of  its 
existence.  Craig  McCaw  founded  XO's 
predecessor,  NextLink,  in  1994,  building 
fiber  and  wireless  nets  to  compete  with 
local  telcos.  Then  came  the  travails  in  the 
telecom  glut  and  tech  bubble.  Once  valued 
at  $17  billion  as  the  market  peaked  in 
March  2000,  stockholders  saw  that  disap- 


pear after  XO  filed  for  Chapter  1 1  prote 
tion  from  creditors  in  June  2002.  Buyc 
firm  Forstmann  Little  lost  $1.5  billion. 

In  came  Icahn  to  pick  up  the  pieces 
XO  emerged  from  Chapter  1 1  in  Janua 
2003.  A  year  later  he  had  XO  acquire 
largest  direct  rival,  Allegiance  Telecoi 
out  of  bankruptcy  for  $500  million.  Th 
in  November  XO  unveiled  plans  to  sell 
wired  networks.  It  said  an  auction  h 
been  conducted  as  part  of  an  open  bi 
ding  process  "created  by  XO's  board." 
said  the  cash  would  be  used  to  pay  off 
debt  and  fund  its  wireless  business, 
debt-free  rump  with  virtually  no  sales. 

In  court  Icahn,  as  controlling  invest' 
bears  the  burden  of  proving  the  process  v» 
fair,  says  UCLA  law  professor  Stephen  Bai 
bridge.  "When  all  you  have  is  approval  b; 
board  committee,  that  is  mere  evidence 
fairness,  it  is  not  conclusive." 


I 


MAGINE  THE  UNIMAGINABLE — 
Fidelity  Investments  goes  bank- 
rupt. Fidelity's  creditors  try  to 
get  what  they're  owed — from  the 
$1.2  trillion  in  client  assets  man- 
aged by  the  company.  Sound 
crazy?  It  is,  but  it's  close  to  what 
Refco's  creditors  are  trying  to  do 
to  investors  in  a  hedge  fund  that 
kept  accounts  with  the  failed  com- 
modities trading  firm. 

Starting  in  2004  brokers  from 
firms  like  A.G.  Edwards  and  Mer- 
rill Lynch  sold  clients  shares  of  the 
S&P  Managed  Futures  Index  Fund, 
run  by  a  company  called  Plus- 
Funds.  Refco  was  the  clearing  bro- 
ker. Unlike  most  hedge  funds,  this 
one  kept  its  barriers  low.  A  net 
worth  of  $45,000  and  the  same  in 
annual  income  was  enough  to 
qualify  a  customer. 

The  fund,  which  tracks  the 
S&P  Managed  Futures  Index  and 
is  meant  to  provide  a  hedge 
against  the  stock  market,  managed 
at  least  $312  million  from  some  1,000 
investors  when  Refco  collapsed.  The 
funds  were  deposited  with  Refco,  which 
placed  the  money  in  offshore  accounts, 
where  they  aren't  subject  to  limits  on 


BANKRUPTCY 


Unwilling  Lenders 

If  Refco's  creditors  get  their  way,  hedge 
fund  investors  will  face  yet  another  risk. 

By  Michael  Maiello 


margin  debt  that  apply  to  domestic 
accounts. 

A  lawsuit  filed  in  U.S.  Bankruptcy 
Court  in  New  York  by  Refco's  unsecured 
creditors  contends  that  when  the  fraud 


that  led  to  Refco's  bankrupt 
became  clear  in  October,  Plu 
Funds  Chairman  Christopher  Su 
rue  stormed  Refco's  offices  ai 
had  $312  million  transferred 
new  accounts  at  Lehman  Brothe: 
The  creditors,  including  We 
Fargo  and  Cargill,  say  that  tn 
money  should  have  stayed  with 
Refco  and  that  Sugrue  and  Plu 
Funds  should  get  in  line.  The  st 
implies  that  Sugrue,  a  formj 
Refco  employee,  used  his  infl 
ence  at  Refco  to  slide  in  front 
other  creditors.  Luc  A.  Despir 
the  Milbank,  Tweed,  Hadley 
McCloy  attorney  who  filed  tl 
suit,  declined  comment. 

But  it's  not  PlusFunc 
money — the  $312  million  com 
from  the  investors  in  the  S& 
Managed  Futures  Index  Funi 
The  creditors'  claims  on  tho 
assets  have  prevented  investo 
from  getting  their  money  back. 
Marc  Lowlicht,  a  certifn 
financial  planner  with  Further  Lai 
Asset  Management  in  Manhattan,  h 
half  a  dozen  clients  in  the  fund.  He  cor 
plains:  "If  I  wanted  them  to  be  creditoi 
I  would  have  sold  them  bonds." 
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AKE  CONTROL 


st  on  the  highest  residual  value, 
land  exceptional  service.  Expect 
youngest  fleet.  It's  all  possible  with 
tional  ownership  at  CitationShares. 
e,  service  and  quality  are  ingrained 
ur  company  culture.  We're  not  the 
est.  But  we  are  the  best. 


[ionShares.com 


800.340.7767  x  121 
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DETROIT  AND  GM-FOR  BETTER  OR  WORSE 

After  decades  of  decline  Detroit's  downtown  business  district  is  looking  better  than  ever,  with  new  office  buildings, 
sports  stadiums  and  restaurants.  It's  so  impressive  that  visitors  to  the  Super  Bowl  might  not  even  notice  the  city's 
near  insolvency,  decaying  schools  and  rising  welfare  caseload.  Similarly,  General  Motors'  coming  lineup  of  new 
vehicles  just  might  mask  its  sinking  market  share  and  30,000  job  cuts.  Got  us  thinking  of  other  parallels  between 
Detroit  and  its  biggest  corporate  citizen.  —Joann  Mullt 


LEADERSHIP 

DETROIT:  Labeled  one  of  the 
worst  mayors  in  America  by 
Time  magazine,  Kwame  Kil- 
patrick  was  reelected  in  2005. 
GM:  Shareholder  value  down 
by  two-thirds  since  G.  Richard 
Wagoner  Jr.  became  chief 
executive  in  June  2000. 
Board  is  sticking  by  him. 

CREDIT  RATING 
DETROIT:  BBB 
GM:  B 

DESPERATE  PLOY 
DETROIT:  Luring  homeless  off 
the  streets  with  three-day  Super  Bowl  party. 
GM:  Cutting  sticker  prices  (again). 

IMAGE  MAKEOVER 

DETROIT:  Downtown  refurbished  with  new  sidewalks, 
lighting;  vacant  retail  spaces  filled  with  picture  displays. 


GM:  Tries  to  reverse  lagging  reputation  with  new  slogan, 
"Great  Products,  Great  Prices."  Also  window  dressing? 

CHEERLEADER 

DETROIT:  Roger  Penske,  chairman  of  Super  Bowl  Host 
Committee:  "Super  Bowl  XL  is  not  only  an  affirmation  of 
what  Detroit  is,  but  what  it  is  becoming." 
GM:  Kirk  Kerkorian,  billionaire  investor:  "We're  optimistic 
that  a  path  exists  for  GM  to  return  to  prosperity." 


COMEBACKS 
DETROIT:  New  downtown 
housing  for  first  time  since 
the  Seventies. 

GM:  Chevy  overtakes  Ford  as 
America's  bestselling  brand 
for  first  time  in  20  years. 


P.R.  MESSAGE 
DETROIT:  "It's  not  as  bad  as 
you  think." 

GM:"lt's  not  as  bad  as 
you  think." 


Don't  look  down:  headquarter 


FOOTBALL  FINANCES 

Fumble? 

The  NFL  is  unquestionably 
America's  healthiest  and  most 
popular  pro  sports  league.  But 
a  fight  over  money  could 
change  that  By  Monte  Burke 

THESE  ARE  GLORY  DAYS  FOR  THE 
National  Football  League.  On  Feb.  5  a 
projected  145  million  viewers  will 
watch  the  Pittsburgh  Steelers  and  the  Seat- 
tle Seahawks  square  off  in  the  fortieth 
Super  Bowl.  The  league  is  in  robust  finan- 
cial health:  The  franchises  are  flush,  with 
an  average  annual  operating  income  of  $32 
million  per  team.  And  last  year  the  NFL 
signed  television  deals  with  Fox,  CBS,  NBC, 
ESPN  and  DirecTV  that  amount  to  $3.7  bil- 
lion annual!},  i  53%  increase  over  the  last 


national  broadcast  deal. 

Ah,  but  how  quickly  games  can  turn. 
After  Super  Bowl  XL,  NFL  owners  and  play- 
ers will  meet  to  try  to  hammer  out  details 
of  the  next  collective  bargaining  agreement. 
It  looks  like  the  typical  owners-players 


scrum.  But  what's  complicating  the: 
negotiations  is  that  the  owners  are  fightir 
among  themselves.  On  one  side  are  smal 
market,  lower- revenue  teams  like  the  Jacl 
sonville  Jaguars  and  the  Buffalo  Bills;  c 
the  other,  big-market,  big-revenue  teanj 
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the  |'M  TIED  TO 

MY  DESK  era  is  OVER 


Microsoft  Office  has  evolved.  Have  you? 

After  all,  the  way  we  work  has  changed.  In  today's 
workplace,  you  need  the  freedom  to  work  from 
anywhere — not  just  your  desk.  That's  why  the 
latest  version  of  Microsoft  Office  allows  you  access 
from  almost  anywhere,  on  your  terms.  Go  beyond 
typical  cell  phones  and  Web-based  e-mail. 
Step  up  to  "desk-like"  connectivity  to  your  data 
through  a  variety  of  Windows  Mobile™-based 
devices.  It's  time  to  evolve  the  way  you  work. 
Discover  how  at  microsoft.com/office/evolve 


We  should  upgrade  our 
Office  97  one  of  these  days. 


Microsoft 


Office 


licrosoft  Cerpo'ration.  All  rights  reserved.  Microsoft,  the  Office  logo,  Windows  Mi 
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like  the  New  England  Patriots  and  the  Dal- 
las Cowboys. 

The  battle  is  over  what  the  NFL  calls 
"local  revenues,"  that  is,  money  made  by 
individual  teams  on  things  like  concessions, 
suites,  parking  and  stadium-naming  rights. 
This  is  no  small  amount.  We  estimate  that 
combined  local  revenues  for  all  32  teams 
in  2004  were  $1.6  billion,  26%  of  the  total 
football  revenues  of  $6  billion.  Local  rev- 
enues have  grown  20%  annually  in  the  last 
five  years,  thanks  mainly  to  the  entrepre- 
neurial efforts  of  owners  like  the  Cowboys' 
Jerry  Jones,  the  Washington  Redskins' 
Daniel  Snyder  and  the  Patriots'  Robert 
Kraft,  whose  teams,  combined,  account  for 
20%  of  the  league's  local  revenue. 

Individual  owners  have  been  allowed 
to  keep  their  local  revenues.  Revenues  from 
sources  like  ticket  receipts,  licensing  and 
national  TV  money  are  shared  among  the 
teams.  Now  owners  of  some  smaller  teams, 
like  Wayne  Weaver  of  the  Jacksonville 
Jaguars,  want  the  local  revenues  to  be 
shared  among  all  teams.  Of  course,  they 
say,  it's  not  the  money  they're  after.  They 
just  want  to  keep  the  league  competitive. 

No  surprise  that  owners  like  Kraft, 
who  transformed  a  moneylosing  Patri- 
ots franchise  into  a  $1  billion  asset,  are 
balking.  "Those  of  us  who  have  taken 
financial  risk  did  so  with  an  under- 
standing of  certain  rules  that  were  in 
place  and  did  our  financing  on  that 
basis,"  he  says.  The  goal  of  revenue  shar- 
ing, he  says,  is  to  allow  all  32  teams  to 
field  competitive  teams  but  not  neces- 
sarily to  guarantee  all  32  owners  prof- 
its. "Every  team  should  have  an  incen- 
tive to  be  entrepreneurial,"  Kraft  says. 

The  players,  too,  want  a  piece  of  those 
local  revenues.  They  currentiy  get  65%  of 
the  revenue  shared  among  the  owners.  But 
they  now  want  that  65%  to  also  include  the 
local  revenues.  _ 

There  hasn't  been  a  work  stoppage 
since  1987,  and  both  sides  have  at  least  one 
important  incentive  to  reach  an  agreement 
after  next  season.  Without  a  contract,  the 
league's  salary  cap,  which  works  to  keep  the 
teams  competitive,  would  expire  in  2007. 
And  the  players  would  then  be  eligible  for 
free  agency  after  six  years  rather  than  four. 
Still,  squabbling  over  those  local  revenues 
could  take  this  into  overtime.  F 
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Bubble  Trouble 

For  $3.2  billion,  Starwood  won  Taittinger's 
storied  luxury  brands.  Can  it  win  over 
Taittinger's  warring  family  fiefdoms? 
By  Dirk  Smillie 


LE  PRIX  CULINAIRE,  PARIS'  MOST 
lavish  dinner  party,  last  November 
drew  one  of  the  largest — and  per- 
haps last — great  gatherings  of  France's 
secretive  Taittinger  family. 

For  39  years  the  Taittingers  have 
hosted  this  grubfest  as  a  theatrical  finale  to 
a  family-sponsored  culinary  competition 
that  annually  anoints  French  cuisine's 
most  creative  cook.  The  40  Taittingers 
attending  took  little  notice,  however,  of 
the  flame-haired  lassie  dressed  as  a  mer- 
maid sitting  in  the  ballroom's  fountain, 
the  buff  Tahitian  dancers  leaping  about 
in  loincloths  or  the  mountains 
of  pate  and  caviar,  razor  clams 
and  chocolate  truffles. 

Instead  they  focused  their 
attention  on  Russell  Sternlicht, 
a  guest  unknown  to  other 
partygoers.  Russell  is  the 
younger  brother  of  Barry  Stern- 
licht, chief  executive  of  Green- 
wich, Conn.'s  Starwood  Capital 
Group  (the  real  estate  fund 
Sternlicht  formed  after  leaving 
Starwood  Hotels  &  Resorts). 
Barry  tapped  Russell  to  manage 
the  luxury  brands  within  Star- 
wood's  $3.2  billion  Taittinger 
acquisition,  consummated  last 
September.  So  low  under  the  radar 
does  Russell  normally  fly  that  Star- 
wood's  own  press  spokesman  pro- 
fesses never  to  have  heard  of  him. 

Starwood  bought  Groupe  Tait- 
tinger to  gain  control  of  its  affiliate, 
Societe  du  Louvre,  owner  of  Europe's 
second-largest  budget  hotel  chain,  plus 
14  plush  properties  that  include 
Hotel  de  Crillon  in  Paris  and 
Hotel  Martinez  in  Cannes.  The 
deal  also  included  Taittinger's 
272-year-old  champagne 
house,  parfumier  Annick 


Goutal  and  crystalma 
Baccarat,  purveyor 
glassware  to  Louis  X\ 
and  stemware  to 
Prince  of  Wales. 

Some  35  Taitting 
have  served  as  manag 
of,  or  consultants 
these  companies,  • 
many  are  not  even  on  speaking  ter. 
with  one  another.  Because  they  are  shi 
on  mutual  admiration,  Russell,  at  1 
Prix,  tried  to  redress  the  deficit.  "We  hs 
much  love  and  much  respect  for  the  Ta 
tinger  family,"  he  said  at  a  predinr 
ceremony.  Later  the  same  evening  he  to| 
the  family  privately  that 
they  could  expect  layoffs 
and  a  restructuring  of 
the  nonchampagne 
businesses.  Having 
assembled  a  treasure 
trove  of  luxury  brands, 
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ONE  OF  THESE  FACTS  ENABLES 
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For  over  a  century,  Oce  has  led  a 
quiet  revolution  that  advanced 
the  level  of  achievement  in 
printing  technology  by  orders  of 
magnitude.  Twenty-five 
years  ago,  Oce  Business  Services 
determined  to  set  a 
new  standard  in  outsourced 
document  process  management. 
Our  specialists  have  successfully 
introduced  a  variety  of  enterprise 
cultures  to  considerable 
savings,  higher  efficiency  and 
best  practices  in  print,  copy, 
mail,  imaging  and  records 
management  throughout  the 
document  iifecycle.  Now  we  can 
proudly  announce  another 
innovation:  Oce  MAX™.  It  is  a 
unique  Six  Sigma®  based  business 
performance  management 
application  that  will  advance 
document  process  management 
to  the  next  level.  We  intend  to 
make  it  one  of  many.  Keep  an  eye 
on  Oce.  For  a  free  white  paper  on 
document  process  management, 
visit  www.oceusa.com/obs 
or  call  1-888-390-1513  ext.  101. 
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the  family,  Russell  thinks,  has  fal- 
tered at  squeezing  profits.  As  he 
explained  to  FORBES,  "The  Tait- 
tingers  have  accumulated  great  as- 
sets. They  are  not  great  corporate 
managers." 

Starwood  has  little  interest  in 
Taittinger's  champagne  house, 
worth  perhaps  $900  million.  It  ex- 
pects bids  this  month  from  LVMH 
and  Louis  Roederer.  What  Star- 
wood didn't  expect  was  the  emer- 
gence of  two  rival  family  factions 
vying  to  win  back  their  bubbly. 
One,  led  by  family  matriarch  (and  Groupe  Taittinger  manag- 
ing director)  Anne-Claire  Taittinger,  57,  is  backed  by  French  bank- 
ing giant  Credit  Agricole.  A  second,  helmed  by  the  "Belgian  Buffett," 
billionaire  Albert  Frere,  is  aligned  with  Pierre- Christian  Taittinger, 
mayor  of  Paris'  16th  arrondissement.  Frere's  involvement  set  off 
xenophobes'  alarm  bells  at  the  Elysee  Palace.  In  September  Presi- 
dent Chirac  convened  a  meeting  with  Anne-Claire's  group,  re- 


Anne-Claire  Taittinger  wants 
to  reclaim  the  family  fizz. 


ported  by  the  French  press  as  a  move  to  thwart  Frere's  faction 

Russell  thinks  Taittinger  needs  bolder  cross-branding.  Towai 
that  end  he  hosted  le  Bal  des  Debutantes  at  the  Crillon 
December,  dazzling  the  debs  with  a  preparty  bash  at  Baccaral 
Paris  showroom.  Says  brother  Barry:  "Baccarat  is  a  big  brar 
with  a  tiny  footprint."  No  kidding.  The  crystalmaker  had  a  me 
$150  million  in  revenue  in  2004.  Last  month  Barry  announa 
plans  for  a  fleet  of  luxury  hotels  in  Europe  and  the  U.S.  mo< 
eled  after  the  Crillon. 

Starwood  is  mum  on  its  plans  for  the  805  budget  hote 
belonging  to  Societe  du  Louvre's  Groupe  Envergure,  whose  own< 
hotels  did  $348  million  in  sales  last  year.  While  Barry  Sternlic 
succeeded  with  brassy  brands  like  W  and  the  St.  Regis  in  the  U.! 
he  faces  a  more  formidable  branding  hurdle  in  Europe,  whe; 
consumer  loyalty  to  chains  is  low  and  85%  of  hotels  remai 
unchained. 

The  Taittingers  promise  the  Prix  Culinaire  will  live  on,  but  it 
hard  to  imagine  the  Sternlichts  springing  for  it.  If  the  dinner 
downsized,  the  family  can  take  heart  that  the  order  will  be  givi 
in  French:  Russell  moved  to  Paris  in  January  and  is  taking  daily 
guage  lessons  from  a  tutor. 
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Heavy  Metal  Marketing 


Kiss  front  man  Gene  Simmons  wants  to  rock  corporate  America  with  his  new  marketing  company. 

By  Dorothy  Pomerantz 


BASSIST  GENE  SIMMONS  IS  A  MARKETING  GENIUS.  HE 
turned  the  1970s  hair  band  Kiss  into  an  almost  $1  billion 
enterprise  by  licensing  the  band's  name  and  looks  to 
everything  from  credit  cards  to  a  Kiss-opoly  board 
game.  Coming  soon:  a  Kiss  Babies  cartoon,  Kiss  Broad- 
way plays,  a  Kiss  casino  and  even  Kiss  toothbrushes. 
Now  Simmons,  56,  wants  to  market  his  marketing 
With  Richard  Abramson,  who  managed  Pee-Wee 
Herman's  career  and  invented  insurance-backed 
film  financing,  Simmons  has  started  a  company 
to  help  businesses  sharpen  their  message.  His 
first  client:  Indy  Racing  League,  the 
Nascar  competitor  that  runs 
the  Indianapolis  500.  He  recently 
talked  to  FORBES  about  his  new  gig. 
How  in  the  world  did  you 
convince  Indy  to  work  with  you? 
The  first  thing  we  said  was  that 
their  logo  sucked.  I  didn't  know 
what  it  was,  and  it  just  didn't  con- 
nect with  me.  And  they  were  all 
over  the  place.  You  have  to  sim- 
plify the  message.  You  go  to 
Burger  King  and  know  you  can 
have  it  your  way.  That's  all  you 
need  to  know. 


What  are  your  plans  for  Indy? 

We're  going  to  have  an  Indy-girl  clothing  line.  We're  going  I 
have  Indy  soapbox  racers.  Let  school  kids  come  up  with 
logo  for  a  forthcoming  race  and  compete  for  scholaj 
ships.  The  problem  with  school  is  that  the  reward  is1 
grade,  not  money. 

How  much  of  the  new 

agency  is  going  to  be  aboi 
your  celebrity? 

I'm  not  foolish  enough  t 
think  that  just  because  I'i 
charming,  attractive  and  powerfl 
that  that's  the  sole  reason  people 
want  to  use  us.  The  real  first  reason 

freak  show,  the  curiosity  factor.  Hera 
the  guy  who  sticks  his  tongue  out.  That 
okay.  Whatever  it  takes  to  get  them  1 
sit  down  and  listen  for  a  while. 
Do  you  have  any  other  clients  yetf 
Are  we  interested  in  other  companiei 
Sure.  But  only  at  the  highest  level 
There  aren't  enough  hours  in  tb 
day  to  take  vice  presidents  an 
secretaries  through  learning  curve) 
If  you're  not  talking  to  the  head  gu 
it  doesn't  matter. 
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Why  J&J  hired  gumshoes  to  track  down 
dead  patients  j  By  Matthew  Herper 

DEATH  IS  HARD  TO  MISDIAGNOSE.  SO 
how  was  it  that  Johnson  &  Johnson 
discovered  an  extra  two  fatalities  in  a 
study  of  its  heart-failure  drug  Natrecor? 
A  year  ago  concerns  began  to  surface 


From  the  Civil  War  to 
medical  research:  Pinkerton 
agents  on  the  job. 

that  the  intravenous  drug, 
approved  in  2001,  might 
damage  the  kidneys  and 
even  increase  death  rates. 
The  Food  &  Drug  Ad- 
ministration changed  the 
drug's  label,  and  J&J  con- 
vened a  panel  of  expert 
cardiologists,  who  recom- 
mended the  medicine's 
use  be  severely  curtailed. 
The  U.S.  Department  of 
Justice  also  jumped  in  and 
is  investigating  how  J&J 
promoted  Natrecor. 

Then  the  FDA  decided 
it  wanted  more  data  on 
Natrecor.  This  posed  a 
problem  for  one  study  in  which  doctors 
gave  either  Natrecor  or  a  placebo  to  237 
emergency-room  patients  and  followed 
them  for  a  month.  The  study  had  been 
conducted  back  in  2002  (and  published 


in  2005).  Locating  patients  woulc 
difficult. 

So  J&J  hired  private  detectives  fl 
Pinkerton  Consulting  &  Investigations 
famous  gumshoe  agency.  The  detect 
found  two  deaths  that  were  not  accoui 
for  in  the  published  study.  "We  d 
know  the  circumstances  of  how  they  v 
missed,"  says  lead  study  author  W.  Fr 
Peacock  of  the  Cleveland  Clinic.  J&J  n 
fied  the  FDA  of  the  deaths. 

Peacock  says  the  deaths  were  cau 
by  a  car  accident  and  by  carbon  mor 
ide,  not  the  drug.  But  scientists  co 
deaths  from  any  cause  to  measure  dri 
because  it  prevents  fudging  of  data  . 
takes  side  effects  into  account.  No  on 
accusing  J&J  of  hanky-panky.  But  the 
deaths  make  the  analyses  that 
Natrecor  to  increased  mortality  more 
tistically  significant,  says  the  Universit 
Michigan's  Keith  Aaronson.  Still,  he  j 
there  was  already  reason  to  worry, 
terms  of  what  should  be  done  with 
data,"  Aaronson  says,  "this  doesn't  cha 
anything." 
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GrudgeMatch.com 

Two  Internet  lawyer  referral  firms  end  up— 
where  else?— in  court.  By  Seth  Lubove 


CONSUMERS  LOOKING  FOR  A  LAWYER 
used  to  have  the  usual  options:  the 
Yellow  Pages,  friends,  the  bar  associa- 
tion or  the  800  number  on  a  bus-stop 
bench.  Now  they  can  turn  to  Internet 
lawyer  matchmakers.  In  Priceline  fashion, 
consumers  enter  their  legal  problems  on  a 
Web  site,  and  lawyers  pay  the  sites  annual 
listing  fees  ranging  from  $2,500  to  as  much 
as  $100,000  to  compete  for  their  business. 

It's  a  nice  idea,  but  you've  got  to  won- 
der about  two  of  the  leading  firms  doing 
this,  San  Francisco's  LegalMatch  and  arch- 
competitor  Casepost.com  of  Irvine,  Calif. 

In  January  LegalMatch  filed  a  lawsuit 
against  Casepost,  accusing  the  firm  of 
recruiting  and  poaching  LegalMatch's 
sales  staff  and  "theft  and  use  of  trade 
secrets,"  among  other  allegations  (which 
Casepost  denies). 


That  set  off  a  smear 
war.  Turns  out  the  founder 
of  LegalMatch,  Dmitry 
Shubov,  pleaded  guilty  in 
2004  to  retrieving  and 
deleting  Casepost  voice 
mails.  He  was  sentenced  to 
two  years'  probation  and  a  $5,000  fine,  and 
was  disbarred  in  New  York 
last  October.  "It  never  af- 
fected what  we  do,"  says 
Chief  Executive  Laurie 
Ziffrin,  trying  to  put  the  in- 
cident in  the  past.  Shubov 
won't  comment. 

Except  that  now  the  for- 
mer chief  executive  of  Legal- 
Match,  D.  Randall  Wells, 
contends  that  Shubov  is  qui- 
etly running  the  company 
behind  the  scenes,  even 
though  he  gave  up  the 
chief  s  title  (he's  still  majority  shareholder). 
Wells  jumped  ship  last  June  to  run  Case- 
post  because,  he  says,  he  was  tired  of 
Shubov's  meddling,  which  included  de- 
mands for  daily  reports  of  expenditures 


over  $100.  LegalMatch  is  "trying  to  cj 
vince  the  public  that  a  convicted  fe 
doesn't  run  the  company,"  says  Wells. 

Wells  should  be  careful  of  g 
houses.  He  received  a  four-month  s] 
pension  and  was  fined  $20,000  in  20011 
the  National  Association  of  Securil 
Dealers  for  "not  supervising"  a  rogue 


insurance  salesman  at  one  of  Wells'  p 
vious  financial  companies.  "I  am  a 
wiser  for  the  mistakes  made,"  says  Wei 
If  he  makes  any  more  mistakes, 
know  where  he  could  find  a  good  lawyer., 
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What  makes 
T.  Rowe  Prices 
SmartChoice  Rollover 

smarter? 

With  the  T.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want  and  we  do  the  work. 

We  select  the  investments — with  the  T.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to  go  through  the  complex 
task  of  choosing  individual  funds.  We'll  provide  a  well-diversified  portfolio  for  you  with  one  of  our  Retirement  Funds.  And 
we'll  adjust  the  fund  over  time  to  reflect  the  need  for  reduced  investment  risk — gradually  making  the  investment  more 
conservative  as  the  target  retirement  date  approaches. 

Proven  performance — with  our  68  years  of  proven  performance,  you'll  feel  confident  knowing  that  T.  Rowe  Price  is  a  smart 
choice  for  your  rollover. 

Low  expenses — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the  Retirement  Funds  45%  below  their 
category  averages*  a  T.  Rowe  Price  Rollover  IRA  is  the  smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even  open  your  account 
right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


troweprice.com/start   1.800.541.531  3 


T.RoweRrice 


INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information 
that  you  should  read  and  consider  carefully  before  investing. 

*Based  on  the  fiscal  year-end  data  available  as  ol  12/31/05,  the  Retirement  Funds'  total  expense  ratios  versus  their  Lipper  category  averages  lor  individual  investor  funds  are  0.62%,  0.66%, 
0.70%,  0.73%,  0.75%,  0.78%,  0.78%,  0.78%,  and  0.78%  for  the  Retirement  2005, 2010, 2015, 2020, 2025, 2030, 2035, 2040,  and  2045  Funds,  respectively,  versus  1 ,46%  for  the  flexible  portfolio 
funds  category,  and  0.56%  for  the  Retirement  Income  Fund  versus  1.11%  for  the  income  funds  category.  (Source  lor  data:  Lipper  Inc.)  Please  note  that  the  Retirement  Funds  should  not  be  considered 
a  complete  retirement  solution.  When  planning  lor  retirement,  you  should  also  think  about  factors  such  as  needed  emergency  cash  reserves,  the  amount  of  equity  in  your  home,  and  your  life  and 
health  insurance  options.  Before  investing  in  one  ol  these  funds,  be  sure  to  weigh  several  lactors,  such  as  your  objectives,  lime  horizon,  and  risk  tolerance,  as  well  as  your  retirement  needs  and  othei 
sources  ol  income.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARSC072964 
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MICHAEL  MOR1TZ  IS  A  RICH  MAN,  AND  FOR  THAT  HE 
can  thank  the  free-spending  digital  consumer.  The 
ranking  partner  at  Sequoia  Capital  thrived  on  Yahoo 
and  PayPal.  His  $12  million  investment  in  a  cute  search 
engine  called  Google  turned  into  shares  now  worth 
$1 1  billion,  propelling  him  to  the  number  one  spot  on 
the  annual  FORBES  Midas  list  of  best  tech  dealmakers. 

In  the  past  handful  of  years  Moritz  has  put  an 
estimated  $100  million  of  Sequoia's  money  into  ten  con- 
sumer ventures,  including  GameFly  (online  videogame 
rentals),  Plaxo  (online  address  books),  RedEnvelope  and 
Zappos  (e-tailing),  plus  a  Web  site  for  plan- 
ning trips  like  rafting  down  the  Colorado 
River  (Kayak.com)  and  a  way  to  play  fan- 
tasy football  on  your  cell  phone  (Digital 
Chocolate). 

Many  of  his  venture-capital  peers  are 
just  as  high  on  the  growing  global 
demand  for  consumer  electronics  and  online  com- 
merce. It  seems  every  VC  is  pitching,  or  getting  pitched 
by,  upstarts  that  hope  to  become  the  next  Google, 
Skype,  Baidu,  Alibaba  or  MySpace — all  big  wealth  cre- 
ators in  2005.  (A  gatefold  of  the  top  25  Midas  listers 


starts  on  page  71.  The  full  list  of  100  names  and  ex- 
panded content  is  online  at  www.forbes.com/midas.) 

And  that  is  one  reason  Moritz  lately  has  soured  on 
the  sector.  Consumer-tech  businesses,  he  says,  are  a  pit 
of  "muck  and  mire."  They  have  low  margins,  require 
massive  marketing  budgets,  compete  with  monster 
retailers'  house  brands  and  face  Asian  copycats. 
Though  he  has  helped  fuel  the  consumer  craze,  he 
laments  the  rise  of  handheld  gadgetry:  "The  march  of 
consumer  technology  will  spell  an  end  to  tranquility," 
he  says.  "Most  of  the  venture  money  going  into  con- 
sumer-related companies  will  be  squandered,  and  the 
rest  will  be  lost.  It  will  be  brutal." 

These  days  Moritz  is  focused  on  less  flashy  invest- 
ments such  as  newfangled  batteries  (via  an  outfit 
called  A123),  training  software  (Saba)  and  24/7  Cus- 
tomer, a  tech  outsourcing  shop  in  India.  "I  have  no 
idea  about  the  skills  that  define  a  successful  venture 
capitalist.  A  plausible  manner  and  an  open  pair  of 
eyes  are  probably  all  that's  needed,"  says  Moritz,  51. 
He  earned  an  MA.  in  history  from  the  University  of 
Oxford  and  an  M.B.A.  from  Wharton,  then  ran 
Times  San  Francisco  bureau  in  the  early  1980s  before 
joining  Sequoia  in  1986. 

Moritz  is  busy  investing  Sequoia's  most  recent, 
$395  million,  early-stage  fund,  yet  he  argues  that  many 
venture  investors,  especially  those  backing  the  latest 
fads,  are  on  a  fool's  errand.  Most  pension  funds  that 
put  money  into  VC  firms  are  better  off  in  broad  stock- 
index  funds  rather  than  "chasing  the  prospect  of  a  mis- 
chievously marketed,  unrealistic  return." 

His  cautious  take  aside,  big  money  is  back  in  ven- 
ture capital — and  so's  the  swagger.  Last  year  the  firms 
that  bankroll  fledgling  technologies  stockpiled  $25  bil- 


VENTURE  CAPITAL  IS  REAPING  GREAT 
RICHES  BACKING  THE  LATEST  CONSUMER 
TECHNOLOGIES.  SOME  SAY  THE  TREND 
COULD  WEAR  THIN.  BY  ERIKA  BROWN 
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lion  in  new  commitments,  the  most 
raised  since  a  $38  billion  inflow  in 
200 1 .  This  torrent  of  fresh  funds 
follows  a  year  of  delirious  returns. 
Some  350  U.S.  companies  sold 
themselves  for  an  aggregate  $27  bil- 
lion, the  busiest  year  for  tech  since 
2000,  when  vultures  spent  $98  bil- 
lion on  postcrash  prey. 

"There  is  a  frenzy  out  there  to 
do  good  deals  because  of  this  new 
capital  infusion,"  says  Michael 
Orsak  of  Worldview  Technology 
Partners  (99  on  the  Midas  list), 
which  invested  $10  million  along- 
side Mayfield  Partners  in  Pod- 
Bridge,  a  startup  that  helps  compa- 
nies advertise  on  blogs.  In  May 
James  Breyer  (20)  of  Accel  Partners 
put  $13  million  into  Faccbook,  an 
ad-funded  community  Web  site  for 
college  students.  In  August  Pod- 
Show,  a  site  for  sharing  homemade 
radio  programs,  fetched  $9  million 
from  John  Doerr  (2),  Ram  Shriram 
(3)  and  Sequoia  Capital. 

"People  don't  care  about  the 
latest  networking  systems  any- 
more," says  Kenneth  Lawler,  a 
partner  at  Battery  Ventures  and 
number  41  on  the  Midas  list.  "The 
driver  of  tech  innovation  has 
moved  drastically  from  the  enter- 
prise to  the  consumer.  It's  all  about 
enabling  the  digital  lifestyle." 

And  doing  so  globally.  Accel 
and  lix;  raised  a  $290  million 
fund  for  China  plays.  Promod 
Haque  (62)  of  Norwest  Venture 
Partners  is  targeting  India  (see 
FORBES,  Sept.  5),  hooking  up  with 
big  local  partners  to  form  Yatra 
Online.  Yatra  ("journey"  in  Hindi) 
will  handle,  by  phone,  Internet 
and  cell,  travel  to  and  across  India. 

David  Chao  (10)  and  Dixon 
Doll  (24)  were  among  the  first  U.S. 
VCs  to  woo  middle-class  shoppers 
in  Asia.  This  year  they  took  five 
firms  public  in  Asia,  including  JCI, 
a  wireless  provider.  Says  Chao:  "If 
there  is  any  one  engine  that  is 
going  to  drive  the  next  bubble — 
good  and  bad — it  will  be  those 
billion  handheld  devices  that  will 
be  sold  in  2007."  F 


Speed  Demons 


INTERNET  AND  BIOTECH  STOCKS  LEAD  THIS  YEAR'S  PACK  OF  THI 
FASTEST-GROWING  TECHNOLOGY  COMPANIES.  BY  J0DY  YEN 

The  technology-laden  Nasdaq  index  eked  out  a  1.4%  gain  in  2005,  but  these  25  fai 
growing  tech  stocks  thrived  anyway,  racking  up  an  average  price  increase  of  13.2' 
Google,  which  went  public  in  August  2004,  makes  its  debut  and  leads  our  25-fastest  lit 
thanks  to  stupendous  five-year  sales  growth.  Seventeen  companies  from  last  year's  list  ha 
returned  this  year,  but  other  newcomers  include  digital  map  provider  Navteq  and  biotej 
giant  Genentech.  To  make  this  list,  a  company  must  have  a  minimum  of  $25  million  in  sail 
and  have  been  profitable  over  the  last  1 2  months.  Companies  also  must  have  had  sales  grow 
of  10%  a  year  (or  better)  for  the  last  five  years  and  consensus  earnings  forecasts  of  at  least  10' 
annualized  growth  over  the  next  three  to  five  years.  Culled  are  any  companies  with  leg 
problems  or  other  open-ended  liabilities.  For  more  see  www.forbes.com/fasttech. 


25  Fastest-Growing  Technology  Companies 
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ECOLLEGE.COM/online  education 
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69 
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WEBSENSE/software 
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EBAY/online  auctions 
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28 
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DIGITAL  RIVER/software 
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GILEAD  SCIENCES/biotechnology 
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CELGENE/biotechnology 
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NAVTEQ/digital  maps 
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OPEN  SOLUTIONS/software 
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UNICA/software 

14.06 

30 

48 

64j 

DIGITAL  INSIGHT  IT  services 
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49.35 
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COLOR  KINETICS/lighting  systems 
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L-3  COMM  HLDGS/defense  electronics 

75.45 

12 

39 

8,456 

EDO/defense  electronics 
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LIFECELL./hiotcchnology 
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PACKETEER/software 
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GENENTECH  'biotechnology 
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KANBAY  INTERNATIONAL/IT  services 
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Prices  as  of  Jan.  13.  'Annualized,  projected  over  the  next  three  to  five  years.  Annualized.  'Excludes  sales  from  research 
grants.  Sources:  FT  Interactive  Data,  Reuters  Fundamentals  and  Thomson  IBES  via  FactSet  Research  Systems:  Bloomberg 
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Need  more  storage  space? 
Try  fewer  servers. 

(Need  we  explain?) 


The  Right  Technology.  Right  Away. 


CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


2  Doerr 


3  Ram  Shriram 


Sherpalo 

Joined  the  Google  board  at  its  creation.  At  last  count 
had  2.8  million  shares,  worth  quite  a  bit  (see  Big 
Money  list,  right).  Made  his  bones  in  mid-1990s  at 
Netscape.  "It  died  an  early  death  but  spawned  other 
great  companies."  Ran  shopbot  Junglee,  sold  it  to 
Amazon  for  $200  million.  Stayed  a  year,  later  ad- 
vised or  invested  in  several  firms  run  by  Netscapees 
(Tellme,  Elance).  New  deals  include  Zazzle,  which 
prints  custom  graphics,  and  PodShow,  which  broad- 
casts music. 


4  Andreas  von  Bechtolsheim 


Sun  Microsystems 

German-born  electrical  engineer  invested 
$200,000  in  a  quirky  search  engine  in  1998.  Google 
returned  the  favor— and  $1.5  billion.  Andy 
cofounded  Sun  Microsystems  as  a  graduate  stu- 
dent at  Stanford.  Launched  network-switch  outfit 
Granite  Systems,  sold  it  to  Cisco  for  $220  million. 
Seeded  a  few  computer  design  fool  firms,  such  as 
publicly  traded  Magma  Design  Automation.  "My 


VO  Ul 


of  venture-backed 
firms  fail. 

portfolio  has  done  much  better  than  many  VCs  with 
whole  firms  behind  them."  Otherwise  modest  to  a 
fault.  Now  back  at  Sun  as  chief  architect. 


5  Michael  Grimes 


Morgan  Stanley 

This  caffeine-fueled  investment  banker  gets  a  piece 
of  most  big  deals  on  Sand  Hill  Road.  Sold  Skype  to 
Ebay  for  $2.5  billion,  Jamdat  to  Electronic  Arts, 
soon  Siebel  to  Oracle.  Managed  Seagate's  return  to 
Wall  Street.  Ran  Google's  Dutch  auction  IPO  and 
record-breaking  $4  billion  secondary  offering. 


Midas  list  are  ri 
enough  to  qualify 
The  Forbes  401 


$1.9  billion 
Andreas  von  Bechtols 

$1.6  billion 
Ram  Shriram 

$1.5  billion 
David  Cheriton 

$1.0  billion 
L.  John  Doerr 

$900  million 
Michael  Moritz 


6  David  Cheriton 
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Stanford  University 

Canadian  billionaire  set  up  Stanford  stun 
Brin  and  Larry  Page  of  Google  with  mi 
Kleiner  Perkins.  Founded  Granite  Sy 
Bechtolsheim.  Backed  VMWare.  As  ten| 
sor,  leads  research  on  fun  stuff  like! 
interactive  simulation. 


7  Timothy  Draper 


Draper  Fisher  Jurvetson 

Killer  year  puts  him  in  Midas  top  ten  U 
Two  multibillion-dollar  deals:  the  Skype 
and  the  public  offering  of  Baidu,  Chinai 
Google.  Vociferous  VC  claims  to  have  im 
marketing"  at  Hotmail. 


8  Lawrence  Sonsini 


Wilson  Sonsini  Goodrich  &  Rosati 

The  king  of  the  Silicon  Valley  bar  is  ana 
beneficiary.  Joined  the  board  of  the  New 
Exchange  in  2001  but  declined  to  be  its  in 
man  in  the  wake  of  the  Grasso  debac 
mored  to  be  ready  to  ditch  his  names! 
hot  buyout  shop  Silver  Lake  but  got  tall 


9  David  Marquardt 


August  Capital 

Early  investor  in  tech  powerhouses  Mic 
gate,  Sun.  Now  bets  on  e-mail  manager 
blog  engine  Six  Apart.  Big  bump  up  from 


idea?  (Wehave 
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id  Katsujm  Uhao 


>  Capital  Management 

im  58th  to  10th  with  four  Asian  IPOs  this 
[jnline  stock  trader  Kabu  public  on  the 
j<  Exchange  and  All  About,  Japan's  ver- 
Lut.com,  on  Jasdaq.  Worries  VC  "lem- 
h  no  experience  investing  in  China  will 
ike  valuations  there,  ruining  it  for  legit 
i/ers. 


muo. 

illsts  raised  $25  billion  in  2005. 
is  took  the  biggest  share  of  the  pie. 


$bil 


Hoag 


iy  Crossover  Ventures 

S.rly-stage  tech  risk  in  favor  of  firms  with 
t  revenue  and  looming  profits.  Formula 
l  h  Netflix,  Expedia,  Inphonic.  Possible 
par.  online  matchmaker  Eharmony,  geek 
I  site  TechTarget,  ticketer  Fandango.  In 
jne  raised  venture's  biggest  fund  of  the 
ii  billion. 


er  McNamee 


Partners 

pck  picker  at  Integral  Capital  kicked  off 
_>nd  of  tech  buyouts  at  Silver  Lake  Part- 
I  er,  Seagate).  Now  teams  with  U2  front- 
[ian'd  execs  from  Apple,  Electronic  Arts, 
|i|  and  Blackstone  Group.  Elevation's  $1.9 
L  seeks  to  unlock  value  in  content  side 
■(far  merged  game  developers  Pandemic 
■  BioWare. 


$4.71 


'billion  of 
capital  under 
the  control  of  Technology 
Crossover  Ventures. 


AjA"7  billion  of  venture 
ylUl  capital  raised  in 
2000,  still  the  alltime  record. 


(Returns  through  June  2005) 
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EXITS:  Health  care  is  luring  many  venture 
riches  are  what  made  2005  a  great  year. 
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Biotech 

Top  20  IPO  and  M&A  deals  (2005) 
$13  billion 


Q  |  %  of  IPOs 
4L.  I  backed 
by  U.S.  VCs  in  2005 
were  foreign  firms. 

5 Chinese  firms 
had  an  IPO  on 
U.S.  exchanges,  the 
most  of  any  foreign 
country.  Korea?  3. 


capital  to  create  wealth  for  their  investors  and  build  valuable,  long-lasting  companies, 
sighing  most  heavily  the  market  capitalization  of  a  venture-backed  company  on  the  close  of  its 
of  each  investment  since  going  public  or  being  sold.  Ranking  also  depends  on  a  candidate's 
have  gone  public  or  been  acquired  within  the  past  five  years  are  considered.  Our  results  are 
recruiters  and  venture  capitalists.  •  Special  thanks  to  the  Money  Tree  Survey  by  Pricewater- 
tems  and  Thomson  Financial.  •  Statistics:  Mitchel  Rand,  Carl  Subick  and  Michael  K.  Ozanian. 

XTRA  FEATURES,  GO  TO  WWW.F0RBES.COM/MIDAS 
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Marketing 


FAMILY  PLANNING 

Fertile 
Ground 

The  world  leader  in  birth 
control  looks  to  tap  new 
markets.  But  religion, 
poverty  and  cheap 
abortions  get  in  its  way. 
I  By  Michael  Freedman 

I  ^gB^  N  VALENTINE'S  DAY  IN  2004, 

H  25,000  young  people  showed 
£  I  up  at  an  arena  in  Almaty, 

I  Kazakhstan  to  hear  a  perfor- 
"  mance  by  the  Russian  rock 
band  Different  Rules.  The  show  was  tar- 
&JL  geted  at  women  ages  16  to  23,  under  the 
Sher  banner  "Young  Generation  for  Love  and 
had1  S  ^e — ^ounS  Generation  Against 
Mom  Abortions!"  Actors  in  sperm  suits 
Netsc  danced  and  mingled.  Between 

freat  songs  concertgoers  heard  infor- 
Amaz      °  ° 

VjSecj  mation  about  a  birth  control  pill 
(Telln  called  Jeanine.  Soon  after,  a  popu- 

casts  ^ar  ^  news  Pr°gram  covered  the 

event.  Result:  In  a  nation  of  15 

J  million,  where  abortion  is  the 

gun  |  contraceptive  of  choice,  doctors 

Gerrr  reported  an  immediate  jump  in 

*cuu  requests  for  birth  control  pills, 
retur    ^     .  r 

cofoi  ^  is  t0°  soon  to  say  if  this  kind  of 
dent  campaign  will  have  any  long-lasting 
Seed  imPact- But  f°r  Schering  AG,  the  concert's 
publi  sponsor,  it's  a  promising  start.  Already  the 
world  leader  in  fertility  control,  the  Berlin 
 pharmaceutical  company  sells  contracep- 
tives to  50  million  people  in  154  coun- 
tries. These  products  account  for  an  esti- 
mated 38%  of  its  $6.1  billion  in  expected 
2005  sales. 

Yet  Schering's  two  largest  markets  are 
mature.  One  third  of  the  66  million 
women  of  childbearing  age  in  the  five 
largest  western  European  nations  take  the 


pill;  in  the  U.S.,  where  Schering  also  sells 
its  pill  Yasmin,  80%  of  women  have  used 
oral  contraceptives.  So  Schering  must 
look  beyond  the  Western  World  for 
opportunities  and  pitch  oral  contracep- 
tives to  women  in  fast-growing  emerging 
markets,  such  as  Russia  and  Turkey,  and 
developed  countries,  including  Japan. 
Marcus  Konstanti,  analyst  at  the  German 
bank  Sal.  Oppenheim,  says  Schering's 
sales  of  oral  contraceptives  in  these  new 
markets  could  grow  by  as  much  as  25% 
in  the  next  several  years,  compared  with 
single-digit  growth  worldwide. 

That's  if  it  can  surmount  the  cultural 
barriers  that  remain  nearly  half  a  century 
after  the  pill's  invention.  Pushing  the  pill 
is  tough  in  countries  where  religious 


Pill  pitch: 
Schering  AG 
reps,  as 
sperm,  share 
information  in 
Kazakhstan 
(top);  a  TV 
commercial  in 
Russia. 


objections,  poverty  and  male-dominated 
family  structures  make  it  difficult  for 
women  to  use  it  as  birth  control. 

These  challenges  mean  Schering 
(which  isn't  related  to  Schering-Plough) 
must  find  clever  ways  to  pitch  oral  con- 
traceptives in  countries  where  it  is  forbid- 
den to  use  direct-to-consumer  ads  to  sell 
its  pill.  In  Kazakhstan,  in  addition  to  the 
concert,  Schering  created  a  free  hotline 
and  distributed  information  through 
doctors'  offices  and  pharmacies.  In 
Bangladesh  and  Tanzania  it  offers  free  or 
subsidized  pills  at  family-planning  cen- 


ters. Pictograms  give  illiterate  v 
dosage  instructions. 

In  Turkey,  where  Schering  ca 
proach  consumers  directly,  it  suppor 
Family  Planning  Association  in  20( 
2005  with  $500,000,  which  was  spl 
print  ads  and  celebrity-driven  video 
in  movie  theaters.  The  campaign  r< 
31  million  people,  and  the  oral-conl 
tive  acceptance  rate  in  Turkey  jum 
8%  in  2005  from  4.4%  in  1998. 

Some  of  the  world's  largest  cot 
pose  the  biggest  challenges.  LoW 
contraceptive  acceptance  rates  in 
are  reflected  in  this  staggering  sta 
70%  of  pregnancies  there  end  in 
tion,  compared  with  only  24% 
U.S.,  says  Manfred  Paul,  general  ma 
of  Schering's  Russian  busin 
^m   now  works  with  women's  groi 
pitch  the  health  benefits  of  tlj 
But  abortions  are  practically 
Russia,  so  the  effort,  which  jfl 
TV  spots,  has  gained  little  tr; 
outside  big  cities. 

Even  more  vexing  is  Japan 
tion  of  1 27  million  that  dehvep 
BH   of  Schering's  revenue.  The  cor; 
[  works  with  a  small  group  ol 
portive  doctors  and  nongoverri 
tal  agencies,  but  it's  a  tough 
Japan  many  physicians  are  wj 
prescribing  oral  contraceptive 
learning  about  them  in  negative 
texts  in  internal  medicine  co 
says  Teruko  Fujii,  head  of  Sche 
fertility  control  business  in 
What's  more,  many  Japanese  wo 
even  those  in  their  30s,  do  nq 
derstand  the  purpose  of  menstrua 
Abortions,  says  Fujii,  are  considered 
essary  evil.  The  oral-contraceptive 
tance  rate  is  only  1%  in  this  country, 
Fujii  says,  the  government  frets  abou 
birthrates  and  equates  the  use  of  cd 
ceptives  with  promiscuity. 

Still,  its  willingness  to  enter 
markets  serves  Schering  well.  The  firs 
ian  pharmacy  to  offer  its  pill  in  196 
in  the  very  heart  of  the  anticontrace 
world:  Vatican  City.  Says  Hubertus  I 
Schering's  chairman:  "They  did  not 
tate  to  market  it." 
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3Com"  can  make  any  network 
more  intelligent,  more  plus. 
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ONTARIO  IS  CONVENIENTLY 
LOCATED  RIGHT  AT  THE  CENTER 
OF  THE  CUTTING  EDGE. 


.com 

1  800  819  8701 


Ontario 

Canada 


Over  five  thousand  leading  telecommu- 
nications and  digital  media  companies 
are  investing  in  Ontario.  In  addition  to 
nurturing  homegrown  global  giants 
like  ATI,  Cognos  and  Research  In  Motion, 
Ontario  is  also  attracting  multinationals 
from  every  sector  of  the  ICT  industry. 
Ontario  is  committed  to  investing  in 
innovative  technologies  like  VoIP,  wireless 
broadband  and  photonics.  It's  no  surprise 
companies  like  IBM,  Motorola  and  Alcatel 
have  chosen  Ontario.  To  find  out  how  you 
can  benefit,  just  call  or  visit  our  website. 

56%  of  Ontario's  workers  are  college  educated, 
the  highest  ratio  in  the  industrialized  world 

Over  230,000  highly  skilled  workers  in  the 
ICT  industry 


R&D  tax  credits  are  among  the  most  generous 
anywhere 

Ontario  universities  are  top-rated  for  computer, 
electrical,  chemical  and  civil  engineering 

Among  the  most  competitive  business  costs  of 
the  G7  nations 
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: ALTH  CARE 


V  Gold  Mine  in  Golden  Years 


Iverado  makes  a  tidy  profit  by  looking  after  Alzheimer's  patients  |  By  Evan  Hesse 


Pay  dirt  for  patient 
care:  Silverado's 
Loren  Shook. 


JB  LITTLE  BEFORE  NOON  AT  THE 
^ffl    Silverado  Senior  Living  home 

S^m  in  Calabasas,  (  alif.  six  ladies  sil 
8bW|  down  to  tea  in  the  chandeliei  lil 

f  nl  dining  room.  Down  the  hall  in 
p  pub  an  elderly  gentlemen  clumsily 
oots  pool  with  the  help  of  a  young  assis- 
it.  Just  outside  the  back  door  another 
plow  strolls  down  the  gravel  path  toward 


a  putting  green,  a  yellow  Labrador 
retriever  trotting  behind. 

The  genteel  vibe  here,  more  country 
club  than  old  folks'  home,  represents  an 
experiment  in  elder  care.  With  14  homes  in 
southern  California,  Texas  and  Utah,  Sil- 
verado specializes  in  residents  with  severe 
dementia.  Most  assisted-living  homes 
quarantine  such  patients  in  separate  wards 


or  ship  them  off  to  nursing  homes  when 
their  behavior  becomes  too  unruly.  Silver- 
ado deploys  small  armies  of  staff  to  keep 
residents  engaged  in  activities  like  aerobics, 
art  classes  and  group  outings.  The  hands- 
on  approach  allows  Silverado's  doctors  to 
swear  off  physical  restraints  and  limit  the 
use  of  mind-numbing  sedatives. 

The  cushy  service  isn't  cheap.  At  the 
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Calabasas  home  Silverado  charges  $5,670 
a  month  for  a  shared  room,  more  than 
twice  the  regional  average  for  a  single.  Pri- 
vate rooms  run  to  a  gasp-inducing  $9,600. 
Silverado  gets  an  additional  $250  monthly 
"incontinence"  fee,  and  24-hour  hospice 
services  run  an  extra  $142  per  day.  (Hos- 
pice is  the  only  part  of  assisted-living  costs 
covered  by  Medicare.)  "For  premium  ser- 
vice people  are  willing  to  pay  a  premium 
price,"  says  Loren  Shook,  Silverado's  55- 
year-old  founder  and  chief  executive. 

There  are  profits  in  specialized  care. 
Silverado  has  a  95%  occupancy  rate  at 
properties  open  at  least  a  year.  Shook, 
who  controls  22%  of  privately  held  Sil- 
verado, booked  $7.7  million  in  operating 
profit  (earnings  before  interest,  taxes, 
depreciation  and  amortization)  on  rev- 
enue of  $65  million  in  2005. 

Shook  knows  the  business.  As  a  lanky 
teenager  he  lived  on  the  grounds  of  his 
uncle's  mental  hospital  near  Seattle,  mend- 


ator  of  assisted-living  homes  specialized  in 
patients  with  dementia,  which  afflicts  20% 
of  all  people  over  85.  Most  important,  the 
fees  for  such  care  weren't  covered  by 
insurance  or  Medicare.  "You  compete  by 
serving  customers,  not  regulators  or  insur- 
ance companies,"  Shook  says. 

In  1996  he  invested  $540,000  of  his 
own  and  raised  $3  million  of  venture  cap- 
ital to  buy  a  failing  90-bed  assisted-living 
home  north  of  San  Diego  for  $2.7  million. 
He  spent  $280,000  on  renovations,  adding 
a  dining  room  with  Chippendale  arm- 
chairs and  a  fireplace.  He  ripped  out  nurs- 
ing stations  from  the  living  rooms  and 
replaced  them  with  "country  kitchens";  he 
fenced  in  the  surrounding  land  and 
installed  walking  trails. 

Shook  set  the  monthly  rate  at  $2,880 
for  a  shared  room.  Most  existing  residents, 
funded  with  only  $950  monthly  Social 
Security  checks,  moved  to  cheaper  homes. 
Shook  allowed  four  patients  with  dementia 


Its  largest  cost  is  labor,  47%  °*  sa'es-  Silverado 
employs  J[  staff  member  for  every  7  patients. 


ing  fences  and  giving  patients  showers.  After 
studying  business  administration  at  the 
University  of  Washington,  he  became,  at  age 
22,  a  hospital  administrator  at  Community 
Psychiatric  Centers,  a  big  chain  of  clinics 
treating  mental  illness  and  drug  and  alcohol 
abuse.  There,  he  excelled  at  rescuing  down- 
and-out,  empty  hospitals  by  axing  unmoti- 
vated staff  and  networking  with  doctors  for 
referrals.  When  he  was  named  president  in 
1991,  CPC  was  the  nation's  most  profitable 
psychiatric  hospital  operator. 

That  didn't  last.  A  year  later  managed 
care  outfits  convinced  employers  to  reduce 
insurance  costs  by  slashing  mental  health 
benefits.  Patients  refused  to  pay  out  of  their 
own  pockets,  and  CPC  lost  $34  million  over 
the  first  half  of  1993.  Shook  resigned  as  the 
company  was  selling  off  assets. 

After  an  aborted  attempt  to  build  a 
chain'  of  psychiatric-treatment  outfits  in 
Puerto  Rico,  Shook  began  studying  other 
health  care  businesses,  especially  homes 
for  elderly  folks  not  quite  ready  for  24- 
hour  nursing.  The  U.S.  population  over  65 
will  hit  70.5  million  by  2030.  No  big  oper- 


to  stay  at  discounted  rates.  After  running 
the  place  for  two  months  Shook  was  able  to 
secure  a  $49.5  million  line  of  credit  from 
Health  Care  REIT  of  Toledo,  Ohio.  The 
lender  (at  2.5%  over  the  prime  rate)  was 
taking  a  chance,  considering  Shook's  con- 
siderable operating  expenses.  Liability 
insurance  eats  up  3%  of  revenues;  food  and 
supplies  account  for  another  20%. 

Silverado's  largest  cost,  47%  of  rev- 
enues, is  labor.  For  the  first  Escondido 
home  Shook  hired  a  registered  nurse  for 
$80,000  a  year  and  seven  licensed  voca- 
tional nurses  at  $42,000  apiece.  He  added 
45  caregivers,  who  make  $20,000  per  year, 
plus  bennies,  and  4  "activities  coordina- 
tors," at  $21,000  each.  Silverado  employs 
one  staff  member  for  every  seven  residents, 
compared  with  a  national  median  of  one  to 
14.  A  sizable  staff  is  critical,  because  people 
with  dementia  are  easily  upset.  Nurses 
patrol  the  hallways  at  Silverado,  helping  out 
confused  residents  before  they  become 
abusive.  A  common  diversionary  tactic: 
redirecting  agitated  folks  to  wall  panels 
with  disconnected  rotary  phones,  latches 


and  other  gizmos  for  tinkering.  The  Silve 
ado  staff  gives  residents  a  lot  of  activity 
and  outings — including  spa  treatment 
poetry  readings  and  trips  to  the  racetrack) 
Keeping  active  has  a  salutary  effecl 
Some  900  residents  who  couldn't  feel 
themselves  on  entering  Silverado,  sa)| 
Shook,  were  later  able  to  eat  without  assi 
tance;  1,160  folks  who  couldn't  wa 
became  ambulatory.  Silverado's  doctoD 
also  halved  the  use  of  sedatives  like  Hald 
and  Trazodone  and  antipsychotics  lik| 
Seroquel  and  Risperdal.  "With  close  intei) 
action  you  don't  have  to  treat  these  peopl) 
with  chemical  or  physical  restraints,"  say 
Deborah  Fontaine,  a  nurse  practitioner  a 
UC,  San  Diego's  Shiley-Marcos  Alzheimer" 
Disease  Research  Center. 

After  six  acquisitions  between  199 
and  2000  Shook  tried  a  different  way  t 
finance  expansion.  He  spent  $5.7  millio 
to  buy  a  half-empty  122-bed  psychiatn.  | 
hospital  he'd  built  in  Encinitas  as  presil 
dent  of  Communit; 
Psychiatric,  shellinj 
out  another  $3  million 
to  gut  the  hospital  ano 
subdivide  three  addi< 
tional  parcels  on  the 
10-acre  plot.  He  then  sold  the  parcels,  plui 
an  existing  office  building,  for  $4  million! 
Similar  real  estate  sales  and  refinancing  a 
other  properties  yielded  $10  million. 

The  extra  funds  helped  Shook  push 
into  new  areas  with  older  and  more  afflu- 
ent populations.  In  the  Houston  suburbs 
he  found  a  vibrant  assisted-living  market 
but  hardly  anyone  focusing  on  dementia, 
and  so  he  bought  four  failing  homes  there. 
Next  he  headed  to  Utah,  where  he  ran  into 
a  regulatory  battle.  After  he  took  over  a 
property  in  Salt  Lake  City,  officials  insisted 
that  Silverado  was  operating  a  nursing 
home,  which  requires  more  thorough 
recordkeeping.  Shook  eventually  con- 
vinced the  state  to  license  the  property  as  a 
specialty  hospital  and  installed  desks  for 
nurses  to  fill  out  paperwork. 

Now  Silverado  is  in  negotiations  to 
buy  two  underperforming  homes  on  the 
wealthy  west  side  of  Los  Angeles.  Shook 
plans  to  expand  slowly,  opening  two  or 
three  care  centers  a  year.  "We  can  go  into 
any  city  in  America,"  he  says,  "because 
no  one  copies  us."  F 
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subscription  to  Money® 
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information  they  provide.  Because  it 
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ii  I' 
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Magnesium  Alloy  Chassis 

Exterior  casework  material  used  in  aerospace 
manufacturing  maximizes  durability  without 
adding  unnecessary  weight. 


60GB  Hard  Drive4 

Toshiba  micro-engineering 
fits  60GB  of  data  in  a  tiny 
1.8-inch  drive. 


Thin.  Light. 
Goes  for  hours. 


Toshiba  is  always  striving  to  make  notebooks  smaller,  thinner,  lighter  —  without 
compromising  functionality.  The  Portege®  R200  is  the  latest  result  of  that 
philosophy.  Its  sleek  chassis  is  built  from  materials  similar  to  those  used  in  fighter 
jets.  And  starting  at  2.68  lbs.2  and  just  over  half  an  inch  thin,  it  still  has  enough 
battery  life  to  last  up  to  five  hours.3  Portability  plus  performance.  . 
Size  plus  stamina.  That's  360°  innovation.  That's  Toshiba. 

Where  can  innovation  take  you?  /^J^^k 
ToshibaByDesign.com/slender  /TluSSf 


Hard  Drive 
/Protection5 

3D  accelerometer 
detects  free  falls 
and  quickly 
prepares  the  hard 
drive  for  impact 
to  help  protect 
your  data. 


Fingerprint  Reader 

Embedded  biometric  sensor 
helps  prevent  unauthorized 
access  for  better  security. 


Up  to  Five  Hours  of  Battery  Life3 

Proprietary  battery  design  and  low-voltage 
processor  optimize  battery  efficiency. 


TOSHIBA 


fanw&ton bydesigi 
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MONEY  MAN 


EARL  BROWDER  REBELLED  AGAINST 
America's  free-market  system  and 
headed  the  U.S.  Communist  party. 
Grandson  William  Browder  re- 
belled against  Russia's  corrupt 
business  practices  and  heads  a  Moscow 
hedge  fund. 

William  Browder  shares  with  his  grand- 
father, who  died  in  1973,  a  controversial 
faith  in  Russia's  leader.  In  Earl's  case  it  was 
Soviet  dictator  Josef  Stalin,  who  anointed 
him  the  U.S  Communist  chief  in  1932. 
William,  41,  is  sympathetic  to  Russian  Pres- 
ident Vladimir  Putin,  despite  criticism  that 
Putin  is  undermining  democracy  and 
shackling  business.  The  younger  Browder 
scoffs  at  that  view,  arguing  that  Putin  is 
merely  suppressing  the  nation's  oligarchs 
so  true  capitalism  can  take  flower. 

As  William  was  only  9  when  Earl  died, 
he  never  had  deep  discussions  with  his 
grandfather.  His  sole  bid  to  follow  Earl  was 
an  early  attempt  to  join  a  steelworkers 
union  as  a  staffer,  though  he  was  rejected, 
since  the  union  didn't  hire 
M.B.A.s.  Earl,  originally  a 
labor    organizer  from 
Kansas,  spent  the  1920s  in 
Russia,  where  he  became 
tight  with  the  Stalinists  and 
met  his  wife,  Raissa. 

Earl  returned  to  Depres- 
sion-mired America  and  won  such  renown 
as  a  fighter  for  workers'  rights  that  he  made 
the  cover  of  Time  magazine.  Those  were 
heady  days  for  the  Communists,  and  he  ran 
for  President  twice  against  Franklin  Roo- 
sevelt. A  feisty  soul,  Earl  fought  many  po- 
litical battles  and  got  himself  thrown  into 
jail.  Recent  evidence  shows  he  placed  spies 
within  the  U.S.  government.  Foes  inside  the 
party  ousted  the  headstrong  Earl  as  leader 
in  1945,  when  he  strayed  too  far  from  the 
Moscow  line  by  advocating  an  alliance  with 
Now  I  )ealers. 

Earl  and  his  wife,  a  Russian  intellectual, 
didn't  push  their  offspring  to  become 
Marxist  agitators.  Instead,  they  instilled  in 
their  children  and  grandchildren  the  belief 


Earl  Browder  was  the-.0£-^. 
in  America.  His  grandson  William  is  tho-r-; 

biggest  capitalist  in  Russia 


that  the  highest  calling  was  the  hard  sci- 
ences, not  politics.  Their  three  sons  became 
mathematicians.  William,  whose  father, 
Felix,  is  a  professor  of  mathematics  at  Rut- 
gers University  and  whose  brother  is  a 
physics  professor  at  the  University  of 
Hawaii,  veered  into  Wall  Street.  "My  rebel- 
lion," he  says,  "was  that  I  was  going  to  be 
a  capitalist  businessman." 

William  studied  free-market  avatar 
Milton  Friedman's  writings  at  the  Uni- 


versity of  Chicago,  where  he  earned 
economics  degree,  got  his  M.B.A.  at  Sta 
ford  and  worked  for  Boston  Consulti 
and  Salomon  Brothers.  But  he  remain 
intrigued  by  his  family's  background.  Ji 
after  the  Berlin  Wall  fell,  he  began  inve 
ing  in  the  mysterious,  often  corrupt,  b 
oh-so-cheap  companies  behind  the  In 
Curtain.  In  his  journeys  there  he  hare 
ever  invoked  his  grandfather's  name  ai 
at  the  outset  spoke  little  Russian.  Now 
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-  """Profit-hungry  William  strolls- 
through  Red  Square.  Earl  (Below, 
/efjfjLhad  different  passions. 


can  get  by  on  an  everyday  basis,  though 
business  talks  require  a  translator. 

Browder  started  this  investing  during  a 
business  assignment  in  Poland,  where  state- 
owned  factories  and  businesses  could  be 
had  for  a  pittance.  He  exchanged  $4,000  in 
traveler's  checks  for  38  million  Polish  zlotys 
and  bought  in.  Within  a  year  the  $4,000 
stake  had  turned  into  $40,000.  "There's  a 
certain  chemical  that  gets  released  in  your 
stomach  when  you  make  ten  times  your 


money,"  he  says,  accurately, 
except  for  the  anatomic  loca- 
tion. "And  it's  addictive." 

While  on  a  visit  to  Kiev 
for  Salomon,  Browder  warned 
colleagues  the  hotel  would 
have  no  hot  water.  They 
arrived  and  found  no  water  at 
all — or  food  in  the  restaurant. 
Michael  Fortier,  his  boss  at 
Salomon,  says  Browder  was 
willing  to  go  to  places  like  this 
because  eventually,  he  figured, 
they  would  have  to  get  better. 
"He  has  a  longer-term  per- 
spective," says  Fortier.  "He 
saw  Russia  when  no  one  else 
was  there  because  it  just  had 
to  become  interesting." 

In  1996  Browder,  bank- 
rolled with  $25  million  from 
financier  Edmond  Safra, 
started  Hermitage  Capital 
Management.  The  $2.5  billion 
Hermitage  invests  in  publicly 
traded  stocks  and  is  now  the 
largest  Russia-dedicated  fund. 
Over  the  last  decade  the  fund 
has  had  a  great  run,  claiming  a 
compound  annual  return  (net 
of  fees)  of  36%.  Russian  equi- 
ties are  hot  lately.  Last  year 
Hermitage  reported  an  81.5% 
return,  net  of  fees,  veisus  70% 
for  the  MSCI  Russian  index. 

Like  most  hedge  funds, 
this  one  is  expensive,  with  a  fee 
of  2%  of  assets  annually  plus 
20%  of  gains.  (Minimum  in- 
vestment for  U.S.  investors  is 
$250,000.  If  you  cash  out  of 
Hermitage,  a  newcomer  to  the 
fund  pays  1.5%  more  that  same  day.)  In- 
vestors also  can  tap  the  Russian  economy 
through  such  no-load  funds  as  T.  Rowe 
Price  Emerging  Europe  and  Mediter- 
ranean (up  59%  in  2005,  28%  annually 
over  five  years)  and  U.S.  Global  Eastern 
European  (up  41%  and  42%),  which 
charge  a  fraction  of  Hermitage's  fees. 

Still,  Browder's  record  and  his  stamina 
make  him  worth  listening  to.  He  h«d  the 
backbone  to  stay  during  Russia's  economic 
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implosion,  when  others  were  fleeing.  His 
fund  delivered  a  -89%  return  in  1998.  In 
the  1990s  he  found  Russian  markets  mad- 
deningly irrational.  Lukoil  traded  at  a 
1 ,000%  premium  to  Sibneft,  although  both 
oil  companies  offered  investors  surly  man- 
agement, rusty  old  derricks  and  opaque  fi- 
nancial reports.  The  oligarchs,  who 
amassed  great  empires  by  persuading  Boris 
Yeltsin  to  all  but  hand  them  state  enter- 
prises in  return  for  minuscule  cash  pay- 
ments, harmed  the  country  with  what 
Browder  calls  an  "orgy  of  stealing." 

This  p.r.-sawy  investor  has  become  one 
of  Russia's  foremost  boosters,  as  well  as  a 
relendess  critic  of  the  cor- 
ruption that  plagues  its 
economy.  He  has  parlayed 
his  minority  stakes  into  a 
bully  pulpit,  filing  lawsuits, 
feeding  the  press  derogatory  information 
and  speaking  out  against  some  of  Russia's 
most  powerful  figures. 

At  one  point  in  the  late  1990s,  Browder 
recounts,  Vladimir  Potanin,  an  oligarch 
with  96%  of  the  oil  company  Sidanco,  at- 
tempted to  issue  discounted  shares  at  a 
closed  subscription  available  only  to  insid- 
ers. His  position  in  danger  of  dilution, 
Browder  called  backer  Saffa,  who  sent  15 
bodyguards,  a  New  York  lawyer  and  a  pub- 
lic relations  firm  in  to  help.  They  contacted 
Potanin's  Western  business  partners, 
George  Soros  and  Harvard  University 
among  them,  and  brought  evidence  of  the 
share  legerdemain  to  Western  reporters.  Ul- 
timately, Browder  says,  Potanin  retreated. 


The  experience  emboldened  Browder. 
•  Ever  since,  he  and  his  staff  of  15  have  con- 
ducted forensic  audits,  seeking  to  find  a 
company's  "profits-after-stealing" — that 
is,  he  digs  out  the  amount  of  the  theft  and 
treats  it'as  an  expense.  Heritage  calculates 
the  pilferage  cost  by  interviewing  dozens 
of  customers,  suppliers,  government  offi- 
cials and  former  and  current  employees. 
Today,  partly  as  a  result  of  Browder's 
efforts  and  those  of  others,  most  Russian 
companies  at  least  give  lip  service  to 
transparency  and  good  governance. 

To  Browder,  an  even  bigger  factor  pro- 
moting improvement  is  Putin's  crackdown 

"My  rebellion  was  that  I  was  going 
to  he  ajiapitalist  businessman^ 

on  the  oligarchs.  Last  year  the  government 
imprisoned  Mikhail  Khodorkovsky  for  tax 
fraud  and  dismantled  his  oil  company, 
Yukos.  This  led  many  Western  observers  to 
question  Putin's  commitment  to  free  mar- 
kets and  democracy.  Browder  took  a  differ- 
ent view:  Since  then,  he  says,  businesses 
have  increased  their  tax  payments.  Oli- 
garchs have  fallen  in  line.  Putin,  well  aware 
of  the  economic  fallout,  has  met  with  West- 
ern business  leaders  and  moved  to  assure 
investors  he  won't  go  after  more  compa- 
nies. In  2005  the  Kremlin  enacted  tax  re- 
forms, proposed  amnesty  for  repatriated 
funds  held  offshore  and  enacted  a  law  re- 
stricting the  reversing  of  privatizations. 

In  this  climate  Browder  has  found  investors. 


some  extraordinarily  cheap  stocks  ( 
table).  1  )espite  its  tremendous  growth  si] 
1998  the  Russian  market  still  trades  at  o) 
1 1.2  times  estimated  2006  earnings,  ca 
pared  with  an  average  of  16.6  times; 
emerging  markets  overall.  Hermitag 
stock  portfolio  trades  at  10  times  earnin 
Browder  ignores  consumer  stocks  1 
Wimm-Bill-Dann,  a  $1.4  billion  (sal 
food  company  whose  stock  has  go 
nowhere  since  going  public  on  the  N 
York  Stock  Exchange  in  2002  but  s 
trades  at  44  times  trailing  earnings.  Inste 
Hermitage  owns  shares  in  Evraz,  Russi 
largest  steel  producer.  The  $6.7  billi 
(sales),  vertically  integra 
company  is  among  I 
cheapest  stocks  in  the  woi 
trading  at  a  wondrously  1 
5  times  earnings.  The  2( 
dividend  yield:  a  tidy  5.65%. 

Hermitage  has  90%  of  its  portfolio 
energy  stocks,  which  Browder  believes  \ 
stay  aloft  for  a  while.  Lukoil's  enterpi 
value  (debt  plus  market  value  of  comm 
minus  cash)  is  $3.34  per  barrel  of  pro> 
oil  reserves,  compared  with  much  higl 
levels  for  giants  ranging  from  Chevro 
$12.46  to  Royal  Dutch  Shell's  $18.' 
Browder  says  the  $34  billion  (sal 
Lukoil's  expansion  into  the  U.S.  and  el 
where  will  help  make  it  a  global  player 
Would  Granddad  approve?  Ma> 
not.  But  at  least,  Browder  says,  be 
fought  for  the  little  guy:  in  Earl's  c; 
working  stiffs,  in  William's  outs: 
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Here  are  some  stocks  Browder  likes  in  Russia.  Transneft  shares  are  preferreds.  Also  shown:  two  issues  he  disdains. 

PRICE 

COMPANY 

RECENT 

52-WEEK 
HIGH 

P/E 

COMMENTS 

BUYS 

EVRAZ  GROUP1 

$18.55 

$20.00 

5 

One  of  the  world's  cheapest  steel  companies,  with  low  production  costs. 

GAZPROM1 

88.20 

92.60 

23 

Despite  a  20%  run-up  already  in  2006,  could  have  plenty  of  room  to  go. 

LUKOIL1 

72.80 

73.50 

12 

International  expansion  leaves  opportunity  for  growth. 

SURGUTNEFTEGAZ 

1.23 

1.30 

19 

Some  corporate  governance  issues,  says  Browder,  but  the  price  is  right. 

TRANSNEFT2 

2,525 

2,735 

NM 

Government  owns  part  of  this  pipeline  company,  so  price  increases  are  likely 

SELLS 

SBERBANK1 

162.88 

184.19 

45 

Boom  time  in  banking,  but  this  is  the  priciest  in  emerging  markets. 

WIMM-BILL-DANN1 

26.09 

26.73 

44 

Like  many  Russian  consumer  stocks,  this  one  is  expensive. 

Prices  as  of  Jan  17  'American  Depositary  Receipt.  Preferred 

issue.  NM:  Not  meaningful  Source  Worldscope  via  FactSet  Research  Systems. 
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SHOVELS  DON'T  HOPE. 
SHOVELS  DON'T  WISH. 
SHOVELS  DON'T  TRY. 
SHOVELS  JUST  DIG. 

We  want  to  help  you  fix  a  problem  that's  holding 
you  back.  Like  expensive,  rigid,  and  unwieldy 
infrastructures  that  have  been  built  piecemeal 
over  time.  Or  processes  that  make  it  ridiculously 
difficult  to  connect  the  parts  of  your  changing 
global  business.  And  we  don't  mean  we'll 
speculate  about  it.  No.  We  mean  we'll  make 
it  happen.  We'll  get  to  work  to  simplify  and 
streamline  your  complex  operation  and  turn 
it  into  an  efficient,  reliable,  and  cost  effective 
tool  that  works. 

Because  if  your  business  needs  to  dig  a  little 
deeper,  think  of  us  as  your  shovel.  It's  what  we 
do.  And  we  want  to  do  it  for  you.  www.eds.com 


Let's  get  to  work. 
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STOCK  FOCUS 

Germ  Sensors 

Bird  flu  and  bioterrorism  threats  are 
creating  healthy  opportunities  for  outfits 
that  sniff  out  lethal  bugs  |  By  Peter  Kang 


MOTHER  NATURE  IS  ALWAYS  GOING 
to  throw  us  a  curveball,  and  we're 
focused  on  providing  an  answer," 
says  Christopher  P.  Melancon,  director  of 
biosecurity  at  Applied  Biosystems  of 
Foster  City,  Calif.,  a  unit  of  Applera  Corp. 
Melancon  says  Applied  Biosystems  can 
help  fill  the  demand  for  systems  to  iden- 
tify biological  threats,  whether  natural  or 
man-made. 

Applied  Biosystems  needs  to  hitch  its 
future  growth  to  a  field  such  as  biosecurity. 
Its  mainstay  DNA-sequencing  business  has 
declined  since  the  completion  in  2003  of 
the  Human  Genome  Project  to  map 
human  DNA.  J.  Darryl  Pardi,  an  analyst  at 
Merrill  Lynch,  forecasts  that  Applied 
Biosystems'  businesses  that  cater  to  germ 
detection — by  doing  mass  spectrometry 
and  fast-turnaround  polymerase  chain 
reactions— will  account  for  more  than  half 
of  total  sales  of  $1.84  billion  in  fiscal  2006. 

The  company's  shares,  one  of  two 
tracking  stocks  for  Applera  (Celera 
Genomics  is  the  other),  topped  $140  in 
2000,  but  its  recent  $28  is  near  levels  not 
seen  since  the  post-tech-bubble  days  of 
early  2002.  Applied  Biosystems  sells  for 
23  times  its  2006  consensus  earnings 


AFFYMETRIX 

APPLIED  BIOSYSTEMS  GROUP-APPLERA 

CEPHEID 

INVITROGEN 

ISIS  PHARMACEUTICALS 

QIAGEN 


forecast  of  $1 .20  per  share. 

Government  funding  will  likely  spur 
growth  in  the  biosecurity  business.  In 
2004  Congress  approved  Project 
BioShield  to  aid  research  and  develop- 
ment for  detecting  viruses  and  biological 
weapons.  Biotech  companies  have 
received  a  fraction  of  the  $5.6  billion,  ten- 
year  allocation,  but  investors  are  catching 
a  whiff  of  this  new  pork  from  Congress. 
The  $7.1  billion  President  George  W. 
Bush  laid  out  in  November  to  fight  bird 
flu  has  led  to  Senate  bills  that  could  result 
in  additional  biosensor  opportunities. 

Another  company  working  on  the 
rapid  identification  of  dangerous  germs  is 
Isis  Pharmaceuticals,  which  is  researching 
antisense  drugs,  a  class  of  drugs  that  con- 
trol the  expression  of  genes  through  inter- 
action with  ribonucleic  acid,  a.k.a.  RNA.  Its 
IBIS  division  has  received  $45  million  in 
government  funding  to  work  on  a  device 
called  Tiger  ( Triangulation  Identification 
for  Genetic  Evaluation  of  Pdsks),  which  it 
has  delivered  to  the  U.S.  Department  of 
Homeland  Security  and  the  Army.  The 
system  simultaneously  identifies  a  broad 
range  of  infectious  organisms,  including 
possible  biological  weapons. 


$41.29  13%  $357  $2,740 

28.17  36  1,811  5,294 

9.65           4  82  411 

68.46          1  1,135  3,618 

5.39          8  37  389 

12.05  12  390  1,785 


David  Ecker,  head  of  the  IBIS  uni 
Isis,  describes  how  scientists  recently 
patched  to  Vietnam  took  several  day 
assess  an  apparent  human-to-hun 
bird  flu  infection  with  old-fashioned  p 
dish  techniques.  "Our  system  can  fig 
the  same  thing  out  in  two  hours.  It 
tell  you  if  the  flu  is  human  or  bird  and 
you  if  it's  H5N1  or  H5N2,"  he  boasts,  re 
ring  to  the  markers  that  identify  influe 
strains.  Kcker  also  says  that  the  device 
track  viruses  as  they  evolve  and  deve 
resistance  to  drugs  such  as  Tamiflu. 

Over  the  past  12  months  Isis — wrj 
has  just  one  commercial  drug,  Vitravc 
a  treatment  for  retinal  virus  infectii 
that  is  marketed  by  Novartis — lost  $ 
million  on  $37  million  in  revenue.  1 
many  small  biotechs,  Isis  has  not  turnc 
profit  since  it  began  business  in  19 
Security  analysts  don't  expect  that 
change  before  2007  at  the  earliest. 

Headquartered  in  Carlsbad,  Ca 
Invitrogen  formed  its  Biological  Defe 
Systems  division  in  July  2004  and  tap] 
James  Meegan,  a  13-year  veteran  at 
National  Institutes  of  Health,  as  its  b 
Invitrogen  works  with  the  U.S.  Ar 
Medical  Research  Institute  of  Infecti 
Diseases,  which  awarded  it  a  $970,1 
grant  to  research  the  use  of  prot 
microarrays,  a  new  technique  for  dise 
diagnosis,  to  detect  biological  weapon 

The  growing  interest  in  biodefe 
makes  these  companies  tempting  takec 
targets.  Last  year  Invitrogen  bought 
such  outfits  to  expand  its  product  pc 
folio,  the  largest  of  these  acquisitions  be 
the  $391  million  purchase  of  privately  r 
Dynal  Biotech,  which  specializes  in  m( 
cular  separation  technology. 

Affymetrix  is  a  Santa  Clara,  Calif,  fi 
known  for  its  GeneChip  technology,  u 
to  detect  the  severe  acute  respiratory  s 
drome  (SARS)  virus.  Shares  of  Affyme1 
have  fallen  30%  since  trading  near  $6( 
early  July  as  the  company  continues 
miss  quarterly  earnings  projectio 
Affymetrix  sells  for  54  times  the  cons 
sus  earnings  forecast  for  2006. 

Others  to  watch  include  Qiager 
Dutch  specialist  in  DNA-purification  te 
nologies,  and  Cepheid,  a  Sunnyvale,  C; 
firm  that  provides  the  U.S.  Postal  Sen 
with  anthrax-screening  systems. 


Sources:  FT  Interactive,  Reuters  Fundamentals  and  Thomson  IBES  via  FactSet  Research  Systems. 
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Biodefense  Buys  

Stocks  in  these  companies  show  promise,  as  the  firms  work  to  combat  menacing 
microbes.  One  plus:  The  federal  government  is  boosting  funding  for  such  endeavors 
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The  Giant  Genome  Fizzle 

Those  amazing  studies  linking  specific  genes 
to  obesity,  long  life  and  just  about  everything  else 
may  be  wrong  |  By  Robert  Langreth 


■  T  WAS  BIG  NEWS  WHEN  HARVARD  M 
I  ical  School  researchers  four  years 
I  zeroed  in  on  a  region  of  the  hun 
I  genome  linked  to  exceptional  longev 
I  The  Wall  Street  Journal  did  a  front-p 
I  story;  Good  Morning  America,  CNN  ; 
NPR  also  covered  it.  Two  years  later 
researchers  pinpointed  a  gene  in  that  reg 
called  MTP  (for  microsomal  transfer  prote 
that  boosted  the  odds  of  living  to  100. 1 
discovery  was,  it  seemed,  a  giant  step  forw 
in  understanding  the  genetic  componem 
longevity. 

A  follow-up  publication  last  spring  got 
media  coverage.  In  a  study  of  1,039  center 
ians  and  550  younger  control-group  patie 
researchers  at  the  University  Hospital  in  K 
Germany  found  no  link  whatsoever  betw 
MTP  and  long  life.  The  original  correlati 
they  concluded,  was  likely  "artifactual,"  du 
ethnic  differences  that  muddied  the  comp; 
son.  A  Danish  study  also  failed  to  confin 
link  between  MTP  and  longevity. 

Medicine's  vaunted  genomic  era 
yielded  more  murk  than  miracles.  Of 
hundreds  of  genes  unearthed  as  purpor 
links  to  either  diseases  or  behavioral  quii 
precious  few  have  ever  had  that  link  o 
firmed.  Joel  Hirschhorn,  a  pedial 
endocrinologist  at  Harvard's  Childre 
Hospital,  started  looking  into  the  mal 
after  becoming  worried  that  the  whole  fi 
was  in  danger  of  losing  credibility.  "J 
about  everything  that  hit  the  papers  up  u 
a  few  years  ago,  all  those  were  wrong," 
says.  Adds  University  of  Oxford  neurolo; 
George  Ebers:  "It's  a  real  issue.  No  c 
wants  to  say  it  publicly." 

In  a  recent  survey  Hirschhorn  foi 
that  only  one  of  50  proposed  human  o 
sity  genes  was  confirmed  to  have  that  rol< 
2005  study  by  Duke  University  researc 
David  Goldstein  was  unable  to  confirm  i 
of  7  genes  for  temporal-lobe  epilepsy.  Cel 
Diagnostics  and  collaborators  at  the  U 
versity  of  Texas  at  Houston  could  valid 
only  one  of  21  previously  proposed  he 
disease  genes  when  it  scanned  them  agai 
thousands  of  DNA  samples. 

Attempts  to  use  DNA  chips  to  spot  "gen 
signatures"  that  predict  cancer  prognosis 
survival  have  also  come  under  question 
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It's  like  rolling  a  pair  of  dice 
1,000  times  and  rejoicing  when  dumb  lucl 
gives  you  three  sevens  in  a  row. 


2005  Lancet  study  rigorously  reanalyzed 
data  from  several  such  studies  and  found 
that  only  two  of  seven  proposed  genetic 
signatures  held  up  better  than  a  coin  flip  in 
predicting  cancer  outcome.  For  some  can- 
cers, "I  am  really  not  convinced  a  unique 
signature  exists,"  says  study  lead  author 
Stefan  Michiels. 

Well ...  Not  Exactly 


Many  genes  once  touted  for  their 
links  to  health  risk  or  a  personality 
trait  faded  under  scrutiny.  Here  are  a 
few  recent  genetic  controversies. 


GENL-Angiotensin- 
converting  enzyme 

LINKED  TO:  Heart  attacks 
1992:  Nature  study  finds  defect  in 
this  gene  is  potent  risk  factor.' 
2000:  Huge  British  study  finds  no 
substantial  association. 


DNA  REGION:  Xq28  lOCUS 
LINKED  TO:  Male  homosexuality 
1993:  Media  frenzy  after  region  on  X 
chromosome  is  associated  with  gay 
men.  Confirmed  in  1995  follow-up: 
1999:  Canadian  study  fails  to 
replicate  result  of  earlier  studies. 


GENES:  BRCAI/BRCA2 
LINKED  TO:  Breast  cancer 
2003:  Study  says  women  with  these 
genes  have  82%  breast  cancer  risk. 
2004:  Critics  contend  risk  is  lower. 
.  2006:  Original  author  claims  contro- 
versy has  been  resolved  in  her  favor. 


GENE.MTP 

LINKED  TO:  Longevity 

2003:  Harvard  researchers  say  this 

cholesterol  metabolism  gene  relates 

to  long  lite  in  Americans. 

2005:  Two  European  studies  find  no 

association  with  longevity. 

r^tiMeW'Staax^  Nature  lancer  PNAS  other  journals 
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One  problem  is  the  changing  natu 
of  medical  discovery,  says  Greek  clinic 
epidemiologist  John  Ioannidis,  who  stu 
ies  how  poorly  many  medical  resear 
findings  hold  up  over  time.  Researchc 
have  traditionally  considered  a  study  st 
tistically  valid  if  pure  chance  would  cree 
a  similar  finding  less  than  5%  of  the  tin 
This  worked  well  when  scientists  we 
examining  a  few  well-understood  ri 
factors,  such  as  high  cholesterol. 

But  these  days  researchers  use  cor 
puters  to  scan  through  thousands  of  littJ 
known  genes  simultaneously  in  search 
subtle  contributors  to  disease.  The  hu 
number  of  comparisons  virtually  guara 
tees  that  false  positives  will  be  found.  I 
like  rolling  a  pair  of  dice  1 ,000  times  ai 
rejoicing  when  dumb  luck  gives  you  thr 
sevens  in  a  row.  "It  is  almost  too  easy 
make  a  discovery,"  Ioannidis  says.  Cor 
pounding  the  problem  are  technical  dif 
culties  finding  a  properly  matched  contr 
group;  competing  researchers  who  dor 
share  data;  and  publication  bias,  the  te: 
dency  of  scientists  to  rush  out  positi 
results  but  sit  on  negative  ones  that  woi 
bring  them  fame  or  tenure. 

Gene  scientists  say  errors  could  1 
ironed  out  with  much  larger  patient  popi 
lations  and  more  detailed  medical  historic 
Medical  journals  are  also  wising  up  ar 
demanding  confirmations  in  different  p 
tient  populations  before  publication.  A  r 
cent  gene  for  the  eye  disease  macular  d 
generation,  complement  factor  H,  looi 
rock  solid,  coming  out  of  the  gates  last  ye 
with  multiple  confirmations.  DeCode  G 
netics  of  Iceland  recently  found  a  promisii 
gene,  TCF7L2,  linked  to  diabetes  risk. 

What  about  that  MTP  gene?  Lou 
Kunkel,  a  Howard  Hughes  investigate 
at  Harvard  Medical  School  who  di 
much  of  the  work,  is  "leaning  towai 
the  fact  that  it  is  an  artifact."  But  he 
casting  a  wider  net  for  other  longevii 
genes  in  a  much  larger  study.  "It  is  goir 
to  come.  I  am  absolutely  ecstatic  aboi 
it,"  he  says.  I 
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ie  boom  in  global  trade  has  made  the  rail  business  hot  again. 

Norfolk  Southern  is  leading  the  way  by  adding  technology,  marketing 
id  customer  service  to  a  sooty  old  business  I  by  Jonathan  fahey 


i  i  i  I  i ! !  LJ  i  i  i !  1 1 1 1 1 J 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

oik  Southern's  Atlanta  nerve  center  monitors  traffic  at  the  railroad's  24  switching  yards,  where  trains  are  split  up,  reassembled  and  sent  along. 
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Norfolk  Southern's  5-mile  long 

switching  yard  in  Elkhart,  Ind.  looks 
more  1906  than  2006.  Heaps  of  rusting 
steel  parts,  disfigured  barrels  and  stacks  of 
railroad  ties  litter  the  dreary  expanse. 
Tufts  of  brown  grass  struggle  through 
coarse  gravel.  The  trains  are  shipping  flat- 
panel  televisions  and  other  things  that  did 
not  even  exist  a  decade  ago.  So  where  is 
the  railroad's  new  technology? 

Look  above  the  drab  boxcars  sparsely 
covered  with  chipped  paint  and  the  120 
train  tracks  into  a  glass-walled  control 
tower  at  the  center  of  the  yard.  There  sit 
five  operations  workers  behind  twinkling 
computer  screens.  It  is  here  that  Norfolk 
Southern  has  finally  learned  how  to  run  a 
railroad.  All  railroad  companies  are 
booming  these  days,  thanks  to  the  rise  in 
oil  prices,  which  has  made  rail-shipped 
coal  more  attractive,  and  to  the  flattening 
of  the  world's  economy,  which  has  sent 
steel,  grain  and  televisions  coursing 
around  the  globe.  U.S.  railroads  did  1.7 
trillion  ton-miles  of  traffic  last  year,  up 
2.4%  from  2004.  Norfolk  Southern  is 
shipping  these  goods  more  efficiently 
than  competitors  like  CSX  and  Union 
Pacific  because  it  decided  to  haul  a  19th- 
century  business  into  the  21st. 

Norfolk's  logistics — involving  the  use 
of  algorithms  that  search  for  the  shortest 
routes,  fastest  tracks  and  fewest  han- 
dlings— essentially  got  the  trains  to  run 
on  time.  Remarkably,  that  hoary  concept 
had  been  ignored  by  the  industry  until 
Norfolk  made  it  a  priority.  Just  a  few  Nor- 
folk advances:  Carload  volume  is  up  14% 
since  2000,  but  the  number  of  cars 
needed  to  move  that  volume  has  dropped 
11%.  Average  speed  is  up  7%  to  22  miles 
per  hour.  Average  time  in  the  yard,  called 
dwell  time,  is  down  7%  to  23  hours. 

Indeed,  Norfolk's  system  is  so  far 


ahead  of  other  railroads'  that  it  sells  its 
software  to  rivals.  The  ultimate  compe- 
tition, after  all,  is  trucks.  All  of  this  has 
made  Norfolk's  recent  performance 
recall  the  Jay  Gould  era:  Its  revenues 
grew  17%  during  the  most  recent  four 
quarters  (through  September  2005)  to 
$8.2  billion.  Profits  have  grown  66%, 
from  $700  million  to  $1.2  billion.  Nor- 
folk Southern's  discipline  gives  it  the 
best  net  margins  of  the  U.S.  railroads.  Its 
14%  bests  Burlington  Northern's  12%, 
CSX's  11%  and  Union  Pacific's  6%.  The 
company's  share  price  is  up  85%  since 
the  beginning  of  2004. 

Norfolk's  new  chief  executive  officer 
embodies  his  company's  transformation. 


Since  its  maiden  run  (a  6-mile  route  ne 
Charleston,  S.C.)  on  Christmas  Day  18: 
the  company  has  been  overseen 
bankers,  operation  chiefs  and  even  t 
lawyers.  On  Nov.  1,  2005  Charles  (Wic 
Moorman  took  over.  He  was  formei 
head  of  information  technology. 

•  "We  were  once  the  Internet  of  o 
day,  and  now  we  are  again  as  relevant 
we  have  ever  been,"  says  Moorman,  f 
Haven't  we  heard  this  before?  Sure,  b 
Moorman  and  many  on  Wall  Street  arg 
that  this  isn't  just  a  cyclical  upswing. . 
manufacturing  has  moved  abroad,  mc 
finished  goods  need  to  crisscross  t. 
country  from  ports.  Sourcing  of  pai 
and  materials  is  also  ever  more  glob 
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UTOMOTIVE  DESIGN  IS  A  FIELD  FOR 
L  DREAMERS.  Eventually,  the  best 
lms  become  real.  The  project  ends,  a 
r  one  begins,  and  back  to  the  drawing 
rd  the  designers  go.  Our  Calty  Design 
jarch  centers  are  full  of  such  inspired 
imers.  Together  with  the  talented  « 
ineers  at  Toyota  Technical  Center 
'C),  they  bring  these  dreams  to  life 


Yet  Calty  and  TTC  may  be  two  of 
Toyota's  best  kept  secrets.  j 
By  now,  most  people  know  that  '1 
we  build  vehicles  in  the  U.S."  But  what 
they  might  not  know  is  just  how  much 
we  rely  on  Calty  and  TTC.  They're  an 
■  integral  part  of  our  investment  in 
America,  and  we  can't  wait  to  see 
what  they  draw  up  next. 


Mi- 


Center  for  Automotive  Research  study.  Incl 

ta  vehicles  and  com 


1\ 


A 


S~0  R  F  0  L  K  SOUTHER 


N 


— 


Allen  town 
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Departs  Birmingham,  Ala.  for 
Linwood,  N.C. 

Sits  at  Linwood  for  a  day  as  train 
cars  get  split  up  and  shuffled  onto 
a  new  train. 

Departs  Linwood  for 
Lynchburg,  Va. 

Sits  at  Lynchburg  for  13  hours, 
joins  yet  another  new  train. 

Departs  Lynchburg  for 
Allentown,  Pa. 

Arrives  Allentown  117  hours  after 
departure. 


•  Train  I6T  departs  Birmingham,  Ala 

1:30  p.m. 

Goes  through  Knoxville,  Tenn. 
and  Roanoke,  Va.,  but  train  stays 
intact. 

■  Arrives  Allentown,  Pa.  11:30  p.m., 
57  hours  after  departure. 


Savings 


•  Two  and  a  half  days  of  transit  time. 

•  More  capacity  at  Linwood  and 

Lynchburg. 


ese  trends  are  unlikely  to  retreat. 

Norfolk,  like  the  rest  of  the  railroad 
lustry,  spent  a  half-century  in  a  siege 
:ntality,  slouching  along  by  shrinking 
d  slashing  costs,  tangled  in  rat's-nest 
:rgers  and  wrestling  with  its  feather- 
dding  unions.  In  1955  a  million  people 
irked  for  the  big  U.S.  railroads;  now 
it  160,000  do  (29,000  at  Norfolk).  Yet 
lile  productivity  boomed — ton-miles 
wed  per  employee  have  increased  to  1 1 
llion  from  just  600,000  in  1955— the 
lustry  was  unable  to  raise  prices  from 
80  to  2004.  It  suffered  from  overcapac- 

and  bad  service,  and  the  newly  dereg- 
ited  trucking  industry  was  siphoning 


trains  to  run  on  a  tight  schedule  and 
thereby  move  more  trains  through  the 
system  faster  and  more  reliably. 

To  the  train  industry  this  concept  was 
revolutionary.  "I  came  from  the  'We're 
the  railroad,  we'll  get  to  your  load  when 
we're  ready'  days,"  says  Brig  A.  Burgess,  a 
second-generation  rail  man  who  started 
with  the  company  30  years  ago  building 
bridges  and  is  now  in  charge  of  Norfolk 
Southern's  busiest  region,  which  encom- 
passes most  of  the  upper  Midwest.  "This 
was  a  huge  change." 

Like  most  railroads,  Norfolk  Southern 
used  to  run  on  an  ad  hoc  basis — a  train 
would  leave  the  yard  when  it  was  ready. 


cars  were  sitting  on  Norfolk  Southern's 
tracks,  the  higher  the  fees  charged  to 
those  companies.  And,  of  course,  the 
delay  might  rankle  customers  whose  stuff 
was  sitting  on  the  tracks  for  an  extra  day. 

Moorman  wanted  a  technology 
answer,  so  he  bought  software  from  a 
small  firm  called  MultiModal  Applied 
Systems.  Norfolk  Southern  was  looking 
to  determine  how  it  could  best  deliver  its 
cars — by  avoiding  unnecessary  stops, 
finding  the  best  meeting  points  for  the 
cars  and  making  the  fewest  trips  to 
switching  yards.  Two  months  of  waybills, 
or  2.5  million  shipping  orders,  were 
inputted  into  the  software. 


Rail-carried  shipping  container  traffic  is  up 


since  2001. 


stomers.  It  was  rare  when  a  large  rail- 
ad  earned  even  its  cost  of  capital. 

In  2000  Norfolk's  David  Goode,  then 
ief  executive  (now  chairman),  had  had 
ough.  "We  were  losing  business,  and  we 
:re  losing  pricing  power,  too,"  Goode 
ys.  "The  only  way  to  change  the  game 
is  to  concentrate  very  hard  on  improv- 
g  our  service — that's  the  basic  product 
:  have — so  we  could  sell  it  better." 

While  competitors  pulled  in  reins, 
arfolk  Southern  continued  to  spend  on 
gineers  and  conductors,  despite  Wall 
reet's  frowns.  Most  importantly,  Goode 
sembled  a  group  of  employees  under 
oorman  to  overhaul  how  the  company 
n  its  network.  The  goal:  To  get  the 


There  were  schedules,  sure,  but  they  were 
written  in  pencil.  If  a  yardmaster  was 
faced  with  a  so-called  light  train,  one  with 
just  60  cars,  he  might  let  it  sit  in  the  yard 
for  another  day  until  another  60  cars 
bound  for  the  same  location  came  in.  The 
yardmaster  assumed  he  was  saving  the 
company  money  by  not  using  a  crew  and 
fuel  to  run  a  light  train. 

But  the  long  train  brought  costs  of  its 
own.  Ten  trains  would  arrive  in  the  span 
of  two  hours,  then  there  would  be  none 
for  eight  hours.  Locomotives  and  crews 
got  bunched  up  in  yards  when  they  were 
needed  elsewhere,  so  the  company  had  to 
pay  for  extra  crews  to  move  the  locomo- 
tives around.  The  longer  other  railroads' 


The  finding:  waste  and  inefficiency. 
For  instance,  sections  of  different  trains 
headed  from  Birmingham,  Ala.  to  Allen- 
town,  Pa.  would  follow  each  other,  getting 
joined  at  stops  along  the  way,  such  as  Lin- 
wood,  N.C.  and  Lynchburg,  Va.  The  sys- 
tem didn't  know  that  the  complete  train 
to  Allentown  could  have  been  put 
together  in  Birmingham. 

"We  could  get  the  train  going  in  the 
right  direction,  but  we  didn't  know  where 
it  was  ultimately  going  to  end  up," 
explains  Bryan  Harres,  who  runs  the 
Atlanta  operation  center.  "All  we  were 
seeing  was  where  the  car  was  wanting  to 
go  next.  We  didn't  know  if  we  had  5  cars 
or  50  cars  going  to  that  same  final  desti- 
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nation.''  Starting  in  2002,  the  new  soft- 
ware could  accomplish  that  task. 

The  software  also  worked  to  reroute 
trains  around  trouble  spots  that  could 
delay  delivery.  Planners  assigned  "imped- 
ance" values  to  points  in  the  network.  A 
big  switching  yard  like  Elkhart  would 

Railway  Rulers 


Last  year  Norfolk  Southern  went 
through  the  entire  exercise  again,  this 
time  devtloping  software  internally  that 
can  now  continually  adjust  to  changing 
or  temporary  conditions  and  suggest  new 
trains,  routes  and  times.  In  July,  for  exam- 
ple, while  the  Elkhart  yard  was  rebuilding 


The  system  also  allows  the  company 
price  its  service  better.  Now  sales  repres* 
tatives  can  see  if  a  new  customer's  cars  i 
easily  hitch  onto  a  direct  train  or  whet 
they  will  need  to  take  a  more  circuito 
and  costiy,  route. 

The  company  says  the  two  operati 


The  West  Coast  haulers,  Union  Pacific  and  Burlington  Northern,  are  the  biggest.  Next,  the  two  East  Coast  players,  then  the  Canadia 
The  Big  Six  railroad  revenues,  most  recent  12  months,  in  billions  of  USD 


$5.9 

Canadian  National 


CSX. 

cs 

$8.2 

Norfolk  Southern 


$3.5 

Canadian  Pacific 


Fewer  Firemen,  More  Tons ...  Better  Performance 


The  number  of  railroad  workers  has  been  declining 
for  a  century  even  though  more  and  more  goods  are 
being  shipped  by  rail. 


2  million 


Employees1 


2  trillion 


trillion 


500  billion 


Most  railroad  stocks  have  seen  big 
gains  since  an  explosion  in  traffic 
that  started  at  the  end  of  2003. 
Norfolk  Southern  had  prepared  itself 
for  the  boom. 


100  thousand  _ 

'29  '39  '44'47  '55  '60  '65  70  75  '80  '85  '90  '95  '00  05 
'Class  I  railroads  Source.  Association  ofAmericzn  Railroads. 


ce:  FT  Interactive  Data  via  FactSet  Research  Systems. 


have  a  low  value,  because  it  could  handle 
a  lot  of  traffic  quickly,  while  a  small  yard 
would  have  a  high  value.  Double-track 
rail  would  have  a  low  value,  and  single- 
track  sections  a  high  value.  The  software 
would  then  add  up  the  impedances  just 
like  an  electrical  engineer  adding  up 
impedances  in  an  amplifier  circuit. 


26  miles  of  track,  the  system  diverted  500 
cars  a  day  to  other  yards.  Customers  did- 
n't notice.  When  Hurricane  Katrina  hit, 
the  system  rerouted  trains  scheduled  to 
be  switched  in  New  Orleans,  and  later 
shuffled  new  trains  into  the  schedule  to 
haul  thousands  of  mobile  homes  from 
Elkhart  to  Louisiana. 


overhauls  cost  $5.8  milli< 
and  resulted  in  annual  sa 
ings  of  $100  million. 

Once  the  train  is  rollii 
through  the  system,  it  is  go 
erned  by  another  array 
computer  programs.  A  car 
a  yard  that  is  in  danger 
missing  its  train  will  show  t 
yellow  on  the  system  in  fro 
of  those  folks  in  the  Elkhc 
control  tower,  so  they  w 
know  to  move  it  quickly  to 
train.  New  tools  are  al 
being  given  to  the  dispatch' 
Now  dispatchers  can  vi( 
only  the  traffic  in  th« 
region.  Under  the  new  system,  softwa 
will  analyze  the  entire  Norfolk  netwo 
every  hour  and,  to  keep  traffic  flowii 
efficiently,  suggest  changes  in  speed,  roi 
ing  and  train  meeting  places. 

Burgess  has  been  able  to  tap  into  fJ 
company's  systems  to  discover  countle 
minor,  easily  fixable  problems.  He  foui 
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"Sony 

CREATED 
THE 

Walkman, 
Handycam 
and  Play- 
Station, 
what  could 
they  possibly 
need  from 
France  ?" 

When  Nobuyuki  Idei 
of  Sony  looks  into 
the  future,  he  sees 
French  know-how 
p laving  a  major  role. 


a  furniture  maker  near  Elkhart 
Id  let  cars  full  of  wood  sit  on  tracks 
y  year  at  the  same  time,  clogging  the 
sidings.  It  turns  out  the  furniture 
er  would  buy  a  whole  year's  supply  of 
d  when  the  price  was  good  but  didn't 
:  the  space  or  the  manpower  to 
ad  the  big  shipments.  Norfolk  South- 
simply  provided  storage  for  the  cus- 
p's cars  off  the  network.  "What  we 
d  is  that  customers  need  help  fixing 

Union  Pacific 

#  I  $12.4 

lington  Northern  Santa  Fe 

Sources.  Bloomberg;  Reuters. 

own  problems,"  says  Burgess, 
"imeliness  has  also  allowed  Norfolk 
hern  to  get  more  business  from  its 
tional  rival,  trucking  companies.  As 
>ured  by  ton-miles,  trucks  controlled 

of  the  nation's  freight  in  2002,  the 
t  recent  year  statistics  are  available, 
e  trains  delivered  28%.  By  value, 
gh,  trucks  hauled  64%  of  the  market, 
ains'  4%. 

kit  the  trucking  industry  has  been 
t  with  a  chronic  shortage  of  drivers, 
g  fuel  costs,  clogged  highways  and 
federal  rules  that  reduce  the  number 
ours  truckers  can  drive.  So,  slowly, 
is  are  starting  to  take  business  from 
ks.  Even  trucking  companies  them- 
:s,  like  Schneider  National  and  JB 
t,  are  turning  more  to  rail.  They  drop 
ainers  onto  flatbed  rail  cars,  then  pick 
l  back  up  on  the  far  side, 
"his  truck-to-train  traffic  is  up  18% 
l  2002.  On  a  train  one  crew  of  two 
can  haul  hundreds  of  40-foot  con- 
:rs.  A  train  can  carry  a  ton  of  goods 
miles  on  a  gallon  of  fuel,  while  a 
<  can  take  it  only  59  miles.  Also,  rail- 
s  don't  pay  as  much  fuel  tax  as  truck- 
companies.  Fair  enough,  since  the 
i  pay  for  asphalt. 

>aul  Bergant,  who  runs  JB  Hunt's 
■modal  business,  said  his  company 
in  using  Norfolk  Southern  in  1998 
now  puts  250,000  loads  a  year  on  its 


tracks.  "That's  faith,"  he  says.  "As  they 
have  improved  their  reliability  and  ser- 
vice, it  has  allowed  us  to  move  more  and 
more  with  them." 

James  Ginochio,  Toyota's  U.S.  rail 
logistics  manager,  says  any  haul  shorter 
than  500  miles  will  almost  certainly  go  by 
truck,  and  anything  longer  than  1,000 
miles  by  rail.  Distances  in  between  are  up 
for  grabs.  "On  a  short-distance  move,  the 
more  they  can  tighten  their  consistency 
and  performance,  the  more  business  they 
can  get,"  he  says. 

Norfolk's  growth  presents  Moorman 
with  his  next  problem.  Technology 
notwithstanding,  at  some  point  Norfolk 
Southern,  and  the  country's  other  rail- 
roads, will  have  to  build.  Moorman's 
answer:  Go  east.  He  wants  Norfolk 
Southern  to  be  the  primary  rail  carrier 
for  imported  goods  from  East  Coast 
ports.  The  West  Coast  ports  are  clogged, 
so  Moorman  thinks  more  container 
ships  carrying  Asian  goods  bound  for 
the  Midwest  and  East  will  dock  east  of 
the  Mississippi.  The  port  of  Norfolk  is 
undergoing  an  $880  million  expansion 
that  it  hopes  will  attract  the  ships.  Nor- 
folk Southern  is  spending  up  to  $100 
million  to  upgrade  its  main  route  from 
Norfolk  to  Columbus,  Ohio,  where  it  is 
building  a  yard  at  the  old  Rickenbacker 
Air  Force  Base  to  offload  the  double- 
stacked  containers.  (The  federal  highway 
bill  includes  an  additional  $90  million 
for  this  project.)  "We  are  going  to  have 
the  shortest  high-capacity  route  from 
the  port  of  Norfolk  into  the  Midwest, 
and  we  think  that  that  will  pay  big  divi- 
dends for  us,"  he  says. 

Norfolk  Southern's  slick  systems  and 
tight  schedules  don't  make  it  immune  to  a 
slowing  economy,  a  dip  in  coal  demand  or 
pullbacks  in  Asian  trade.  But  provided  it 
manages  all  the  newfound  traffic 
smoothly,  investors  may  see  gains  from  a 
railroad  company  the  likes  of  which 
haven't  been  seen  in  decades.  "There  were 
a  couple  of  times  during  my  40-year  ca- 
reer where  people  wouldn't  have  given 
very  good  odds  on  the  private  rail  system 
even  surviving,"  Chairman  Goode  says. 
"But  now  the  business  is  established  in  a 
growth  pattern,  and  it's  got  legs."  F 
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Bedfellow* 

Securities  lawyer  Bill  Lerach  styles  himself  as  a  crusai 
for  corporate  justice,  but  his  union  allies  don't  h£ 
such  a  good  record  themselves  By  Daniel  Fisl 
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■  T'S  A  MYSTERY  THAT  PERPLEXES  DEF! 
I  attorneys  and  rival  plaintiff  lawyers  a 
I  How  does  William  Lerach  maintair 
I  reign  as  the  nation's  leading  securities  | 
H  action  lawyer?  He's  got  his  troubles, 
entangled  in  a  federal  investigation  of  whe 
class  action  plaintiffs  were  illegally  rewai 
for  signing  onto  lawsuits;  he  had  a  bitter  i 
breakup  with  onetime  mentor  Melvyn  W 
and  in  1995  Congress  passed  a  law  specific 
designed  to  rein  him  in. 

Yet  Lerach  keeps  getting  hired.  Last  yea 
was  the  lead  lawyer  in  a  third — 37  out  of  1 1 
of  all  securities  class  action  settlem< 
(according  to  Cornerstone  Research,  a  cons 
ing  firm  for  lawyers).  His  San  Diego  firm,  ] 
ach  Coughlin  Stoia  Geller  Rudman  &  Robb 
bagged  the  largest  securities  settlement  in 
tory,  a  total  of  $7.1  billion  from  Citigrc 
JPMorgan  Chase  and  CIBC  last  summer 
their  roles  in  the  Enron  collapse.  The  fir 
likely  fee:  $680  million  and  counting. 

Lerach's  main  client  in  the  Enron  cai 
the  University  of  California.  Far  more  of 
however,  he  represents  another  type  of  pi, 
tiff:  labor  unions,  particularly  those  in  the  i 
ruption-infested  construction  trades.  A  str 
supporter  of  the  Democratic  party,  Lerach 
aligned  himself  tightly  with  these  union: 


Jobuyuki  Idei,  Chairman 
nd  Group  CEO  of  Sony, 
tnds  the  French  passion 
br  creativity  is  exactly 
/hat  he  needs. 


|ny  is  famous  for  doing  what  nobody 
is  done  before.  What  about  the  French? 

ie  French  have  innovation  in  their  blood.  There  are  so 
my  examples  where  they  have  developed  products  that 
;re  way  ahead  of  their  time,  think  of  the  TGV  or  bio- 
rhnologies.  Today  there  are  strong  signs  that  France  wants 
be  an  early  adopter  of  High  definition  TV  in  Europe. 

&D  is  at  the  root  of  Sony's  success. 
France  a  good  place  for  R&D? 

ie  French  know  how  to  incorporate  creativity,  in  the  artistic 
rise  of  the  word,  with  the  most  advanced  technologies, 
lat's  what  R&D  is  all  about.  Their  higher  education 
stem  has  produced  world  class  scientists  and  engineers 
d  has  given  France  a  unique  advantage  in  finding  highly 
illed  researchers.  The  French  people  are  open  to  sharing 
;  expertise  of  public  laboratories  to  develop  joint  projects. 

T\y  is  Sony's  Computer  Science  Laboratory 
Paris? 

ice  again,  'creativity'  is  the  key  word.  Individuality  and 
;ativity  are  engrained  in  French  character,  making  France 
ideal  place  for  R&D.  Our  Computer  Science  Laboratory 
ings  together  scientists  from  across  the  globe  to  develop 
w  technologies.  You've  probably  noticed  that  it  is  not 
ly  in  Paris,  but  it  is  in  the  center  of  the  Quartier  Latin, 
nous  for  the  Sorbonne  University,  and  also  close  to  the 
rulty  of  science  at  Jussieu.  It's  a  hot-house  environment 
ique  in  the  world. 


France 

d  in  France 


mployees, 


turnover  a  year 


production 
pe 


Sony  is  famous 
for  its  unique 
way  of  doing 
business.  How 
does  it  find 
France  as 
a  business 
environment? 

Creativity  and 
individuality  are  the 
keynotes  for  Sony. 
We  always  strive  to 
?ate  unique  products  that  lead  in  technology,  function 
d  design  and  provide  contents  or  services  that  propose 
inique  lifestyle.  We  find  that  France  is  a  great  place  to  do 
siness  and  that  the  French  instinctively  understand  and 
ipond  to  our  business  philosophy. 

there  any  resistance  in  France  to  foreign 
mrvpanies? 

France  as  in  other  countries,  consumers  embraced  our 
aducts,  and  absorbed  the  innovation  in  our  technologies 
d  the  lifestyles  we  proposed.  Of  course  the  French 
vernment  has  also  helped  us  to  set  up  in  France.  Today, 
;  French  authorities  at  all  levels  are  demonstrating  their 


"The  French 
how  to  incorporate 
creativity,  in  the 
artistic  sense  of  the 
word,  with  the  most 
advanced  technologies, 
That's  what  R&D 
is  all  about" 


support  for  foreign  businesses  and  investments.  There  is 
a  genuine  willingness,  not  only  to  attract  foreign  companies, 
but  to  favor  their  development  in  France. 

On  a  personal  level,  what  do  you  think 
of  France? 

When  I  was  involved  in  establishing  Sony  France, 
I  witnessed  the  French  people's  fascination  for  extraordinary 
scientific  and  technological  challenges  first  hand.  I  believe 
the  greatest  asset  France  possesses  is  its  people.  The  French 
character  marked  by  individuality,  creativity  and  unique 
sensitivity  is  always  a  source  of  inspiration  to  me.  Returning 
to  France  is  always  a  joy. 

Now  is  the  time  to  invest  in  France. 
To  find  out  how  the  Invest  in  France  Agency 
has  helped  some  of  the  world's  leading 
companies  and  what  they  can  do  for  you, 
visit  www.thenewfrance.com 


The  new  France.  Where  the  smart  money  goes. 
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handing  over  handsome  contributions  to 
their  political  causes  and  sharing  fees 
with  their  outside  law  firms.  Of  those  37 
cases  last  year  he  represented  union-affil- 
iated funds  13  times. 

Lerach  needs  such  allies  to  maintain 
control  of  securities  class  actions  under 
the  1995  reform  law,  which  was 
designed  to  end  the  practice  of  using 
figurehead  plaintiffs  to  mount  nuisance 
suits  that  mostly  enriched  plaintiff 
lawyers.  With  billions  of  dollars  in 
assets,  union  funds  can  claim  large 
losses,  win  designation  as  lead  plaintiffs 
and  thus  control  lucrative  cases. 

Since  2000,  cases  where  union  plain- 
tiffs allied  with  Lerach  &  Co.  have  gen- 
erated at  least  $1.1  billion  in  settle- 
ments, according  to  Cornerstone, 
providing  some  $240  million  in  fees. 
More  striking  is  the  frequency  with 
which  a  few  unions  have  shown  up  in 
court,  usually  with  Lerach  as  their 
lawyer:  Funds  associated  with  the 
United  Brotherhood  of  Carpenters  have 
won  the  role  of  lead  or  representative 
plaintiff  in  at  least  18  securities  class 
actions  since  2000,  while  Laborers' 
International  Union  of  North  America 
funds  have  won  15  and  the  United  Asso- 
ciation of  Plumbers  &  Pipefitters,  13. 
Plaintiffs  aren't  supposed  to  be  in  more 
than  five  securities  suits  in  a  three-year 
period.  Lerach  says  that  rule  doesn't 
apply  to  separate  pension  funds  within 
the  same  union. 

Lerach  makes  no  apologies  for 
recruiting  the  unions  as  clients — or  for 
eyebrow-raising  gifts  like  the  $1.3  mil- 
lion his  firm  gave  to  an  AFL-CIO  Build- 
ing Trades  political  fund  in  2004.  "We 
are  clearly  pro-worker,  progressive 
Democrats,"  he  says.  "Anybody  who 
knows  us  knows  that  about  us — they 
know  our  heart's  in  the  right  place." 

Rival  plaintiff  lawyers  are  getting  frus- 
trated at  losing  out  to  Lerach  and  the 
unions.  In  court  challenges  they  are  start- 
ing to  cite  the  fact  that  some  unions  are 
under  federal  oversight  for  problems  that 
include  corruption.  Their  argument  is  that 
these  unions  are  not  particularly  good  rep- 
resentatives for  other  shareholders. 

In  a  pending  lawsuit  filed  last  year 
against  Dana  Corp.  in  federal  court  in 


Ohio,  for  example,  lawyers  for  the  City  of 
Philadelphia  challenged  the  Plumbers  & 
Pipefitters  National  Pension  Fund's  bid 
to  be  lead  plaintiff  "because  there  is 
growing  evidence  that  this  organization 
has  nofconsistently  upheld  its  fiduciary 
duties."  Philadelphia  pointed  out  that 
the  union's  top  two  officials  were  forced 
to  resign  in  2004  for  sinking  $800  mil- 
lion of  a  $4  billion  fund  into  the  then- 
shuttered  Diplomat  Hotel  &  Resort  in 
Hollywood,  Fla. 

The  Plumbers'  outside  lawyer,  Louis 
Malone  of  Washington,  D.C.'s 
O'Donoghue  &  O'Donoghue,  says, 
"What  happened  in  the  past  is  not  reflec- 


Frequent  Filers 

These  unions,  all  of  which  have  their  own  legal 
problems,  frequently  appear  in  court  as  plaintiffs 
in  securities  class  actions. 


«  United  Brotherhood  of  Carpenters 


'  International  Brotherhood  of  Electrical  Workers 


■  International  Brotherhood  of  Teamsters 


'  Laborers'  International  Union  of  North  America 


'  United  Association  of  Plumbers  &  Pipefitters 


tive  of  what  is  going  on  now.  There's  a 
whole  new  leadership." 

A  federal  judge  in  California  rejected 
the  team  of  Lerach  and  the  Teamsters' 
Central  States  Pension  Fund  as  lead 
plaintiff  in  a  lawsuit  against  Redback 
Networks  in  2004,  noting  the  fund  was 
operating  under  a  federal  consent  decree 
related  to  charges  of  corruption  and 
mismanagement. 

The  fighting  concerns  not  only  the 
awarding  of  lead  counsel  status  but  also 
the  amount  of  the  fees.  Every  dollar  that 
goes  to  the  lawyers  is  a  dollar  that  is  not 
going  to  investors.  Last  May  the  New 
York  State  Teachers'  Retirement  System 
and  three  other  large  funds  challenged 
the  $33  million,  or  22%,  payout  Lerach 
got  in  a  $150  million  settlement  of  a  suit 
against  Texas  utility  company  TXU,  call- 
ing it  a  "garden  variety  federal  securities 
case."  The  judge  upheld  the  fee,  which 
had  been  negotiated  in  advance  by  the 
Plumbers  &  Pipefitters  National  Pension 


Fund.  The  Plumbers  fund  has  no 
house  securities  lawyers  and  rel 
instead  on  O'Donoghue  &  O'Donogh 
which  gets  a  piece  of  any  fees  fr< 
Lerach. 

Malone  says  the  fee  arrangem< 
doesn't  mean  he's  beholden  to  Lera 
In  one  2003  Plumbers  case,  against  u 
ity  company  AES,  the  lawyers  took 
fee.  But  others  say  the  unions  are 
doing  the  job  Congress  intended. 

"There's  little  if  any  evidence  tr 
they  try  to  negotiate  a  better  price,"  s« 
Joseph  Grundfest,  a  professor  at  Sta 
ford  Law  School  who  runs  the  Stanfo 
Securities  Class  Action  Clearinghou 
A  recently  completed  stu 
by  Michael  Perino,  a  pr 
fessor  at  St.  John's  Unive 
sity  School  of  Law  in  N4 
York,  supports  this  viei 
Perino,  analyzing  232  cla 
action  settlements,  four 
that  union  funds  show< 
no  evidence  of  playing  k 
firms  against  one  anoth 
to  drive  down  fees,  whi 
large  state  funds  did. 

Lerach's  relationsh 
with  plaintiffs  is  an  issue 
a  criminal  investigation 
Los  Angeles,  where  lawyer  Seymoi 
Lazar  was  indicted  in  June  2005  c 
charges  of  receiving  kickbacks  from  Le 
ach's  old  law  firm  in  exchange  for  ser 
ing  as  a  plaintiff  in  numerous  securiti 
suits  between  1977  and  2004.  Accordii 
to  the  indictment  and  documents  sin 
filed  in  the  case,  Milberg  Weiss  funneli 
payments  to  an  intermediary  law  fin 
Los  Angeles'  Best  Best  &  Krieger,  th 
applied  the  money  against  fees  Laz 
owed  the  law  firm  for  other  businei 
Best  Best  &  Krieger  said  it  is  a  witne; 
not  a  subject,  in  the  investigation  ai 
declined  further  comment.  Lera< 
declined  to  comment  on  the  pendii 
investigation,  and  Lazar  has  denied  ai 
wrongdoing. 

Lerach  cannot  be  accused  of  hidii 
his  relationship  with  the  unions.  Tl 
campaign  contributions  and  fees 
intermediary  lawyers  are  all  out  in  tl 
open.  So  to  that  extent,  reform  has  be< 
a  success. 
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Introducing  the  all  new  2006  Buick  Lucerne. 
With  available  heated  washer  fluid.  Time  to  toss  the  scraper. 


Starting  at  $26,990.  As  shown  $36,590? 
buick.com 


BEYOND  PRECISION 


Introducing  the  all  new  2006  Buick  Lucerne. 
For  all  the  details,  visit  buick.com. 


•MSRP.  Tax,  title,  license,  dealer  fees  and  other  optional  equipment  extra. 
©2006  GM  Corp  All  rights  reserved.  Lucerne  is  a  trademark  of  General  Motors  Corporation. 


Backseat  Driver  Jerry  Flint 


Bankruptcy, 
Shmankruptcy 

H  NOUGH  ALREADY  ON  GENERAL  MOTORS  AND  BANK- 
ruptcy.  I  am  tired  of  the  B-word.  GM  isn't  going  bank- 
1   rupt  this  year;  GM  isn't  going  bankrupt  next  year;  2008 
H       is  so  far  off  that  even  Bill  Gates  could  be  bankrupt  by 
BR  then.  It's  dangerous  to  go  three  years  out,  but  no,  I 
j  ouldn't  expect  GM  to  go  bankrupt  in  2008,  either. 
Why  not? 

The  company  has  $19  billion  in  the  kitty  and  just  about 
100  billion  in  the  pension  fund.  But  there's  more  here  than  the 
alance  sheet. 

When  I  was  a  boy,  there  was  one  reason  companies  went 
ankrupt:  They  couldn't  pay  their  bills.  GM  can  pay  its  bills,  so 
lat's  not  a  problem. 

The  new  reason  for  bankruptcy  is  to  break  a  union  contract, 
'hat  works  with  airlines  because  there  are  always  some  Navy 
jop  guns  who  owe  on  their  Corvettes  and  will  replace  your 
triking  pilots.  And  there  are  lots  of  women  left  to  replace  your 
.  triking  stews. 

But  replacing  150,000  United  Auto  Workers  members  is 
1  nother  story.  A  judge  could  tell  them  to  work  for  10  cents  an 
jiour,  but  it's  still  a  free  country;  they  can  strike,  and  they  would. 
Plus,  they  are  stronger  than  the  company.  The  workers  own 
baid-up  houses,  cars  and  boats  and  have  working  wives  (or  hus- 
bands). GM  would  have  to  negotiate  any  change  in  the  contract, 
Lo  the  bankruptcy  ploy  just  doesn't  work  here. 

So  why  does  it  keep  coming  up?  Maybe  the  short-sellers 
5eat  the  B-word  drum,  hoping  to  wreck  the  business  and  the 
;tock.  It's  happened  before.  Maybe  the  Wall  Street  analysts  just 
don't  understand  the  business.  That's  happened  before,  too.  If 
i'ou  still  have  capital-loss  carryforwards  on  your  tax  return,  that 
:ould  be  because  you  listened  to  their  advice  during  the  last 
Doom  and  bust. 

GM  is  in  deep  trouble,  for  sure.  Money  is  siphoning  out,  and 
if  there's  no  turnaround,  bad  things  will  happen  eventually.  But 
there  are  a  few  positive  signs,  too. 

Chevrolet  is  showing  signs  of  a  turnaround,  outselling  Ford 
last  year  and  with  some  winners  for  2006,  like  the 


and  should  be  hot  in  2007.  A  wave  of  new,  large  SUVs  and  pick- 
ups is  coming;  they  won't  save  GM,  as  the  old  ones  did  a  couple 
of  years  ago,  but  they  should  stabilize  that  business. 

In  Europe  GM  is  definitely  moving  in  the  right  direction,  and 
the  company  is  number  one  in  China.  Of  course,  GM  pushed  out 
the  lad  who  made  it  number  one.  He  knew  how  to  win  but  some- 
how spent  all  that  time  over  there  without  learning  how  to  kow- 
tow to  the  Detroit  bureaucracy — but  then  nobody's  perfect. 

And  Jerry  York,  the  former  financial  officer  of  Chrysler  and 
now  Kirk  Kerkorian's  man  on  the  scene,  is  sending  some  mes- 
sages that  I  like.  Let's  hope  he  joins  the  board  of  directors. 

In  words  that  old  sailors  will  recognize,  it's  time  to  ring 
the  bells  and  send  the  call:  "General  Quarters.  This  is  no  drill." 
Cut  dividends,  stop  bonuses  and  go  directly  to  the  workers  to 
tell  them  how  bad  things  really  are  and  what  will  happen  with- 
out concessions.  The  cars  and  trucks  are  better,  lots  better,  but 

the  designs  still  need 
more  pizzazz. 

Of  course,  there  is 
the  usual  bad  advice 
floating  around.  Wall 
Street  analysts  love  to 
say  kill  this  brand  and 
kill  that  brand,  Pontiac 
or  Saturn  or  Buick  or 
Saab.  This  is  a  mistake. 
GM  should  kill  noth- 
ing at  this  time.  The 
trick  in  the  auto  busi- 
ness is  creating  desir- 
able cars  and  trucks, 
not  killing  brands.  (If 
you  take  the  analysts' 
logic  at  face  value, 
since  GM  as  a  whole  is  losing  money,  the  best  way  to  save  it  is  to 
kill  all  of  the  brands.)  I  don't  even  think  GM  needs  to  sell  off 
GMAC  right  now. 

This  year,  2006,  will  be  a  difficult  year.  The  product  is  better, 
but  the  competition  is  the  fiercest  ever.  "Good"  or  "better" 
doesn't  top  Toyota.  Only  "best"  does  that. 

And  there  is  the  Delphi  situation.  Delphi  is  the  collection  of 
former  GM  parts  operations,  spun  off  years  ago  as  an  indepen- 
dent company,  with  some  $30  billion  in  sales.  GM,  and  others, 
too,  need  Delphi  parts.  But  Delphi  couldn't  make  it  and  wants 
drastic  pay  and  benefit  cuts  from  the  UAW.  It  seems  to  me  both 
Delphi  and  the  union  are  playing  a  game  of  bluff,  but  the  target 
is  GM.  The  aim  is  to  get  GM  to  pick  up  some  of  those  costs. 

If  a  turnaround  at  GM  isn't  evident  by  fall,  look  for  a  man- 
agement change.  But  enough  of  the  bankruptcy  talk. 

I've  written  this  before  and  I'll  write  it  once  more.  The 
graveyards,  and  the  ocean  bottoms,  too,  are  full  of  men  who 
underestimated  American  courage  and  determination.  F 


Troubles,  but  signs  of  turnaround:  Chevy 
HHR  (top)  and  the  Impala. 


IHR  and  Impala  and  updated  SUVs  coming.  Saturn  is 
j  getting  new  vehicles,  good-looking  ones  for  a  change, 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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economic  powerhous 


With  a  $700  billion  economy  —  the  third 
largest  in  Asia,  chugging  along  at  a  hefty 
pace  of  7%  to  8%  annually  —  the  Indian 
leadership  should  be  more  than  satisfied  with 
the  current  breezy  growth  rate. 

But  the  government  led  by  Prime  Minister 
Manmohan  Singh,  an  economist  turned 
politician,  and  also  the  man  behind  the 
landmark  economic  reforms  program  launched 
in  1991,  is  not  content  with  the  performance  of 
the  economy.  Singh,  73,  a  former  governor  of 
the  country's  central  bank,  the  Reserve  Bank  of 
India,  is  pushing  for  an  even  faster  clip,  and 
wants  the  once  sedate  economy  to  leap  by  a 
robust  10%  annually. 

Policymakers  in  this  country  of  one  billion- 
plus  people  firmly  believe  that  the  only  way  to 
slash  poverty  levels  —  currently  about  260 
million  people  fall  into  the  poverty  bracket  —  is 
to  accelerate  growth  to  double-digit  figures,  and 
to  invest  significant  amounts  to  upgrade 
infrastructure,  both  in  urban  and  rural  areas. 

Prime  Minister  Singh  estimates  the  country's 
immediate  infrastructure  needs  at  $150  billion. 
India's  Harvard-educated  lawyer  turned  finance 
minister  Palaniappan  Chidambaram  believes 
that  high  growth  rates  can  be  sustained  only 
with  increased  investments  in  infrastructure, 
agriculture  and  social  sectors. 

The  United  Progresswe  Alliance  (UPA) 
government,  headed  by  Prime  Minister  Singh, 
faced  enormous  challenges  at  the  beginning  of 
2005  when  the  devastating  tsunami  threatened 
to  wash  away  all  the  economic  gains  of  the 
previous  few  months.  Soaring  oil  prices 
jeopardized  the  government's  fragile  finances, 
while  the  rigors  of  managing  a  coalition 
government  in  a  vibrant  democracy  with 
competing  ideologies  were  poised  to  spoil  the 
party  for  the  government. 

But  2005  has  turned  out  to  be  a 
surprisingly  good  year  for  India.  Rnance  minister 
Chidambaram  notes  that  India  received 
significant  international  recognition  as  "a 
potential  global  economic  powerhouse,"  based 
on  the  excellent  performance  of  its  economy. 
In  its  annual  FDI  Confidence  index  survey 


international  consulting  firm  AT  Kearney  has 
rated  India  the  second  most-favored  destination 
for  foreign  direct  investment  (FDI),  just  behind 
China.  India  has  replaced  the  U.S.  in  the 
number-two  position.  Similarly,  the  United 
Nations  Conference  on  Trade  and  Development 
(UNCTAD)  has  placed  India  among  the 
"dominant  host  countries"  for  FDI  in  the  Asia- 
Pacific  region. 

Notes  Mukesh  Ambani,  a  leading  Indian 
industrialist  and  chairman  of  the  country's 
largest  private-sector  company,  Reliance 
Industries  Ltd.:  "China,  India,  Brazil  and  Russia 
are  competing  for  the  same  endowment  of  our 
planet's  resources,  the  same  reservoir  of 
footloose  talent  and  the  same  pool  of  global 
capital.  In  such  a  context  of  competition  for 
resources,  advantage  will  rest  with  a  nation  that 
offers  the  most  favorable  environment  for 
investment,  trade  and  talent." 

Global  Hub 

According  to  Ambani,  India  is  becoming 
a  global  destination  for  services  and 


manufacturing.  "Automobiles,  automotive  cor) 
ponents,  textiles,  pharmaceuticals  and  chi 
micals  are  sectors  where  India  is  destined 
emerge  as  a  global  hub,"  he  adds. 

Ajay  Khanna,  CEO  of  India  Brand  Equl 
Foundation  (IBEF),  a  leading  think  tank  that  h. 
been  promoting  the  India  Inc.  brand  global 
points  out  that  the  country  has  steadily  move 
onto  the  radar  screen  of  governments  ar 
corporations  across  the  world,  first,  as  a  mec, 
consumer  and  as  a  value-for-money  servk 
provider;  second,  as  a  feisty  negotiator  at  th 
WTO;  and,  more  recently,  as  a  research  hub  art 
knowledge-driven  manufacturing  base. 

.FDI  inflows  into  India  have  surpassed  tfi 
$5  billion  mark  and  are  growing  by  15%  to  20 
annually.  Some  of  the  major  foreign  investment 
include  the  $1.5  billion  acquisition  of  a  10 
stake  in  telecommunications  firm  Bharti  b 
Britain's  Vodafone,  and  billion-dollar  investment 
made  by  IT  majors  Cisco,  Intel  and  Microsoft 

South  Korean  steel  giant  Posco  has  ab 
announced  a  $13  billion  investment  plan  for 
steel  plant  in  eastern  India.  Dozens  of  insuranc 


What's  good  for  India  is  good  for  Reliance. 


In  our  unique  journey,  starting  from  textile  to  oil  and  gas  exploration, 
we  have  gone  on  to  set  up  the  world's  largest  grass  roots  petroleum  refinery. 
And  thereby  changed  India's  status  from  being  a  net  importer  of  petroleum 
products  to  a  net  exporter. 

Our  global  presence  in  exploration  and  production  of  oil  and  gas  is 
aimed  at  achieving  energy  independence  for  India. 

Currently,  as  India's  only  private  sector  Fortune  500  company,  our 
exports  reach  101  countries,  with  a  7.7%  share  of  India's  export  revenue. 


Continuing  this  tradition,  we  are  committed 
to  forge  ahead  to  greater  heights  to  make  India  an  RclictllCG 

economic  superpower  in  the  knowledge  era. 

www.ril.com 


Growth  is  Life 


umbrella 


Panchshi!  Techpark, 


bpeciai  aaverasing  secnon 


firms  and  pension  funds  from  the  U.S.,  Europe 
and  Japan  are  also  waiting  for  the  government 
to  pave  the  way  by  amending  the  law  for 
increased  investments  in  these  sectors. 

After  much  wrangling,  the  Indian  gov- 
ernment appears  set  to  open  up  the  hugely 
protected  retail  sector  to  FDI.  International 
chains,  including  Wal-Mart,  are  eager  to  set  up 
shop  in  a  country  with  a  growing  middle  class 
that  already  exceeds  the  300  million  mark. 
Scores  of  glittering  malls,  which  are 
revolutionizing  the  way  that  middle-class  India 
shops,  are  emerging  in  all  the  major  cities. 
There  was  similar  opposition  to  the  entry  of 
foreign  funds  into  the  real  estate  development 
sector,  but  with  the  government  firmly  pushing 
ahead  with  reforms,  it  has  now  been  accepted 
by  both  politicians  and  the  domestic  industry. 
International  developers  from  the  U.S.,  Canada, 
Singapore  and  Dubai  have  already  kick-started 
projects  in  several  cities. 

Atul  Chordia  is  managing  director  of 
Panchshil  Realty,  a  leading  developer  of  IT  parks 
and  convention  centers  in  Pune,  an  industrial 
hub  in  western  India.  He  points  out  that  some 
of  the  biggest  information  technology  giants 


have  been  attracted  by  the  new  software  and 
technology  parks  that  are  springing  up  across 
the  subcontinent.  His  firm,  which  has  received 
funding  from  global  funds  for  its  new  projects  in 
Pune,  has  a  client  list  that  includes  top 
international  companies  such  as  Microsoft,  IBM, 
AXA  Business  Services,  T-Systems,  Cognizant 
Technologies,  Siemens,  Nokia,  Bosch,  Philips 
and  Mahindra  British  Telecom.  IT  parks  covering 
tens  of  millions  of  square  feet  are  being  built  in 
cities  including  Mumbai  and  Pune  in  western 
India,  and  Bangalore,  Chennai  and  Hyderabad  in 
the  south.  The  Indian  government  and  even 
local  state  governments  provide  several 
incentives  for  developers  promoting  IT  parks. 

Rapid  Growth 

As  in  the  developed  world,  the  services  sector 
has  occupied  center  stage  in  the  Indian 
economy,  and  today  accounts  for  over  50%  of 
the  GDP  The  sector  has  also  been  growing 
rapidly,  ranging  from  10%  to  as  high  as  30%. 

The  financial  services  sector  —  including 
banking,  mutual  funds,  insurance  and  the  capital 
markets  —  has  seen  impressive  growth  in  the 
post  reform  years,  as  it  has  gained  the  most 
from  the  economic  liberalization.  Foreign  firms, 
including  banks,  insurance  companies  and 
mutual  funds,  have  expanded  their  presence 
and  are  growing  their  market  share. 

Foreign  funds  are  pulling  in  money  by  the 
bucketful.  Foreign  institutional  investment  (Fll) 
inflows  have  topped  $10  billion  in  2005.  The 
Bombay  Stock  Exchange  and  the  National  Stock 
Exchange  —  the  two  leading  bourses  —  have 
seen  several  records  being  shattered  during  the 
year.  The  benchmark  indices  on  both  the 
exchanges  have  flared  by  nearly  50%  in  2005. 

But  globalization  is  a  two-way  street,  and 
Indian  companies  are  also  venturing  abroad. 
India's  largest  commercial  bank,  government- 


controlled  State  Bank  of  India  (SBI),  reo 
acquired  controlling  stakes  in  banks  I 
Indonesia,  Kenya  and  Mauritius.  Mergers  an 
acquisitions  have  also  become  common  in  tl| 
domestic  market,  with  2005  seeing  neai 
ion  worth  of  deals  being  signed. 


The  information  technology  sector,  whicll 
catapulted  India  into  the  global  arena,  is  M 
turning  out  impressive  results.  Exports  from  Ij 
software  and  services  are  expected  to  ton 
$17  billion  this  financial  year.  But  mori 
importantly,  according  to  projections  made 
by  international  consultancy  McKinsey, 
association  with  NASSCOM  (the  National 
Association  of  Software  and  Services 
Companies),  exports  are  likely  to  cross  ii 
$60  billion  mark  by  2010,  growing  at  a  massivi 
25%  annually.  India  will  account  for  half  the) 
world's  IT  and  business  process  outsourcing 
exports  in  less  than  five  years,  says  a 
report  by  the  two  organizations. 

Adds  Ajay  Khanna  of  the  IBEF:  "The 
momentum  of  reforms  is  taking  India  to  a  new 
level  as  businesses  and  governments,  not  just) 
in  the  U.S.  and  Europe  but  also  across  Asia,  are 
Plugging  in."  d 


SO 


KHARADI  KNOWLEDGE  PARK,  PUNE  (INDIA) 
Over  4  million  sq.  ft.  of  workspace  for  IT  &  IT-es 


ON  -  Pune's  first  'Special  Economic  Zone'  accredited  project 


Pune'-  the  fastest  emerging  silicon  city  has  it  all.  The  status  of  being  the  'Oxford  of  the  East',  excellent  work  culture  with 
huality  manpower,  a  tremendous  workforce  of  over  1 00,000  skilled  IT  &  IT-es  professionals  and  lending  all  the  more 
klory  to  Pune's  IT  world,  'Panchshil  Realty',  the  pioneers  in  Project  management  and  construction  has  contributed  by 
Successfully  delivering  2.5  million  sq.  ft.  of  e-workspace  to  the  companies  like  Microsoft,  IBM,  T-Systems,  BMC 
\ioftware,  Siemens,  AXA,  Nokia,  Bosch,  Cognizant  Technologies,  Philips,  TACO-Visteon  &  Mahindra  British 
Telecom.  And  next  in  line  are  7.5  million  of  strategically  located  IT  and  Technology  Parks,  Incubation  Centres  and 
Disaster  Recovery  facilities  to  enthrall  a  lot  more. 

faking  a  leap  further,  Panchshil  now  presents  -'Eon'-  the  new  age  e-workspace  containing  a  cluster  of  four  blocks  that 
sprawls  over  4  million  sq.  ft.  of  world-class  infrastructure  and  amenities  like  24x7x365  operation,  1 00%  power  back  up, 
staff  cafeterias,  recreational  services,  serviced  apartments  and  much  more.  'Eon'-  Pune's  first  software  park  with  an 
accrediton  of  'Special  Economic  Zone',  offers  you  workspaces  with  utmost  flexibility,  scalability,  and  unmatched 
solutions  to  suit  your  e-enterprise. 

When  it  comes  to 'Panchshil',  the  grey-cells  grow  lateral  and  hit  an  all  time  boom! 


or  more  details  on  'Special  Economic  Zone'  benefits  :  www.sezindia.nic.in 


[For  more  information  on  project 

Call:  +91  9823016745/  +91  20  26127366 
email:  techparks@panchshil.com/  info@panchshil.com 
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Incredible 

Explore. ..Exotic...  Andhra  Pradesh 


INDIA 


wwiv.aptoiirism.  in 


Innately  ingrained  in  tradition  yet  very 
contemporary  in  its  outlook,  Andhra 
Pradesh  is  wonderful  to  unearth.  With 
its  verdant  forests,  golden  beaches, 
pastoral  paddy  pastures,  panoramic 
green  valleys,  ancient  historic  forts, 
pristine  pilgrim  spots  such  as  the  Lord 
Venkateshwara's  temple  in  Tirupati 
and  a  plethora  of  Buddhist  sites, 
Andhra  Pradesh  quaintly  captivates 
like  no  other  place.  Despite  its 
escalating  modern-day  progress,  the 
state  beautifully  holds  on  to  its  rich 
historic  past. 

The  state  of  Andhra  Pradesh  offers 
variety  of  experiences  ranging  from 
piligrim,  wildlife  and  leisure  to 
adventure  and  heritage.  A  wonderful 
bet  for  investors,  it  beckons  investors 
to  exploit  the  state's  untapped 
potential  and  whisk  up  a  workable 
plan  to  renew  it  further. 

For  those  with  a  foresight  for  the  state, 
the  opportunities  are  limitless.  Explore 
the  possibilin  of  splcndidb  shaping 
up  the  state  with  the  Department  of 
Tourism,  Andra  Pradesh. 


fSjk  Department  of  Tourism 

jjjSMV  Government  of  Andhra  Pradesh 

e-mail:  info@nptoumm.in 
Phone:  +  91  (40)23450444 


Andhra  Pradesh: 
India's  most  happening  sta 

The  southern  Indian  state  of  Andhra  Pradesh  is  or) 
the  most  up-and-coming  regions  in  the  country  in  t< 
of  investment  inflows  and  ambitious  projects,  ran, 
from  the  high-tech  sector  to  tourism. 

Andhra  Pradesh  has  a  972-kilometer-long  coast 
dotted  with  virgin  beaches  offering  fascinating  vistai 
visitors.  The  state  also  boasts  colorful  bazaars,  religj 
and  historical  monuments,  delicious  cuisine  anj 
vibrant  cultural  life.  The  government  has  identi 
tourism  as  a  growth  engine  and  encourages  prii 
investment  in  developing  infrastructure.  Many  conl 
nics  have  invested  in  beach  resorts,  theme  parks 
courses  and  convention  centers. 

In  addition  to  recreational  tourism,  the  govemml 
under  Chief  Minister  Yeduguri  Sandinti  Rajaseld, 
Redely,  is  looking  to  leverage  the  state's  expertise  in 
health  care  sector  by  promoting  it  as  an  internatit 
hub  for  medical  tourism.  According  to  Reddy:  "We  ri 
strong  medical  expertise  and  also  offer  world-c 
facilities  for  patients.  We  have  earmarked  30,000 
40,000  acres  of  land  for  medical  and  health  care  citid 


Hyderabad,  the  rapidly  growing  state  capital,  is  furl 
emerging  as  a  major  aviation  hub.  International  ai  rl  | 
have  started  operating  flights,  and  Hyderabad  is  ' 
connected  to  Europe,  the  Middle  East,  South  Asia 
Southeast  Asia. 


Over  the  centuries,  Hyderabad  has  imbibed  the  culti 
of  various  dynasties,  including  the  Qutb  Shahis, 
Mughals  and  the  Nizams  who  have  ruled  over  it.  Th:  ~i 
reflected  even  today  in  the  pluralistic  culture  of  the  c 
which  is  also  emerging  as  an  information  technology  3 
biotechnology  huh. 


Hyderabad  is  dotted  with  several  Islamic  monumel 
such  as  the  Golconda  Fort,  the  Hussain  Sagar  Lake  a 
the  400-year-old  Charminar,  which  towers  over 
teeming  bazaars  of  the  old  city.  The  city  is  also  home 
the  Nizam's  Museum  and  the  Salar  Jung  museum.  1 
former,  built  in  a  mid- 1 8th-century  palace,  hai 
fascinating  collection  of  artifacts  and  mementos,  incli 
ing  vintage  cars  owned  by  the  former  rulers  of  the  Nizi 
dynasty.  The  Salar  Jung  museum  has  the  biggest  on! 
man  collection  of  antiques  in  the  world,  collected  by  N 
Yousuf  Ali  Khan  Salar  Jung  III,  a  connoisseur  of  art  i 
a  prime  minister  of  the  province  in  the  early  part  of' 
20th  century. 

As  Hyderabad  continues  to  prove  itself  as  a  hotbed 
Indian  history  and  culture,  (  hief  Minister  Reddy  talks 
developing  a  new  string  of  townships,  each  1,000  ac 
large,  along  its  periphery. 
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HE  COMBINED  COMPENSATION  FOR  THE  HEADS  OF 
America's  500  biggest  companies  increased  by  54%  in 
2004.  Harvard  professor  Lucian  Bebchuk's  calcula- 
tions show  that  the  top  five  executives  now  collect  1 0% 
of  the  average  big  firm's  net  income,  double  the  per- 
itage  a  decade  ago.  This  is  a  problem  that  affects  not  just 
urale  but  competitiveness. 
It's  devilishly  difficult  to  figure  out  how  much  bosses  should 
paid.  Pay  too  little  and  your  company  will  not  attract  quality 
dership.  Pay  too  much  and  you  shrink 
;  bottom  line. 

We  don't  want  Stalinist  central  plan- 
ig.  But  this  is  an  area  where  the  invisible 
nd  of  the  market  works  poorly.  Execu- 
e  compensation  is  determined  by  a 
;  mpensation  committee  of  the  board.  In 
lactice,  the  committee  subcontracts  the 
>rk  to  a  compensation  consultant.  Con- 
ltants  only  make  matters  worse, 
though  they  are  supposed  to  be  inde- 
ndent,  the  reality  is  that  they  are  more 
ely  to  be  rehired  when  the  chief  executive  is  happy  with  the 
Suit.  Every  firm  likes  to  think  its  boss,  like  the  children  of  Lake 
obegon,  is  above  average.  Thus  the  compensation  consultant 
more  likely  than  not  to  find  that  the  client  has  an  above- 
erage  performer  in  the  corner  office. 

The  problem  is  that  when  most  firms  pay  an  above-average 
ige,  the  average  skyrockets.  Even  in  a  world  where  half  of  the 
ms  think  that  the  chairman  deserves  just  the  average  but  the 
her  half  pays  more  than  the  average,  then  average  pay  will 
plode.  If  this  year's  numbers  are  between  $1  million  and 
million,  and  next  year  everyone  gets  at  least  the  average,  then 
e  bottom  half  will  all  jump  to  $2  million,  a  33%  increase  for 
e  worst  performers. 

There  is  a  solution  to  this  mess.  To  increase  the 
vjectivity  of  compensation  consultants,  we  should  give 
em  less  information.  The  consultants  should  be  hired 
ind.  They  would  be  independent  because  they 


Ian  Ayres  &  Barry  Nalebuff 

wouldn't  know  which  side  of  their  bread  was  buttered. 

The  compensation  committee  would  arrange  for  a  law 
firm  to  hire  the  consultant  without  disclosing  the  client.  The 
consultant  would  be  given  a  list  of  ten  firms  in  the  industry. 
The  consultant  would  be  asked  to  rank  the  executives'  perfor- 
mance and  suggest  salaries  for  each.  Half  the  chief  executives 
would  be  ranked  in  the  bottom  half  and  presumably  would  be 
paid  accordingly. 

Indeed,  the  Securities  &  Exchange  Commission  could  man- 
date that  compensation  studies  be  made  public.  Shareholders 
might  like  to  know  if  the  other  consultants  consistently  rank 
their  chief  executive  below  average. 

Not  that  it  would  be  any  cause  for  alarm  if  half  of  publicly 
traded  firms  discovered  that  their  chief  executive  officer  falls  in 
the  bottom  half.  Remember  the  old  joke  about  what  they  call  the 
person  who  graduates  at  the  bottom  of  the  class  at  Harvard 
Medical  School?  The  answer  is  "doctor." 

Consultants  will  complain  that  they  can't  do  their  job 
without  insider  access  to  a  firm.  But  that's  a  problem  that 
biases  the  current  system  because  they  only  get  insider  access 
to  the  client.  Maybe  the  comparable  bosses  also  look  better  the 
closer  you  look. 

We  know  that  blind  evaluations  work  from  our  own  experi- 
ence. The  late  economist  James  Tobin  convinced  Yale  to  adopt 
this  approach  for  evaluating  professors.  When  Yale  wants  to 
hire  a  senior  professor  from  a  different  university,  we  ask  out- 
side reviewers  to  rank  a  list  of  ten 
famous  professors  in  the  field.  It  may 
well  be  the  case  that  some  of  the  names 
are  not  interested  in  the  job.  But  the 
reviewers  don't  know  who  is  a  live  can- 
didate and  who  isn't.  It's  hard  to  play 
favorites  when  the  reviewer  doesn't 
know  who  you  are  looking  at. 

We  also  grade  exam  papers  with  code 
numbers  replacing  students'  names. 
Nowadays  orchestra  auditions  take  place 
with  the  player  behind  a  screen.  Blind  au- 
ditions have  miraculously  increased  the  probability  that  women 
will  be  hired.  Since  the  introduction  of  screened  auditions  in  the 
early  Eighties,  the  percentage  of  female  players  has  increased  five- 
fold in  the  top  U.S.  orchestras. 

Just  maybe,  screened  evaluations  of  chief  executive  officers 
could  spur  an  analogous  revolution  in  executive  pay.  F 

Labor  economists  Claudia  Golden  and  Cecilia  Rouse  at  Harvard 
and  Princeton,  respectively,  have  studied  the  effect  of  blind  audi- 
tions on  orchestras;  their  paper  can  be  found  by  Googling  "blind 
auditions."  You  can  get  a  FORBES  scorecard  on  executive  pay 
versus  performance  by  going  to  Forbes.com/lists  and  clicking  on 
Top-Earning  CEOs. 
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Ian  Ayres  and  Barry  Nalebuff  are  professors  at  Yale  Law  School  and 
Yale  School  of  Management.  Ayres  most  recently  coauthored 
Straightforward:  How  to  Mobilize  Heterosexual  Support  for  Gay 
Rights  (Princeton  University  Press). 
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CINDY  SIRIANI  WAS  DISMAYED 
the  news  that  Roadway  Expr« 
the  trucking  company  she  r| 
used  for  20  years  to  ship  stuff 
her  trade-group  clients — evej 
thing  from  auto  parts  and  Christian  bofl 
to  sewing  machines  and  scuba  tanks — h 
just  fallen  into  the  clutches  of  its  neme 
Yellow. 

"I  freaked  out,"  she  says.  "I  had  de 
with  mergers  before  and  was  sure  that  with 
two  years  the  great  relationship  I  had  wi 
Roadway  would  disappear."  And  then  not 
ing  changed  at  all.  Not  the  name  painted 
Roadway's  9,400  trucks,  not  the  drivers — ri 
even  the  order  form  filled  out  by  custome 
"I  was  pleasantly  surprised,"  Siriani  says 

William  Zollars  planned  it  that  way.  Yd 
low  acquired  Roadway,  its  biggest  rival 
long-haul  trucking,  for  $1.2  billion  in  cai 
and  stock  in  July  2003  after 
lifetime   of  the   two  bat 
mouthing  each  other  to  client 
raiding  each  other's  executi' 
suites  and  slashing  prices 
steal  each  other's  customer 
"We  had  been  trying  to  kill  each  other  for 
years.  This  was  a  really  big  deal,"  says  Zollar 
58,  who  ran  Yellow  and  is  chief  executive 
the  combined  company,  YRC  Worldwide. 

Instead  of  conquering  Roadway  an) 
imposing  a  bloodbath  of  layoffs  and  pric 
hikes,  Zollars  waged  the  "unmerger."  He  le 
Roadway  in  the  hands  of  most  of  the  peop 
who  had  been  running  it,  while  folding  th 


Behind  the 
wheel:  YRC's 
Zollars  steers 
20%  of  the 
U.S.  long-haul 
trucking  market, 


Merger 


Mergers  often  go  awry  amid  job  cuts  and  disappearing 
brands.  Bill  Zollars  tried  a  more  friendly  approach  when 
Yellow  bought  Roadway  Express  |  By  Matthew  Miller 
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According  to  a  recent  physician  survey,* 


UPITOR  is  the  #1  choice  of  physicians 
to  treat  high  cholesterol  (especially 
when  it  comes  to  lowering  their  own). 


For  years,  LIPITOR*  has  been  helping  millions  of  people  lower  their  cholesterol.  And 
according  to  a  recent  survey  of  physicians  who  take  a  prescription  medicine  to  lower  their 
own  cholesterol,  LIPITOR  is  far  and  away  their  #1  choice,  too.  And,  in  the  same  survey,  more 
cardiologists  said  that  they  would  prescribe  LIPITOR  for  their  own  family  members  than  any 
other  cholesterol-lowering  brand.  Ask  your  doctor  today  if  LIPITOR,  the  #1  prescribed 
cholesterol  medicine  in  the  world,  is  right  for  you.  Call  us  at  1-888-LIPITOR  (1-888-547-4867). 
Find  us  on  the  web  at  www.lipitor.com 


atorva.sta.tin  calcium 


IMPORTANT  INFORMATION: 


LIPITOR'  (atorvastatin  calcium)  is  a  prescription  drug.  It  is  used  in  patients  with  multiple  risk 
factors  for  heart  disease  such  as  family  history,  high  blood  pressure,  age  55  or  older,  low  HDL  or 
smoking  to  reduce  the  risk  of  heart  attack  and  stroke  and,  along  with  a  low-fat  diet,  to  lower 
cholesterol. 

It  is  also  used  in  patients  with  type  2  diabetes  and  at  least  one  other  risk  factor  for  heart  disease 
such  as  high  blood  pressure,  smoking  or  complications  of  diabetes,  including  eye  disease  and 
protein  in  urine,  to  reduce  the  risk  of  heart  attack  and  stroke. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those  with  liver  problems.  And  it  is  not  for  women  who 
are  nursing,  pregnant  or  may  become  pregnant. 

If  you  take  LIPITOR,  tell  your  doctor  if  you  feel  any  new  muscle  pain  or  weakness.  This  could  be  a 
sign  of  serious  muscle  side  effects.  Tell  your  doctor  about  all  the  medicines  you  take.  This  may 
help  avoid  serious  drug  interactions.  Your  doctor  should  do  blood  tests  to  check  your  liver 
function  before  and  during  treatment  and  may  adjust  your  dose.  The  most  common  side  effects 
are  gas,  constipation,  stomach  pain  and  heartburn.  They  tend  to  be  mild  and  often  go  away. 

Please  see  additional  important  information  on  next  page. 

LIPITOR  is  one  of  many  cholesterol-lowering  treatment  options  in  addition  to  diet  and  exercise 
that  you  and  your  doctor  can  consider. 

*  Results  are  based  on  a  subset  of  a  blinded,  national,  random  survey  of  694  physicians 
representative  of  the  AMA  master  file,  conducted  by  Harris  Interactive  Inc.  from  April  25,  2005 
through  June  17,  2005. 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  no  matter 
your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines.  Call  1-866-706-2400. 
Or  visit  www.pfizerhelpfulanswers.com 
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LOWERING  YOUR 
HIGH  CHOLESTEROL 

High  cholesterol  is  more  than  just  a  number,  it's  a 
risk  factor  that  should  not  be  ignored.  If  your  doctor 
said  you  have  high  cholesterol,  you  may  be  at  an 
increased  risk  for  heart  attack.  But  the  good  news  is, 
you  can  take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol- 
lowering  medicine  like  L1P1TOR,  along  with  diet  and 
exercise,  you  could  be  on  your  way  to  lowering  your 
cholesterol.  Ready  to  start  eating  right  and  exercising 
more?  Talk  to  your  doctor  and  visit  the  American 
Heart  Association  at  vvww.americanheart.org. 

WHO  IS  LIPITOR  FOR? 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•  Adults  and  children  over  10 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or 
may  become  pregnant.  LIPITOR  may  harm  your 
unborn  baby.  If  you  become  pregnant,  stop 
LIPITOR  and  call  your  doctor  right  away. 

•  Women  who  are  breast-feeding.  LIPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 

BEFORE  YOU  START  LIPITOR 

Tell  your  doctor: 

•  About  all  medications  you  take,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 


ABOUT  LIPITOR 

LIPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C).  In 
adults,  it  can  lower  the  risk  of  heart  attack  in  patients 
with  multiple  risk  factors  for  heart  disease — such  as 
family  history  of  heart  disease,  high  blood  pressure, 
older  than  55.  low  "good"  cholesterol,  or  smoking. 


POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other 
medicines  with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  cheek  your  liver  before  you  start  LIPITOR  and 
while  you  arc  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 

•  Nausea,  vomiting,  or  stomach  pain 

•  Brown  or  dark-colored  urine 

•  Feeling  more  tired  than  usual 

•  Your  skin  and  the  whites  of  your  eyes  turn  yellow 

•  If  you  have  these  symptoms,  call  your  doctor 
right  away. 

The  most  common  side  effects  of  LIPITOR  are: 

•  Headache        •  Constipation 

•  Diarrhea,  gas     •  Upset  stomach  and  stomach  pain 

•  Rash  •  Muscle  and  joint  pain 

Side  effects  are  usually  mild  and  may  go  away  by 
themselves.  Fewer  than  3  people  out  of  100  stopped 
taking  LIPITOR  because  of  side  effects. 


HOW  TO  TAKE  LIPITOR 

Do: 

•  Take  LIPITOR  as  prescribed  by  your  doctor. 

•  Try  to  eat  heart-healthy  foods  while  you  take  LIPITOR. 

•  Take  LIPITOR  at  any  time  of  day,  w  ith  or  without  food. 

•  If  you  miss  a  dose,  take  it  as  soon  as  you  remember. 
But  if  it  has  been  more  than  1 2  hours  since  your  missed 
dose.  wait.  Take  the  next  dose  at  your  regular  time. 

Don't: 

•  Do  not  change  or  stop  your  dose  before  talking  to 
your  doctor. 

•  Do  not  start  new  medicines  before  talking  to  your  doctor. 

•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 

V  :  J 

NEED  MORE  INFORMATION? 

•  Ask  your  doctor  or  health  care  provider. 

•  Talk  to  your  pharmacist. 

•  Go  to  wvm.lipitor.com  or  call  1-888-LIPITOR 
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YRC  Worldwide 


rivals  together  to  cut  overlapping 
:s  and  get  bigger  discounts  on  trucks 
fuel,  chopping  only  500  jobs  among 
300  people — half  of  them  from  ole 
ow  itself. 

YRC  now  reigns  as  the  largest  truck- 
operator  in  the  U.S.,  with  $8.7  billion 
;ales  last  year — triple  the  size  of  Yel- 
[  in  2002.  Zollars  says  revenue  will 
w  15%  this  year  to  $10  billion.  Half  of 
$1.3  billion  in  new  sales  will  come 
tn  internal  growth,  this  in  an  industry 
t  grows  only  5%  or  so  a  year.  YRC's 
tax  profit  margin  has  doubled  to  7% 
hree  years.  The  company's  stock  is  up 
h  in  two  years  versus  20%  for  the  S&P 
It  might  have  done  better  still  if  not 
the  fact  that  Wall  Street  is  a  bit 
mpressed  with  the  slow  pace  of  cost- 
ting.  Zollars  and  some  analysts 
the  stock  is  undervalued.  e&BM 
Zollars,  in  fact,  is  feeling  a  lit- 
cocky.  YRC  in  May  spent  $1.3 
ion  (65%  of  it  in  cash)  to 
uire  USF,  a  next-day  carrier, 
i  it's  taking  a  similarly  soft 
broach  to  the  new  property.  He 
s  three  rules  that  he  says  could 
p  almost  any  merger  in  any 
iness:  Leave  the  brands  alone; 
ce  the  ranks  to  get  to  know 
h  other  behind  the  scenes;  and 
it  to  integrate  the  two  camps' 
mologies.  "These  rules  would 
/e  worked  for  DaimlerChrysler 
AOL  Time  Warner.  Most  indus- 
es  are  consolidating,  and  these  rules 
iuld  work  in  almost  all  scenarios,"  he 
dares. 

With  27,070  trucks,  YRC  ships  every- 
ng  from  clothes  and  CDs  for  Wal-Mart 
lawnmowers  and  lampshades  for 
me  Depot.  With  the  USF  brands,  YRC 
trols  20%  of  the  market  for  long-haul 
cks  carrying  multiclient  shipments. 
On  a  peak  day,  YRC  can  ship  as  much 
50  million  pounds  of  goods  among  900 
minals.  Last  year  the  company  handled 
million  shipments,  carrying  an  average 
1,000  pounds  of  goods  for  1,265  miles 
$200.  The  cost  is  up  6%  in  a  year  (on 
r  with  the  industry  average),  and  Zollars 
rs  he  avoided  raising  prices  more  because 
e  didn't  want  to  scare  off  customers." 
Zollars,  who  had  been  Yellow's  chief 


executive  since  1999,  had  made  overtures 
to  Roadway  for  years.  He  got  somewhere 
when  James  Staley  became  Roadway's 
boss  in  the  spring  of  2003.  The  deal  was 
set  a  few  months  later,  and  "the  news  was 
not  well  received  by  a  lot  of  the  Roadway 
employees,"  says  Staley.  "Despite  what 
was  being  said  about  keeping  the  brands 
separate,  they  were  afraid  they  were  losing 
their  independence." 

But  Staley  stayed  on  as  the  head  of 
Roadway  until  last  May,  when  Zollars 
named  him  to  run  the  newly  acquired 
USF  brands.  And  Zollars  kept  his  word  on 


Zollars'  Merger  Rules 

1.  Leave  the  brands  alone.  "Avoid  any  reasons  for 
the  customer  to  see  a  difference  in  the  kind  of 
service  they  were  getting  from  either  company.  Never 
let  them  think  about  going  with  someone  else." 

2.  Force  employees  to  mesh  behind  the  scenes.  Have 
employees  meet  to  decide  which  company  does  a 
better  job  at  a  certain  task. 

3.  Wait  to  integrate  technologies.  Be  patient  and 
make  sure  there  is  no  impact  on  either  the  customer 
experience  or  operations. 


brand  independence.  The  two  groups 
kept  their  staffs  in  separate  headquarters, 
Yellow  in  Overland  Park,  Kans.,  Roadway 
800  miles  away  in  Akron,  Ohio.  Cus- 
tomers never  saw  a  change,  and,  accord- 
ing to  Zollars,  the  company  didn't  lose  a 
single  client. 

To  prod  the  two  sides  to  work 
together,  a  man  from  Yellow,  Michael 
Smid,  created  a  hundred  "synergy 
teams,"  pairing  small  groups  of  salespeo- 
ple, drivers,  loaders,  techies  and  accoun- 
tants from  both  companies.  Each  group 
ruled  on  which  side  had  the  better 
method  in  a  given  area,  and  no  area  was 
too  trifling;  one  panel  chose  stationery, 
another  looked  into  which  company  got 
better  rebates  on  corporate  credit  cards. 
The  real  purpose  was  to  give  former 


rivals  something  to  agree  on. 

"People  had  to  realize  that  the  folks 
on  the  other  side  of  the  table  weren't  the 
Antichrist,"  Zollars  says.  (The  USF  merger 
similarly  had  a  dozen  such  groups.) 

About  half  the  teams  ruled  that 
Roadway  had  the  better  system;  the 
other  half  said  Yellow  was  the  way  to  go. 
Roadway  had  invested  in  developing 
digital  dispatching  technologies  in  the 
truck  cab  to  let  drivers  communicate 
instantly  with  customers  and  truck  ter- 
minals. Yellow  had  plowed  money  into 
the  opposite  end,  updating  bar-code 
scanners  on  the  docks.  Put  the  two 
together  and — bam! — a  more  efficient 
terminal  emerges. 

Zollars  waited  six  months  before 
replacing  Roadway's  home-made  com- 
puter programs  with  software  from 
PeopleSoft,  which  Yellow  pre- 
ferred. He  also  waited  to  elimi- 
nate two  of  YRC's  three  computer 
centers. 

Such  patience  is  one  reason  the 
company  has  accomplished  only 
$200  million  of  the  $300  million  in 
annual  savings  that  Zollars 
promised  when  the  deal  closed  two 
years  ago.  He  says  the  remaining 
$100  million  will  come  in  the  next 
12  months. 

When  the  new  combo  bought 
USF  last  May,  the  regional  carrier 
was  delivering  only  80%  of  its 
shipments  on  time,  a  disastrous 
number  that  spawned  "a  death  spiral  of 
price  reductions  to  keep  customers," 
Zollars  says.  The  on-time  rate  is  now  in 
the  high  90s,  and  USF  has  raised  its 
prices  15%  since  the  deal  was  done.  Zol- 
lars vows  to  reap  $150  million  further  in 
annual  savings  from  the  USF  purchase. 

Zollar's  next  ambition  is  an  expan- 
sion into  China.  Wal-Mart's  plan  to  serve 
the  world's  biggest  market  "is  a  huge 
opportunity  for  us,"  Zollars  says.  He  has 
formed  50-50  joint  ventures  with  seven 
Chinese  outfits  and  hopes  to  set  up  YRC's 
own  base  of  operations  in  Shanghai  later 
this  year.  "There  are  thousands  of  small 
trucking  companies  with  150  trucks  or 
less  all  scrambling  for  position,"  Zollars 
says.  "We'll  start  small  and  grow  as  the 
market  allows."  F 
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FIVE  DAYS  AFTER  HURRICANE 
Katrina  destroyed  New 
Orleans,  the  Rubenstein 
family  held  its  "What  the 
hell  are  we  going  to  do?"  meeting. 

The  Rubensteins  clothing  store 
on  Canal  Street  had  survived  and 
thrived  through  storms  and  floods 
since  it  opened  in  1924.  But  it  has 
seen  nothing  like  Katrina. 

David  Rubenstein,  64,  his  wife, 
Niki,  youngest  daughter,  Allison, 
and  her  husband,  Tuck,  had  fled  to 
Houston.  They  set  up  the  meeting 
by  phone  with  David's  brother 
Andre,  66,  who  was  in  Houston 
with  his  son  Kenneth,  the  store 
manager.  Gary  Guthrie,  the  store's 
chief  operating  officer,  phoned  in 
from  Dallas. 

No  one  knew  when  they'd  be 
able  to  get  back  to  New  Orleans.  It 
wouldn't  be  soon.  No  one  had  any 
idea  what  the  losses  were  or  if  they 
had  adequate  insurance,  much  less 
if  they  had  jobs  for  their  40 
employees.  Allison  suggested  relo- 
cating to  Baton  Rouge.  David  shot 
that  down.  "We've  been  on  Canal 
Street  since  day  one.  And  we'll  be 
there  at  least  another  81  years." 

The  family  decided,  unani- 
mously, that  it  would  reopen  as 
soon  as  possible  and  pay  every 
worker  for  lost  time.  "We  wanted 
the  store  to  be  a  positive  symbol  to 
the  city  and  the  nation,  amidst  all 
the  dire  predictions,  that  we're 
open  for  business,  that  New 
Orleans  was  open  for  business," 
Andre  says. 

The  Rubensteins  went  to  bed  that 
night  seeing  themselves  not  as  victims  of 
Katrina  but  as  strugglers  for  a  common 
cause,  the  reclamation  of  their  most 
prized  possession,  their  family  business. 
"We're  smart  people,  I  thought,  we'll  fig- 
ure it  out,"  says  David. 

On  Oct.  18,  six  weeks  after  Katrina 
made  landfall,  Rubensteins  was  the  first 
retail  store  to  reopen  on  Canal  Street. 
Forty  customers  came  in  that  day  and 
spent  money. 

Mark  Schroeder,  whose  family  has  had 
an  account  at  Rubens;  - 1 1.  for  30  years,  was 


Rubensteins  is  corncri 

Canal  Street,  where  it  has  done  business  for  81  years 


Back  to  Work 

Four  out  of  ten  businesses  in  New  Orleans 
are  still  closed.  But  the  proud  merchants 
of  Rubensteins  stepped  forward  with  a  message: 
We're  open  and  we're  staying. 
By  Elizabeth  MacDonald 
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Special  Advertising  Section 


Like  its  abundance  of  sunshine,  Scottsdale  offers 
endless  opportunities  to  exceed  your  corporate 
meeting  expectations.  Even  if  you  ignore  the 
unique  beauty  of  the  Sonoran  Desert,  overlook 
the  presence  of  nearly  200  golf  courses  and  dis- 
regard the  cachet  of  luxury  resorts  and  spas,  this 
unique  Southwestern  city  will  astound  you  — 
that's  the  Scottsdale  difference. 


Here,  you  can  stage  your  corporate 
.(tit  at  an  Arabian  horse  farm  inspired 
the  pages  of  The  Arabian  Nights. 
grounded  by  some  of  the  finest 
j  ses  in  the  world,  guests  dine  in  a  set- 
g  that  recalls  the  splendor  of  the 
toman  Empire.  You  can  treat  your 
jiup  to  a  sumptuous  dinner  in  a  mag- 


nificent private  home  high  on  Camel- 
back  Mountain,  put  them  behind  the 
wheel  at  a  professional  high-perform- 
ance driving  school  or  send  them  on  a 
trail  ride  through  the  pristine  Sonoran 
Desert.  You  can  even  outfit  them  in 
night-vision  goggles  and  pack  them  off 
in  a  Hummer  to  explore  the  magic  of 


the  desert  after  dark,  or  arrange  for 
mountain-climbing,  river-rafting  or 
hot-air  ballooning  expeditions. 

And,  the  heart  of  the  city  is  just 
10  minutes  from  Phoenix  Sky  Harbor 
International  Airport,  so  you  can  start 
the  meeting  and  the  fun  almost 
upon  touchdown. 


Imagine  a  meeting  destination  that's  just  minutes  from  the  airport,  yet  offers 
spectacular  vistas,  adrenaline-pumping  adventures  and  luxurious  resorts  that  are 
miles  from  ordinary.  Call  our  destination  experts  today  at  800-782-1 117  or  visit 
meetinscottsdale.com  to  start  planning  your  extraordinary  Scottsdale  meeting. 


Ik 


Scottsdale 


Matt  "Walker"  Obele  -  Jeep  Tour  Operator 

Scottsdale,  AZ 


Denise  Rhodes  &  Robert  Cavanaugh 

Washington,  DC 


Business  casual  means  removing  the  roof. 


About  to  loosen  their  collars. 


The  3rd  Annual  Forbes  Scottsdale  Golf  Invitational. 
Both  you  and  your  golf  game  are  cordially  invited. 


\e  Scottsdale  Convention  &  Visitors  Bureau  welcomes  the  nation's 

executives  to  participate  in  a  complimentary  corporate  golf 
ntational  and  live  economic  business  session  with  Steve  Forbes, 
ml  9-11,  2006.  We  invite  you  to  experience  Scottsdale  and  learn 
oat  this  vibrant  city  has  to  offer  for  your  company's  next  corporate 
\eeting  or  incentive  trip.  To  be  considered  for  one  of  the  limited 
imber  of  playing  spots  in  this  invitation-only  golf  tournament,  please 
\gister  online  at  scottsdalecvb.com/forbes  or  call  480-949-2173. 


Scottsdale  FOfbeS 

Convention  &  Visitors  Bureau* 


Sunday,  April  9,  2006 

•  Arrivals  throughout  the  day  at  Phoenix 
Sky  Harbor  International  Airport. 

•  Guests  transported  to  Scottsdale  resorts 

•  Opening  reception 

•  Dinner 

Monday,  April  10,  2006 

•  Breakfast  business  session  with  Steve  Forbes 

•  Lunch  at  Golf  Club 

•  Afternoon  -  The  Third  Annual 
Forbes  Scottsdale  Golf  Invitational 

•  Invitational  Awards  dinner  and  entertainment 

•  Evening  excursion 

Tuesday,  April  11,  2006 

•  Breakfast 

•  Departures  throughout  the  day 

Costs  associated  with  airfare,  accommodations,  meals  and  the  qoll  invitational  are  paid  by  the  Scottsdale 
CV6  and  its  partners  It  is  our  pleasure  to  schedule  optional  pre-  or  post-event  site  inspections 


SCOTTSDALE  PRINCESS 


H  Y A-TT 


SANCTUARY 


APRIL  9-11,2006      480-949-2173  SCOTTSDALECVB.COM/FORBES 
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The  Sonoran  Desert 

The  Scottsdale  difference  begins 
with  its  Sonoran  Desert  setting,  a 
one-of-a-kind  environment  graced 
by  towering  saguaro  cacti  and 
sculptural  mountains.  Many  resorts 
provide  programs  to  help  your 
guests  learn  about  the  desert.  The 


Fairmont  Scottsdale 
Princess  offers  eco- 
tours  to  introduce 
groups  to  the  indige- 
nous flora  and  fauna 
found  on  the  proper- 
ty. At  the  Hyatt 
Regency  Scottsdale 


r 


f 


above 


it  all. 


events  as  unique  as  the  resort  itself, 
dramatic  flexibility,  indoors  and  out. 
ballroom,  boardroom,  breathtaking  views, 
lofty  balcony  for  sunset  celebrations, 
mountaintop  homes  for  private  gatherings, 
garden  terrace  and  patio  for  casual  dinners, 
spectacular  lawn  for  gala  receptions. 


SANQUA&r 

i  jmf  Ibatk  mountain 
resott  and  spa 

5700  E.  McDonald  Drive      Paradise  Valley,  AZ  85253 
Reservations:  800.245.2051  sanctuaryaz.com 


eful Meeting..  Magazine  2004  &  2003  Pi„„,cle  Award      Condi Najt  Traveler  2004  &  2003  Gold  L 


Advertisement  5 


IE 


the  fall  of  2007,  the  Old  World 
Ineet  the  Old  West  when  Montelu- 
a  Soli's  Resort  and  Spa,  opens  in 
dise  Valley.  Planned  as  the  flagship 
>erty  of  Soli's  Hotels  and  Resorts, 
telucia  will  be  designed  like  a 
1  village  in  southern  Spain,  marry- 
lements  of  the  Sonoran  Desert 
I  an  Andalusian-inspired  architec- 
1  theme.  The  resort  will  add  275 
1  rooms  and  95,000  square  feet  of 
una.  t>or  and  outdoor  meeting  and  event 
e  to  Scottsdale's  already  impressive 
V  it  accommodations,  along  with  res- 
"icar  itial  guest  rooms  that  range  from 
to  1,200  square  feet, 
ong  known  for  its  luxurious, 
service  resorts,  Scottsdale  also 
sts  a  clutch  of  boutique  proper- 
that  add  sass  and  style.  Even 
t  lore  it  reopened  in  December 
iN  )5,  the  renovated,  midcentury- 
e  Valley  Ho  was  named  one  of 
world's  "Most  Stylish  New  Des- 
eajjations"  by  Men.Style.com,  the 
ine  home  of  GQ  and  Details. 
lywood  stars  flock  to  Sanctuary 
Camelback  Mountain  Resort 
it  d  Spa.  Here  guests  can  absorb 
athtaking  views  from  the  resort's 
tuntainside  perch,  begin  the  day 
h  a  sunrise  hike  on  Camelback 
Mountain  and  enjoy  exquisite 
ing  at  Sanctuary's  award- 
inning  restaurant,  elements. 


To  great  rooms  and  great  style, 
add  expansive  meeting  space 
equipped  with  advanced  technology. 
In  Scottsdale,  your  group  has  a 
choice  of  more  than  800,000  square 
feet  of  meeting  space  wired  with 
everything  to  keep  your  meeting 
running  smoothly,  and  a  wealth  of 


exciting  off-site  locations  that  pro- 
mote camaraderie  and  participation. 
Your  group  can  convene  for  team 
building  in  the  rugged  high  desert, 
bond  over  an  elegant  dinner  served 
in  an  upscale  art  gallery  or  huddle  in 
total  privacy  in  an  exclusive  moun- 
tainside estate. 
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NOW  YOU  CAN  PLAY  LIKE  A  PRO... 
OR  AT  LEAST  FEEL  LIKE  ONE. 

CHAMPIONSHIP  GOLF  PACKAGE  from  $899* 

Arizona  is  home  to  some  of  the  best  golf  courses  in  the  world  and  now  you  have 
the  opportunity  walk  in  the  footsteps  of  the  PGA  Tour's  finest  players  and  take 
your  best  shot  on  some  of  the  top  rated  courses  in  the  Valley  of  the  sun. 
The  Championship  Golf  Package  includes  one  night's  stay  in  a  luxurious 
Fairmont  Room,  daily  breakfast  in  any  of  our  available  restaurants  and  one 
round  of  golf  per  person  on  any  of  our  four  preferred  courses.  Also  included 
are  the  following  complimentary  amenities:  practice  range,  bails,  transportation 
to  and  from  the  courses  and  our  golf  concierge  service.  The  Championship  Golf 
Package  is  available  from  January  1,  2006  through  April  12,  2006. 

Summer  and  Fall  packages  are  also  available. 


SCOTTSDALE  PRINCESS 

Places  in  the  heart. 

The  Fairmont  Scottsdale  Princess,  101  North  at  Scottsdale  Pvoad,  Scottsdale 


For  information  and  reservations  contact  us  at  888-265-0633.  www.fairmont.com/scottsdale 


5L.aU«/    "Pricing  is  per  room,  per  night,  based  on  double  occupancy  with  a  maximum  of  4  people  per  room.  No 
1  minimum  night  stay  required.  1 1 .92%  room  tax  not  included.  Packages  and  rates  subject  to  change  and  are 

■v%^9*     subject  to  availability.  One  round  of  golf  per  person  is  for  each  paid  night  and  is  good  for  Troon  North,  Gia/hawk 
and  We-ko-pa.  Unlimited  golf  available  at  the  TPC  Staidum  course.  Additional  charge  of 
TheTfadh^Hoielsofih^World     $450  USD  for  3rd  and  4th  persons  in  room  will  apply  per  night.  Single  rates  also  available. 
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The  Desert: 

The  Ultimate  Healer 

The  Scottsdale  difference  is  polished 
at  resort  spas  where  signature  treat- 
ments like  the  turquoise  mud  wrap, 
desert  honey  scrub  and  hot  stone 
massage  celebrate  nature's  healing 
powers.  At  Willow  Stream,  The  Spa 
at  Fairmont  Scottsdale  Princess, 
your  guests  can  simulate  a  journey 
to  Havasu  Falls  at  the  bottom  of  the 
Grand  Canyon  with  the  Havasupai 
Body  Oasis  Experience.  If  they 
prefer  a  more  minimalist  experi- 
ence, pamper  them  at  the  Spa  at 
Sanctuary  on  Camelback  Mountain, 
where  Asian-inspired  therapies 
include  the  table  Thai  massage  and 
Watsu  treatments.  At  Montelucia 
Spa  (opening  fall  2007),  guests  will 
enjoy  a  unique  spa  experience  that 
engages  all  the  senses  and  mirrors 
the  balance  between  the  desert's 
warmth  and  the  architecture's  sense 
of  cool  calm. 


For  even  more  unique  experi- 
ences, the  newly  opened  Spa  Avania 
at  the  Hyatt  Regency  Scottsdale 
Resort  and  Spa  at  Gainey  Ranch, 
organizes  treatments  and  regimens 
around  elements  of  light  and  time 
of  day.  The  program  centers  on  how 
the  body  prepares  to  Awaken 
(morning),  Balance  (midday)  and 
Renew  (evening)  with  treatments 
keyed  to  physiology.  Guests  are 
given  personal  iPods  programmed 
with  themed  music  to  complement 
the  light-driven  experience. 

Recently,  as  more  men  have  dis- 
covered the  restorative  power  of 
spas,  Scottsdale  spas  have  devel- 
oped environments  and  treatments 
that  cater  to  their  male  clientele.  At 
the  MVP  Room  at  Willow  Stream, 
The  Spa  at  Fairmont  Scottsdale 
Princess,  men  are  greeted  by  large 
plasma  screen  TVs,  headsets,  the 
"Bentley"  of  multitasking  massage 
beds,  sports  magazines  and  home- 
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baked  cookies.  Among  the  serv 
offered  are  a  Post  Game  Fa<j 
designed  for  the  athletic  male,  a 
with  a  Golf  Performance  Treatn  1 
and  Golf  Facial. 
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Golf,  More  Golf  &  Othe 
Cultural  Opportunities 

So  many  Scottsdale  properties  f 
vide  world-class  golf  on  super 
maintained  18-  and  36-hole  cou 
that  golf,  more  than  any  or 
sport,  drives  Scottsdale  into  a  r 
dimension.  Your  group  can  p 
on  any  of  nearly  200  manicu 
courses  in  the  immediate  area  ^' 
straighten    their    swing  at 
nation's  top  golf  schools.  M 
important,  they  can  count  on  gr 
golfing  weather,  since  Scottsc 
enjoys  more  than  330  days  of  s 
shine  a  year. 

While  Scottsdale  hosts  top  g 
events  all  year,  every  February  y< 
group  can  join  the  fun  at  the  F 
Open,  played  at  the  Tournam 
Players  Club  (TPC)  of  Scottsda 
The  FBR  Open  attracts  the  b 
touring  pros  and  the  largest  gal 
on  the  PGA  TOUR.  Be  sure 
schedule  time  for  your  group 
enjoy  the  after-tournament  cele  3 
tions  at  the  FBR  Open  Bird's  N 
Music  Festival,  which  fearures  li 
tions  and  live  music. 

Scottsdale  takes  arr  as  seriously 
golf.  By  day,  your  group  will 
cover  the  Scottsdale  Arts  District 
downtown, which  showcases  mc  lei 
than  100  fine  art  galleries.  Galler 
feature  renowned  and  emerg 
artists  and  works  from  contemp 
rary  to  Western,  Native  American 
realism,  and  avant-garde  to  Impre 
sionism.  On  Thursday  evenings, 
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ict  hosts  the  Scottsdale  ArtWalk. 
rj  •  guests  can  browse  the  galleries, 
j  :  well-known  artists  and  enjoy 
bit  openings,  fine  wine  and 
rtainment. 

hopping  Scottsdale-style  is  an 


[ties 


orm  in  itself.  Serious  shopping 
ns    at    Scottsdale  Fashion 
are  in  the  heart  of  downtown, 
supe  :re  one-of-a-kind  boutiques, 
fcot  department  stores  and  more 
iv  oil  40  exclusive  retailers  not  rep- 
nted  anywhere  else  in  Arizona 
nes    like    Neiman  Marcus, 
berry,    kate    spade,  Brooks 
thers,  Louis  Vuitton,  Tiffany  & 
and  Boss  Hugo  Boss)  are  all 
er  one  roof.  The  experience 
tinues  at  the  new  Scottsdale 
terfront,  where  the  romantic 
hitecture     recalls  colonial 
xico.  With  an  impressive  array 
ifine  specialty  stores,  trend- 
ring  restaurants  and  luxury 
idences,  the  Scottsdale  Water- 
nt  adds   new  excitement  to 
vibrant  day  and  night  down- 
fljrn  scene, 
jail  Days  shine  and  nights  glitter  in 
iwntown  Scottsdale,  where  the 
od    is    hip    and  happening, 
izens  of  trendy  clubs,  wine  bars, 
ons  and  bistros  keep  the  party 
,  j:king  well   after  dark.  From 
ual  country  and  jazz  riffs  to 
lful  blues,  rock  and  techno, 
r  group  can  enjoy  it  all  in 
)ttsdale's  clubs.  You  can  even 
erve  a  trolley  to  take  them  club- 
bing in  style! 

While  the  city  has  been  recog- 
:ed  as  a  stylish  dining  destina- 
n,  recently  Scottsdale's  chefs 
ve  been  gaining  acclaim.  This 
ar,  Esquire  magazine  recognized 


Chef  William  Bradley  by  including 
VU  at  the  Hyatt  Regency  Scotts- 
dale Resort  and  Spa  on  its  cele- 
brated list  of  the  20  Best  New 
Restaurants  in  2005.  The  award 
puts  Chef  Bradley  in  the  company 
of  fellow  Scottsdale  chef  Nobuo 
Fukuda    of    Sea    Saw,  whom 


Gourmet  named  as  one  of  the 
three  best  sushi  chefs  in  the 
United  States,  and  Esquire  named 
one  of  the  13  best  chefs  to  watch. 
Robert  McGrath  of  Scottsdale's 
Roaring  Fork  restaurant  received 
the  James  Beard  Award  as  one  of 
the  best  chefs  in  America. 


IMMERSE  YOURSELF  IN  CULTURE,  THE  DESERT  SKY, 
OR  OUR  70,000  SQUARE  FEET  OF  MEETING  SPACE. 

VISIT  HYATT  REGENCY  SCOTTSDALE  RESORT  AND  SPA. 


There  is  a  place  where  desert  meets  sky.  Hyatt  Regency  Scottsdale  combines 
nature,  culture  and  the  spirit  of  the  destination  to  provide  a  unique  location  for 
your  next  group  program.  Our  "Experiential  Offerings"  staff  can  arrange  unique 
presentations,  activities  and  team  building  programs  led  by  cultural  interpreters. 
We  offer  500  luxurious  guestrooms,  over  70,000  square  feet  of  indoor  and 
outdoor  meeting  space,  the  new  21,000  square  foot  Spa  Avania,  27  holes  of 
championship  golf,  world-class  tennis,  glistening  pools,  and  miles  of  beautiful 
surrounding  terrain  for  jogging  and  cycling.  For  events  that  inspire  and  renew, 
we  provide  an  experience  that  will  last  a  lifetime  for  your  group.  This  is  not  your 
typical  hotel  story.  This  is  the  Hyatt  Touch."'  For  information  or  reservations  call 
480  444  1234  or  visit  scottsdale.hyatt.com. 
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For  more  information  about  J 
the  2006  Forbes  Scottsdale 
Corporate  Golf  Invitational 
or  to  learn  more  about 
Scottsdale  CVB  services,  visi 
www.scottsdalecvb.com/forbet 
or  call  480-949-2173. 


Making  the  Difference  for  You: 
The  Scottsdale  CVB 

With  more  than  600  restaurants  to 
choose  from,  dozens  of  luxurious 
properties  and  a  nearly  unlimited 
supply  of  meeting  space,  where  do 
you  begin?  Start  with  the  profes- 
sional sales  team  at  the  Scottsdale 
Convention  6c  Visitors  Bureau 
(SCVB).  These  destination  experts 
will  identify  the  right  resort  to  suit 
your  corporate  personality  and 
provide  the  accommodations  and 
amenities  that  work  for  your  cor- 
porate or  incentive  group.  Their 
established  relationships  with 
unique  off-site  venues  like  the 
Major  League  Baseball  Giants' 
spring  training  home  at  Scottsdale 
Stadium  and  the  Tournament  Play- 


ers Club  will  amaze  and  inspire 
you.  They  can  arrange  for  "spa 
tastings"  and  team  building,  help 
locate  top  national  entertainment, 
secure' speakers  and  help  facilitate 
your  audiovisual  needs.  With  the 
SCVB  on  your  side,  you  only  get 
the  good  surprises. 

So  whether  your  group  needs  the 
casita  butlers  available  at  the  Fair- 
mont Scottsdale  Princess,  the  seren- 
ity of  lavender  misted  on  the  pil- 
lows at  Sanctuary  or  the  variety  of 
Scottsdale  dine-arounds,  look  to  the 
SCVB  team  first.  You  didn't  get 
where  you  are  by  settling  for  any- 
thing less  than  the  best,  so  reaffirm 
your  commitment  to  excellence  by 
selecting  Scottsdale  for  your  next 
meeting  or  incentive  program.  ^ 


Scottsdale 

Convention  &  Visitors  Bureau* 
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The  Fairmont  Scottsdale  Princi 
www.fairmont.com/scottsdale 

Hyatt  Regency  Scottsdale  Reso 
and  Spa  at  Gainey  Ranch 
www.scottsdale.  hyatt.  com 

Montelucia,  a  Soli's  Resort  6c  S 
www.moiiteluciaresort.com 

Sanctuary  on  Camelback 
Mountain  Resort  and  Spa 
www.sanctuaryaz.com 
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DISCOVER  THE  SOUL  OF  OLD  WORLD  SPAIN, 
AND  A  NEW  WORLD  OF  SERVICE  AND  LUXURY. 


Bl( 


y^\i  Montelucia,  a  Solis  Resort  &  Spa,  the  s 
o  f  Andal  ucia  comes  alive  in  tne  heart  of  Paraci 
Valley,  Arizona.  From  our  signature  spa  to  Jive 
meeting  facilities  and  luxury  suites,  you 
feel  tne  authentic  Spanish  influence.  Here, 
can  relax  amidst  world-class  golf,  distinct 
adventure  and  the  Sonoran  Desert's  strihi 
heauty.  And  hehind  everything,  discover  discn 
service  hent  on  ahsolute  perfection.  Whether 
time  for  business  or  time  fori  eisure,  Montelu«| 
provides  a  memorable  time,  above  all. 


(.  Sperling  /all  2, 


A  SOLIS  RESORT  &  SPA 

www.  mon  telucicwsoi  t.  com 
'servattons  for  groups,  meetings  &  special  events.  Email-  ForbesVIP®  SolisHotels.com  •  l-877-88Q-43C\ 


st  customer.  He  was  due  in  New  York 
that  day  to  appear  on  a  CBS  morning 
show  to  discuss  his  being  kicked  off 
show  The  Amazing  Race.  "I  had  lost 
t  of  my  good  clothes,  and  I  was  des- 
te  for  something  to  wear  on  national 
sion,"  says  Schroeder. 
Four  months  after  Katrina  and  Rita 
icked  205,000  homes  and  81,000  busi- 
ses,  40%  of  businesses  in  New  Orleans 
lain  shuttered.  Just  a  handful  of  large 
'g!  ns  like  JPMorgan  Chase  and  Freeport- 
:Moran,  the  metal  miner,  are  back  in 
iness  there. 

The  city's  mood  since  the  storm  has 
ned  from  despair  to  dread.  Residents 
just  beginning  to  feel  how  awful  the 
ation  is.  Only  150,000  out 
half-million  have  returned, 
elp  wanted"  signs  paste 
st  storefronts;  even  a  Burger 
g  offers  a  $6,000  signing 
nus  to  anyone  who  will  work 
at  least  a  year. 
The  workforce  has  stayed 
ay  because,  for  many,  there's 
)  place  to  live  or  schools  to 
nd  their  kids  to.  The  Federal 
nergency  Management 
gency  has  been  agonizingly 
jw  in  delivering  trailers  for 
sidents  to  live  in  while  they 
k  their  homes.  Some  21,000 
sople  are  still  waiting  for 
kMA.  Homeowners  can't  plug 
equipment  like  electric  drills 
saws  because  power  is  still 
ut  in  a  quarter  of  the  city;  the 
ectric  company  Entergy  New 
)rleans  filed  for  bankruptcy  in 
)ctober. 

Businesses  can't  reopen 
til  the  cleanup  is  done.  The 
ty  is  winnowing  down  a 
ountain  of  garbage  in  the 
akeview  neighborhood  two 
otball  fields  long  and  in  some 
laces  two  stories  high,  bursting 
ith  sofas,  root  balls  from 
camores  and  magnolia  trees, 
d  mounds  of  pink  insulation. 

•  Jetting  on  the  Big  Easy:  David, 
Andre,  Allison  and  Niki  Rubenstein 
ire  reclaiming  a  family  business 
learly  lost  to  Katrina. 


The  city  expects  to  collect  $112  mil- 
lion this  year  in  taxes  and  license  revenue 
versus  the  usual  $260  million.  Annualized 
tourism  revenue  is  down  90%  from  the 
$548  million  the  city  usually  gets.  With  its 
debt  rated  junk  by  Moody's,  New  Orleans 
faces  a  deficit  of  $160  million.  Although 
the  federal  government  has  approved  $71 
billion  in  aid  for  the  region,  New  Orleans 
has  gotten  just  $6  billion,  most  of  which 
has  gone  to  assisting  residents.  "There's  a 
great  deal  of  frustration,"  says  Donald 
Pierson,  an  official  with  the  Louisiana 
Economic  Development. 

As  of  today,  34,800  businesses  have 
applied  for  federal  Small  Business 
Administration  loans  in  states  affected  by 


BENSTEiNS 


Katrina  and  Rita.  Only  1,704  have  been 
approved,  for  a  total  of  $136  million.  But 
a  mere  440  loans  totaling  $4.9  million 
have  been  distributed.  The  state  of 
Louisiana  has  disbursed  another  $10  mil- 
lion in  bridge  loans  to  410  businesses  in 
just  over  three  weeks. 

In  many  ways  the  Rubensteins  got 
lucky.  Though  David  and  Niki's  daugh- 
ter Hilary  lost  her  home  and  a  young 
women's  clothing  store  she  runs  with  her 
sister  Allison  was  looted  to  the  walls,  the 
floodwaters  didn't  entirely  deluge  the 
family's  flagship  store.  Its  central  loca- 
tion served  it  well.  Police  had  camped 
out  on  its  corner,  keeping  looters  away. 
Surrounding  blocks  were  some  of  the 
first  to  have  power  again.  But 
six  glass  windows,  including 
the  store's  biggest  one,  had 
blown  out,  and  two  inches  of 
water  had  soaked  and 
mildewed  the  carpet.  Some 
$300,000  worth  of  merchan- 
dise was  ruined. 

Andre,  the  family's  finan- 
cial officer,  expects  insurance 
to  cover  between  80%  and 
100%  of  the  $750,000  in 
flood  and  roof  damage  and 
business  interruption  losses. 
Twenty-three  of  the  employ- 
ees are  back  at  work — one 
living  in  a  trailer — as  they 
repair  their  houses.  But  at 
least  Rubensteins  was  in  good 
enough  shape  to  open  again. 
National  chain  stores  such  as 
Saks  Fifth  Avenue,  Kenneth 
Cole  and  Brooks  Brothers 
remain  closed  indefinitely. 

Allison  was  the  first  in  the 
family  to  get  back  inside  the 
store,  three  weeks  after  Katrina 
blew  through.  She  called  her 
father,  her  voice  shaking.  He 
injected  some  needed  humor 
on  his  return.  "We  had  suede 
shoes  that  looked  like  Chia 
Pets,"  says  David. 

The  repair  crew  tore  out 
yards  of  wallboard,  fixed 
yawning  holes  in  the  roof, 
had  a  new  12,000-square- 
foot  carpet  installed,  slapped 
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on  a  fresh  coat  of  paint  and  hung  a  huge 
30-foot  sign  out  front  reading  "Welcome 
home,  we  are  open  for  business." 

David  immediately  marked  down 
everything  in  the  store  by  30%.  He  called 
30  of  his  biggest  vendors — Armani, 
Brioni,  Hugo  Boss — and  told  them  he 
was  back  in  business.  "I  said,  "We're  going 
to  come  up  with  a  plan,  and  I  just  wanted 
you  to  know  you're  not  going  to  get  paid 
for  a  while,  but  we  will  figure  it  out  and 
we  will  get  back  to  you,' "  David  recalls. 
The  vendors  obliged. 

If  the  cash  registers  continue  at  their 
present  pace,  Rubensteins  will  pull  in  $5.4 
million  during  the  12  months  ending  Jan- 
uary, down  15%  from  the  year  before. 
This  is  a  fine  showing  for  a  store  that  was 
shut  for  six  weeks,  is  down  to  a  five-day- 
a-week  schedule  from  six  and  has  lost 
40%  of  its  staff.  Andre  is  hoping  insur- 
ance will  help  it  break  even  in  2005,  from 
a  $60,000  loss  in  2004  when  the  family 
shut  down  a  separate  jeans  store. 

A  full  recovery  in  New  Orleans  will 
require  more  acts  of  faith  like  that  of  the 
Rubensteins.  President  Bush  revisited 
New  Orleans  in  mid-January,  proclaim- 
ing the  city  "a  heck  of  a  place  to  bring 
your  family." 

The  Rubenstein  family  is  less  than 
convinced,  given  the  lack  of  basic  ser- 
vices, housing  and  working  schools.  The 
city  "simply  needs  to  get  residents  and 
workers  back,"  David  says.  His  daughter 
Allison  is  angrier:  "What  is  this  city 
doing?  We  put  men  on  the  moon, 
shouldn't  we  be  able  to  build  levees  that 
protect  one  of  our  most  precious  cities? 
Three  months  later  and  the  stop  lights 
are  still  out,  even  around  city  hall?" 

She  thought  her  father  was  nuts  to 
believe  that  shopping  for  clothes  was 
foremost  in  anyone's  mind  after 
Katrina.  But  customers  keep  showing 
up,  all  with  the  same  story:  I  lost  all  my 
clothes,  everything  in  my  closet  is  dis- 
integrated. David  slaps  one  returnee  on 
the  back  and  listens  to  his  tale  of  woe. 
"Aw,  jeez,"  he  says,  and  helps  the 
customer  with  a  healthy-size  sale. 
"We're  selling  a  lot  of  basic  stuff,  white 
shirts,  blue  shirts,  blue  jeans,  black,  blue, 
brown  dress  pants,"  David  says,  as  he 
rings  up  the  sale.  F 


Smokes  And 
Sandwiches 

Alain  Bouchard  is  gobbling  up  U.S. 
convenience  stores  and  challenging 
market  leader  7-Eleven.  One  new 
twist:  Stay  a  bit  |  By  Tatiana  Serafin 
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N  A  CRISP  DAY  IN  MONTREAL 
a  coffeehouse  crowd  types 
into  Wi-Fi-enabled  laptops 
on  impeccably  clean  wooden 
tables.  At  Starbucks,  right? 
Nope,  at  a  cigarettes-and-chips  conve- 
nience store. 

"I  don't  want  to  be  similar  to  every- 
body," says  Alain  Bouchard,  head  of  this 
surprisingly  lively  corner-store  chain, 
$8.7  billion  (fiscal  2005  sales)  AJimenta- 
tion  Couche-Tard.  "Here  in  Canada  we 
have  changed  the  rules." 

Now  Bouchard  has  brought  his  Que- 
bec venture  to  the  U.S.,  where  it  is  little 
known,  at  least  under  the  quaint  name  of 
the  parent  company  (French  for  night 


owl).  But  his  stores  are  hard  to  ignor 
Since  2001  he  has  added  nearly  3,000  « 
them  south  of  the  border,  with  most  i 
the  outlets  acquired  when  he  beat  oi 
five  other  bidders  to  get  Conoco-Phillip 
Circle  K  for  $830  million  in  2003.  Mol 
deals  are  in  the  works. 
.  The  convenience-store  trade  is  gel 
ting  a  makeover  in  many  locales.  Indus 
try  leader  7-Eleven,  now  under  fu 
Japanese  ownership,  is  gussying  u 
operations,  with  an  emphasis  on  th 
packaged  fresh  foods  that  have  mad 
such  outlets  a  staple  in  Japan. 

The  sector  is  also  consolidating.  Th 
top  ten  players  own  20%  of  th 
138,000-U.S.  store  total.  Oil  companie 
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roducing  OnStar  Vehicle  Diagnostics, 
monthly  e-mail  from  your  vehicle. 


ew  service  at  no  extra  cost.  Introducing 
tar  Vehicle  Diagnostics.  Every  month,  we'll 
hundreds  of  diagnostic  checks  on  your 
ine/transmission,  ABS,  air  bags,  and  OnStar 
em.  We'll  e-mail  you  the  results  and  tell  you 
y  action  needs  to  be  taken.  Between  monthly 
:orts,  you  can  press  your  blue  button  any 
e  for  a  GM®  Goodwrench®  On  Demand 
gnostic  check.  It's  one  more  way  OnStar  gives 
II  peace  of  mind  knowing  that  your  vehicle 
'eady  for  the  road.  It's  part  of  your  OnStar 
vice,  so  there's  no  additional  charge  to  you. 


ress  your  blue  button  or  visit  onstar.com  to  register. 


QKilStar 

b  y  | 

visit  onstar.com 


you  chose  to  enroll  In  the  OnStar  Vehicle 
exclusively  for  OnStar-equipped  GM 
This  Is  the  first  of  the  e-mail  reports  you' 
about  every  30  days  to  help  you  keep  your  vehicle  ready  for  the 
road.  Your  top-line  checkup  results  are  accompanied  by  a  gi 
yellow,  or  red  symbol  indicating  any  necessary  action.  For  n 
detailed  Information,  just  click  as  shown. 

[)  No  Issues  Found  /\  Action  Suggested  i0j  Immediate  Attention 


(jaJOoodmnncll  DIAGNOSTIC  INFORMATION 


Engine  and/or  Transmission  System 

•  Diagnostic:  Completed.  •  No  action  needed 
More  information 


Pictured  2006  GMC  Envoy 
VIN:  2G1WD58C069100000 


NOTIFICATION  INFORMATION 


OnStar  Subscription 

•  Account  Number:  123-4567-890 

•  Safe  &  Sound  Plan 

•  Expires  12/14/06 


Air  Bag  System 

•  Diagnostic;  Completed-  •  No  actio 
More  Information 


Antilock  Braking  System 

•  Diagnostic:  Completed.  •  No  actio 
More  information 


OnStar  System 

•  Diagnostic:  Completed  •  No  action  needed. 
More  information 


MAINTENANCE  INFORMATION 


Remaining  Oil  Life:  15% 

*  Schedule  a  visit  with  your  GM  deaie 
More  Information 


Mileage:  7,438 

•  No  mileage-based  s 
More  information 


Hands-Free  Calling 

•  Vehicle  phone  #:  313  555.0000 

•  72  minutes  remaining 

•  Good  until'  2/21/07 
More  information 

.  XM  Satellite  Radio 

Trial  period  ends:  3/14/06 
Radio  ID  number:  12345678 


DEALER  INFORMATION 


Hometown  Chevrolet 

1234  Main  Street 
Anytown,  USA  12345 
(555)123-1234 


e  required  at  this  time 


As  always,  if  you  have  questions  about  this  report  or  OnStar  Vehicle  Diagnostics,  please  call  l  .888.4  ONSTAR 
(1.888  466  7827)  or  push  the  blue  OnStar  button  in  your  vehicle. 


jr  services  require  vehicle  electrical  system  (including  battery),  wireless  service,  and  GPS  satellite  signals  to  be  available  and  operating  for  features  to  function  properly.  OnStar  acts  as  a  link  to  existing  emergency  service 
iers.  OnStar  Hands-Free  Calling  (HFCI  requires  an  HFC-enabled  vehicle,  existing  OnStar  service  contract,  and  prepaid  calling  minutes  and  is  not  available  in  certain  markets  Calls  may  be  made  to  the  U  S  and  Canada 
OnStar  voice  recognition  systems  may  not  work  with  some  voices.  OnStar  Vehicle  Diagnostics  available  on  most  2004  MY  and  newer  GM  vehicles  delivered  after  4/21/2004  and  equipped  with  the  GM  Oil  Life  System, 
ivailable  on  Saab  9-3  and  9-5  and  Pontiac  Vibe.  Diagnostic  capability  varies  by  model.  Requires  valid  e-mail  address.  Visit  onstar.com  for  system  limitations  and  details.  ©2005  OnStar  Corp.  All  rights  reserved.  OnStar 
)nStar  Emblem  are  registered  trademarks  of  OnStar  Corp 
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own  (or  franchise)  a  lot  of  stores  but  are 
now  trying  to  get  out  of  this  tangential 
business.  Most  of  the  rest  are  owned  by 
small  proprietors  who  are  squeezed  on  all 
sides:  by  faltering  tobacco  sales,  by 
24-hour  supermarket  and  drug  store 
competition  and,  of  course,  by  Wal-Mart. 
In  midwestern  states  where  Wal-Mart  has 
opened  its  own  filling  stations,  the  gross 
margin  on  gas  has  dropped  from  13  cents 
a  gallon  to  9  cents  a  gallon. 

But  Bouchard,  56,  can  tame  these 
threats  and  beat  7-Eleven  at  its  game,  as 
well.  If  Couche-Tard  keeps  up  the  pace  of 
acquisitions,  says  analyst  Jessy  Hayem  of 
Desjardins  Securities  in  Montreal,  it  can 
match — or  beat — U.S.  7- Elevens  in  store 
count  and  revenues  within  five  years. 

Bouchard  has  been  rejiggering  conve- 
nience stores  since  he  stocked  his  first 
shelf  at  19  at  his  brother's  franchised  Per- 
rette  store  in  Bois-des-Filion,  Quebec.  He 
spent  five  years  laying  out  new  stores  as 
the  chain  expanded.  Then  he  tried  his 
hand  as  a  franchisee  for  another  Quebec 
operator,  Provi-Soir,  but  chafed  at  the 
corporate  mandates.  With  three  partners 
he  began  what  would  be  Couche-Tard.  In 
two  decades  it  owned  the  biggest  share, 
14%,  of  Canada's  market. 

That  was  the  signal  to  go  south.  "At 
the  beginning  I  was  concerned  how  people 
would  react  to  us  being  Canadian,"  he 
says.  But  since  the  first  purchase  of  225 


Family  circle:  U.S.  consolidation  is 
happening  under  a  familiar  brand. 


bels  hamstrung  by  rising  taxes  and  bans  on 
advertising.  (The  U.S.  stores  will  do  $900 
million  in  smokes  this  year,  14%  of  sales.) 

But  growth  is  going  to  come,  he  says, 
from  enticing  regular  customers  with 
new  offerings  and  a  fetching  environ- 
ment, such  as  in  the  Montreal  shop. 
Bouchard  wants  Couche-Tard  to  focus, 
like  home  improvement  giant  Lowe's,  on 
getting  more  women  in.  Regional  man- 
agers can  decide  to  invest  either  $100,000 
per  store  in  renovations  or  $250,000  to 
include  food  service  like  a  Subway  outlet 
or  coffee  bar.  In  Canada,  where  these 


Tard  get  better  supplier  deals  and  se 
more  distribution  centers,  either  wh 
owned  or  in  partnership  with  a  col 
nience  store  wholesaler,  such  as  Wai 
Buffett's  McLane  in  the  eastern  U.S 
centers  give  Bouchard  the  ability  to  \ 
dairy  products,  sandwiches  and  past 
to  stores  two  to  three  times  a  week  to  c 
flank  the  grocery  chains. 

Yet  Bouchard  knows  7-Eleven's 
division  is  experimenting  with  daily 
liveries  to  its  stores,  similar  to  what 
Japanese  parent  does  and  what  Jap 
Familymart  is  attempting  with  its  first  I 
convenience  store,  in  California.  But 
says  that  is  too  costly  a  course  to  foil 
just  yet.  If  Couche-Tard  is  conservativt 
is  also  sometimes  slowed  by  the  cons 
sus  building  among  the  eight  decent! 
ized  regional  operations.  7-Eleven  int 
duced  its  own  prepaid  cell  phone  serv 
in  mid-2004;  Couche-Tard's  Circle  K  f 
lowed  over  a  year  later.  Bouchard  was  cl 
grined,  but  one  of  his  regional  hea 
Stephane  Gonthier,  in  Montreal,  says  tl 
cell  phones  are  just  a  flavor  of  the  mor 
and  the  company  needs  to  focus  on  « 
panding  into  categories  like  the  $35  h 
lion  gift  card  market. 

One  area  where  Couche-Tard's  chai 
are  trying  to  leap  over  7-Eleven  is  in  w 
coming  fast-food  operators  with  seati 
to  suit.  Currently  6%  of  Couche-Tarc 
stores  have  a  Subway,  Quiznos,  Dunki 


"Couche-Tard  wants  to  make  the  store  a  destination." 


Bigfoot  stores  in  the  Midwest  from  John- 
son Oil  in  2001,  Bouchard  has  been  on  a 
tear.  He  picked  up  285  Dairy  Marts  the 
following  year  and  then  readied  for  Circle 
K,  bidding  against  suitors  like  the  Black- 
stone  Group  and  Morgan  Stanley.  Today 
offers  come  in  to  Bouchard  on  a  regular 
basis;  his  desk  is  piled  high  with  black 
books.  He  and  the  same  three  partners 
own  23%  of  the  Toronto-listed  equity  and 
57%  of  the  votes.  Canadian  Business  puts 
his  wealth  at  near  $500  million. 

Although  most  of  Couche-Tard's  U.S. 
stores  now  are  ones  with  gas  pumps, 
Bouchard  thinks  he  learned  to  be  a  mer- 
chandiser in  Canada  by  not  having  that 
crutch.  He  introduced  house  cigarette 
brands,  a  cheaper  alternative  to  major  la- 


upgrades  are  nearly  done,  same-store 
sales  improved  15%  in  the  first  year. 

"Couche-Tard  wants  to  make  the  store 
a  destination,"  says  analyst  Hayem.  "That's 
where  they  are  different  from  7-Eleven." 

Efficiencies  can  get  back  some  of  those 
capital  costs.  In  the  Bigfoot  acquisition, 
point-of-sale  scanning  technology  and 
supply/vendor  renegotiation  saved  $3  mil- 
lion total,  70%  from  cost  of  goods  reduc- 
tion, with  more  expected  when  all  Circle  K 
stores  (as  the  U.S.  units  will  be  branded) 
are  online.  Another  is  improving  employee 
retention.  At  Bigfoot  annual  turnover  of 
store  managers  was  75%  and  of  sales  clerks 
300%;  with  Bouchard's  training  centers, 
those  numbers  declined  to  16%  and  142%. 

Its  size,  meanwhile,  is  letting  Couche- 


Donuts  or  the  like,  where  Couche-Ta 
acts  like  a  typical  franchisee  (and  not  lil 
a  get-'em-in,  get-'em-out  convenien 
store).  Analyst  Hayem  sees  a  huge  oppo 
tunity  to  do  more.  Couche-Tard  also  h 
created  its  own  coffee  chain  in  the  U.S 
called  Boca  Cafe,  and  is  experimentir 
with  a  franchised  Panchero's  Mexicar 
grill  restaurant  situated  inside  a  conve 
nience  store  in  Tallahassee. 

Bouchard  won't  predict  whether  fa 
food  and  other  add-ons  will  enable  hir 
to  outgrow  7-Eleven.  But  if,  by  intern 
growth  or  acquisition,  he  can  get  10% 
the  U.S.  market — more  than  anybod 
has  today — he'll  be  satisfied.  Meantime 
"I  have  a  lot  more  to  do  and  a  lot  mor 
to  go." 
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The  Dow  Chemical  Company's  archives  held  5.5  million  pages 
f  R&D.  To  help  researchers  access  them  in  minutes  instead  of 
days,  they  turned  to  Xerox  for  the  correct  formula. 
There's  a  new  way  to  look  at  it. 


XEROX 
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^Breakers 


For  more  financial  stats,  go  to  www.forbes.com/makcrs. 

On  the  Road  Again 


Expedia.com 


Travelin'  man: 
Barry  Diller. 


Barry  Diller's  IAC,  an  Internet 
conglomerate,  spun  off  its 
Expedia  travel-booking  site  last 
summer.  Although  Expedia 
hasn't  yet  taken  wing,  it  will.  The 
mogul  owns  just  1.6%  of  the 
company's  stock  but  controls 
55%  of  the  vote.  As  Expedia's 
chairman,  he  keeps  close  tabs  on 
the  business.  At  expedia  (26,  expe) 
gross  travel  bookings  were  up 
21%  in  the  last  quarter,  and 
earnings  rose  41%,  compared  to 
the  year  prior.  Nevertheless, 
Expedia's  stock  has  been  on  a 
bumpy  ride,  off  21%  initially, 
and  is  now  finally  back  above  the 
$22.50  spin-off  price. 

"It  is  just  cheap,"  says  Scott  W. 
Devitt,  a  senior  analyst  at  Stifel 
Nicolaus.  Expedia's  price  to  its 
free  cash  flow  (cash  from  opera- 
tions, minus  capital  spending) 
ratio  is  11.  Indeed,  the  whole  sec- 
tor is  cheap;  the  ratio  is  13  for 
competitor  Priceline  and  1 1  for 
Travelocity  owner  Sabre  Holdings. 

Expedia's  bookings  account 
for  40%  of  all  travel  sold  on  the 
Web  via  travel  portals.  Devitt 
likes  Expedia's  expansion  into 
hotel  room  sales,  which  are 
more  profitable  than  air  tickets. 
Expedia  typically  makes  a  spread 
of  20%  or  better  on  a  hotel 
room,  while  air  tickets  yield  less 
than  10%.  (The  hotel  market  is 
more  fragmented  and  less  com- 
moditized.)  Expedia's  hotel  Web 
site,  Hotels.com,  was  revamped 
in  September.  Instead  of  selling 
guests  on  cheap  prices  only,  the 
new  site  aims  to  lure  them  in  with  detailed  comparisons  of  lodgings. 

This  is  a  pretty  good  business.  Expedia's  customers  essentially  lend  the  company 
money  with  each  purchase.  A  quarter  of  Expedia's  $975  million  in  free  cash  flow  last 
year  was  a  gain  in  working  capital  generated  by  the  lag  between  when  a  traveler  books 
on  the  Web  site  and  gets  charged  by  Expedia,  and  when  the  customer  travels  and 
Expedia  pays  the  vendor. 

True,  Expedia  could  get  squeezed  if  airlines  and  hotels  charge  it  higher  rates.  "It 
won't  be  a  buy  forever,"  says  analyst  Devitt.  But  it  is  now.  — Victoria  Murphy  Barret 


Boxed  In 

Boxmaker  smurfit  stone  contai 
(13,  SSCC)  knows  suffering.  As  contait 
board  prices  crumpled,  so,  too,  did  t|| 
company's  results,  with  a  $57  milll 
loss  in  2004  and  another  $247  milll 
in  last  year's  first  three  quarters.  Its  sto 
is  off  27%  since 
early  January  2005. 

But  North  Amer- 
ica's leading  manu- 
facturer of  paper- 
board  and  paper 
packaging  is  poised 
for  better  days.  It  and 
rivals  have  cut  back 
capacity,  meaning  that  containerboa 
prices  should  rally.  Smurfit-Stone  plans 
shutter  a  fifth  of  its  box  plants  by  2008. 

Containerboard  inventories  are  tl 
lowest  they've  been  since  1994,  sa» 
Edings  Thibault,  analyst  at  Morgan  Sta: 
ley.  In  addition,  the  company  is  inves 
ing  in  much-needed  productio 
upgrades.  Smurfit-Stone's  enterpris 
multiple  (stock  plus  debt,  divided  b 
Ebitda)  is  a  not-bad  10.5. 

— David  Serchu 

Drug  Kingpin 

Low-cost  competition  from  the  likes  o 
Wal-Mart?  Uncer- 
tainties from  new 
Medicare  drug  rules? 
Who  cares?  Strength- 
ened by  the  2004 
acquisition  of  the 
Eckerd  chain,  CVS 
(27,  CVS)  is  living  large 
as  the  second-biggest  U.S  drugstore  oper- 
ator. Last  year  same-store  sales  soared 
6.5%,  and  it  raised  the  dividend.  Tha 
stock,  up  32%  since  the  Eckerd  deal,  goes; 
for  21  times  earnings 

New  Constructs  analyst  David 
Trainer  is  vexed  by  CVS'  $10.2  billion  in 
off-balance-sheet  financing  in  non 
cancelable  operating  leases  on  rented 
store  space.  Calling  that  debt  would  dou- 
ble reported  liabilities.  Also  worrisome: 
Capital  investments  are  far  outpacing 
profits,  by  $4.8  billion  in  2004.  We  say 
short  the  stock.       — David  Armstrong 
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The  Value  of  Integration 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance  plans 
contain  exclusions  and  limitations.  'Aetna  Integrated  Informatics"  study  (1/06)  of  159,105 
enrolled  members  (claims  period:  7/03-6/04).  Risk-adjusted  per  member,  per  month  costs  for 
3,291  members  identified  with  one  or  more  of  the  following:  Asthma,  Chronic  Heart  Failure  and 
Diabetes.  Does  not  guarantee  similar  results  for  any  particular  employer.  Savings  will  vary  based 
on  disease  prevalence  and  other  factors.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200604 


Cut  some  green. 
Lower  medical  costs 
by  up  to  20%. 

A  new  study*  shows  that  integrating 
Medical,  Pharmacy  and  Disease 
Management  benefits  with  Aetna  can 
help  lower  medical  costs.  According 
to  the  data,  overall  costs  dropped  by 
15-20%  for  high-risk  Aetna  members 
with  integrated  benefits  compared 
to  similar  members  with  just  medical 
insurance  benefits.  That's  because 
integration  allows  for  a  better  exchange 
of  information  to  help  high-cost,  high- 
risk  members  better  manage  their 
conditions.  To  find  out  more,  call  your 
broker,  Aetna  representative,  or  visit 
us  today  at  aetna.com. 


We  want  you  to  know 


K  Aetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


Stock  Trends 


Laszlo  Birinyi  Jr. 


Stocks  for  A 
Weak  Market 

IN  2005  THE  STOCK  MARKET  PERFORMED  TEPIDLY  BUT  END- 
ed  up  slightly  ahead,  with  the  S&P  500  appreciating  3%, 
not  counting  dividends.  In  2006  I  expect  to  see  another 
such  year.  There  should  be  little  difference  except  the  last 
digit  in  the  year's  designation.  Driving  the  market  will  be 
a  good  economy  that  grows  2.5%  to  3%,  net  of  inflation.  But 
that  growth  will  be  at  a  less  rapid  clip  than  last  year's  4%.  So 
both  camps  should  be  pleased — gross  domestic  product 
expansion  will  have  slowed  enough  to  calm  inflation  worriers, 
but  sufficient  growth  will  occur  to  shake  off  the  fear  of  reces- 
sion. (My  fellow  columnist  Gary  Shilling  has  a  different  opin- 
ion; see  page  134.) 

Earnings  increases  are  robust,  and  I  see  no  hint  of  any  near- 
term  slowdown  here.  Profit  rises  have  outstripped  stock  appre- 
ciation, which  has  created  the  pleasant  anomaly  that  price/earn- 
ings ratios  are  falling  in  this  bull  market,  from  27.5  for  the  S&P 
500  in  the  fall  of  2002  to  18.5  now.  Another  factor  that  should 
help  stocks:  The  Federal  Reserve,  confident  that  it  has  attained 
economic  equilibrium,  will  stop  tightening  early  this  year. 

A  lot  of  people  want  to  buy  stocks,  and  this  appetite  will  not 
abate.  Among  the  buyers  are  many  cash-laden  companies  that 
are  repurchasing  their  own  shares.  For  last  year's  first  three 
quarters,  buyback  announcements  increased  35%  to  $287  bil- 
lion. Arguments  abound  about  whether  buybacks  are  a  good 
use  of  corporate  cash,  yet  they  are  undeniably  good  for  earnings 
per  share  if  the  shares  are  bought  cheaply  enough  (the  EPS  goes 
up  if  the  earnings  yield  on  the  stock  is  better  than  the  aftertax 
return  on  cash).  Meanwhile,  private  equity  firms  are  hauling  in 
tremendous  numbers  of  investor  dollars,  and  their  managers 
are  paid  to  put  that  money  to  use,  not  sit  on  it.  That's  another 
upward  force  for  the  market. 

In  2005  I  had  a  very  good  year,  with  my  picks  up  a  collective 
14.3%,  after  deducting  an  assumed  1%  trading  cost  on  new 
positions.  Had  you  put  equal  amounts  into  the  S&P  at  the  same 
times,  you  would  be  ahead  only  3.5%.  As  always,  I  often  write 
about  stocks  that  my  company  owns. 

Early  in  the  year-  I  sug- 
gested Altria  (76,  MO),  Alliance 


Countrywide  Financial  (35,  cfc)  Yahoo  (34,  YHOO)  and  San  J 
Basin  Trust  (45,  SJT).  Four  of  the  five  made  you  money,  ranjl 
from  4%  for  Yahoo  to  48%  for  San  Juan.  Countrywide  vl 
down  19%.  These  performance  calculations,  by  the  way,  dof 
include  dividends,  which  happen  to  be  high  (above  4%| 
Altria,  Alliance  and  San  Juan. 

In  April  I  added  Amazon  (44,  amzn),  Ebay  (47,  EBAY)  and  Go  I 
(436,  GOOG).  They  all  have  fared  well,  with  Google  being  my  1 
pick,  up  122%.  In  early  July  I  wrote  favorably  about  three  oil 
ExxonMobil  (62,  XOM),  Chevron  Texaco  (62,  cvx)  and  ConocoPhill 
(64,  COP).  All  of  them  dipped  slightly,  but  I  noted  that  these  v| 
long-term  picks  and  six  months  is  not  the  long  term. 

For  the  new  year,  in  addition  to  the  oil  trio,  I  would  kl 
Altria,  Alliance,  San  Juan  and  Google.  This  marvelous  Interl 
stock  has  not  finished  climbing.  At  some  point  it  will  encourl 
bad  news  and  go  the  other  way.  That  point  has  not  arrived.  .1 

only  interruptions  its  asol 
has  had  lately  are  the  temfl 
rary  effects  of  profit-taking.  I 
Energy,  despite  predicticl 
from  the  naysayers  of  a  prl 
crash,  remains  attractive.  M« 
likely,  per-barrel  prices  will  s 
in  the  vicinity  of  $60.  Tod 
consumers  are  used  to  that  a 
no  longer  jump  under  the  b 
every  time  energy  costs  b  I 
upward — a  positive  devela 
ment  for  the  stock  mark 
which  reflects  public  em 
tions.  My  company  recem 
bought  shares  of  Oil  Servi 
HOLDRS  Trust  (149,  OIH). 
October's  names  were  two  homebuilders,  which  turned  o 
to  be  at  their  peaks.  A  big  culprit  here  was  the  spate  of  doom  ta 
about  the  housing  "bubble"  supposedly  about  to  burst.  KB  Hor 
(78,  KBH)  slid  a  modest  2%,  but  William  Lyon  Homes  (102,  WL 
dropped  37%  to  make  it  my  worst  stock  of  the  year. 

The  problem  at  William  Lyon,  concentrated  in  the  nov 
sluggish  California  real  estate  market,  reflected  a  6.7%  fourtl 
quarter  shrinkage  in  new  home  orders.  Since  Jan.  1  both  stocl 
have  nosed  up  a  bit,  with  KB  Home  ahead  of  its  price  in  Octob 
and  William  Lyon  still  far  behind. 

The  concern  over  housing  is,  I  contend,  overdone — and  pre 
vides  opportunities.  Mortgage  rates  should  stay  tame,  and  a 
advancing  economy  will-  give  buyers  the  wherewithal  to  affo 
houses.  Stick  with  KB  Home  and  jettison  William  Lyon. 

Assuming  the  Fed  indeed  stops  raising  interest  rates,  kno 
that  historically  the  groups  that  do  well  in  the  six  months  there 
after  are  tobacco,  consumer  financials  and  drugs.  Buy  tobacc 
purveyor  UST  (41,  UST),  credit-card  issuer  Capital  One  Financial  (81 
COF)  and  drugmaker  Wyeth  (48.  WYE). 


Economic 
growth,  slightly 
slower  than 
last  year's,  will 
calm  inflation 
fears  but  give 
stocks  just 
enough  fuel  to 
rise  modestly. 


Capital  Manager:  . 


Forbes 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn. -based  financial  consulting  firm 
Web  site:  www.lbirinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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Power  E*TRADE  for  Active  Traders 

*  $6. 99- $9.99  flat  commission  per  stock  and  options  trade1 
i  ■>  75<t  per  options  contract 

■>  New  Power  E*TRADE  Pro  now  compatible  with  Mac  OS  X 
No  fee,  customizable  trading  platforms 


Challenge  the  ordinary. 

Be  E->  traordinary 


Get  1 00  commission-free  stock  and  options  trades.2  ^  TRADE 

Call  1  -800-731  -5226  or  visit  getpoweretrade.com  financial 


letails  and  important  information  about  Power  E*TRADE,  please  visit  getpoweretrade.com. 

1  qualify  for  $6  99  stock  and  options  comrmssions  &  a  75c  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $7.99  stock  and 
!  ns  commissions  &  a  75<J  fee  per  options  contract,  you  must  execute  50-499  stock  or  options  trades  per  month.  To  qualify  for  $9  99  stock  and  options  commissions  &  a  75(t  fee  per 
ns  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  balance  of  $50,000  or  more  in  combined  E*TRADF  Securities  and  E*TRADE  Bank  accounts 
ng  a  calendar  quarter.  Qualification  will  be  determined  at  the  end  of  each  quarter.  To  continue  receiving  these  commission  rates,  you  must  requalify  by  maintaining  a  balance  of 
300  or  more  in  combined  E'TRADE  Securities  and  E'TRAPE  Bank  accounts  or  by  making  at  least  30  stork  or  options  trades  by  the  end  of  the  following  calendar  quarter, 
immission-free  trade  offer  applies  to  new  Power  E'TRADE  Complete  accounts  opened  with  $1  000  minimum  deposit.  The  new  account  holder  will  receive  a  maximum  of  100  free  trade 
nissions  for  each  stock  or  options  trade  executed  withm  30  days  of  the  opening  of  the  new  qualified  account  You  will  pay  the  Power  E'TRADE  commission  rate  at  the  time  or  the 
;s  ($9  99  for  stock  and  options  trades,  plus  an  additional  $0  75  per  options  contract)  Your  account  will  be  credited  $9  99  per  stock  or  options  trade  within  eight  weeks  of  qualifying 
udmg  options  contract  fees)  To  continue  receiving  Power  E'TRADE  commission  rates,  you  must  requahfy  by  making  at  least  30  stock  or  options  trades  by  the  end  of  the  following 
1  ter  or  maintain  a  combined  $50,000  balance  in  linked  E'TRADE  Securities  and  E'TRADE  Bank  accounts  Other  commission  rates  apply  to  customers  who  trade  less  than  3C  times  a 
ter  or  maintain  less  than  $50  000  in  linked  E*TRADE  accounts.  Account  must  be  opened  by  December  31.  2006 

em  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

inties  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  Member  NASD/SIPC. 
)05  E*TRADE  FINANCIAL  Corp  All  rights  reserved 
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DO  YOU  KNOW  ONE  OF  THEM? 

If  you  know  a  company  -  small  or  large  -  that 
has  made  exceptional  investments  in  the  arts  - 
nominate  it  for  THE  BCA  TEN.  This  new,  national 
list  created  by  the  Business  Committee  for  the 
Arts,  Inc.  (BCA),  recognizes  ten  extraordinary 
businesses  that  are  making  a  difference  and 
setting  a  standard  of  excellence. 

SUBMIT  A  NOMINATION. 

It's  easy.  Anyone  can  do  it  -  an  individual,  an 
arts  organization,  or  company  employee.  Go 
to  www.bcainc.org/thebcaten  for  the  online 
nomination  form  and  in  just  a  few  sentences 
tell  us  what  makes  the  company  exceptional. 

DON'T  MISS  THE  DEADLINE! 

April  1,  2006,  5:00  p.m.  EST 


Sponsored  by: 

Business  Committee  for  the  Arts,  Inc. 
FORBES  Magazine 
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BUSINESS  DECISION  BECAME  A  BETTER  HEALTH  PLAN." 


We'll  be  the  first  to  admit  that  Health  Net  looks  really  good  on  papes  25  years  of  experience.  More  than  2  million  members 
in  California  alone.  Backed  by  Health  Net  Inc.  with  annual  revenues  of  $12B.  But  we're  even  better  in  action.  With  products 
that  offer  the  affordability  and  control  employers  need  and  the  choices  employees  are  looking  for.  Plus  a  program  called 
Decision  Power5"  that's  included  with  every  group  plan.  It  gives  employees  rest  nal  Health  Coach,  support 

videos  and  reliable  information  to  help  them  better  understand  their  condition  and  treatment  options. 

Like  Health  Net,  Decision  Power  has  developed  quite  of  a  following.  More  than  100,000  members  have  used  Decision  Power 
since  its  inception  last  year.  Surveys  show  that  80%  report  that  talking  with  a  Health  Coach  helped  them  improve  their 
condition  and  95%  would  recommend  the  service  to  a  friend.2  So  if  you'd  like  to  hear  more  about  a  health  plan  with 
programs  proven  to  make  a  difference  in  utilization  trends  and  patient  satisfaction,  call  your  Broker  today.  Or  call  Health  Net 
1-800-448-4411,  option  4.  Or  visit  www.healthnet.com 
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Health  Nef 

A  Better  Decision 


'100,000  members  in  Health  Net  affiliated  plans     'Health  Dialog  Services  Corporation  member  survey      Health  Net"  of  California.  Inc .  is  a  subsidiary  of  Health  Net,  Inc.  Health  Net,  Inc 's  HMO.  POS.  insured 
'FO  and  government  contracts  subsidiaries  provide  health  benefits  to  6  million  members  nationwide  through  group,  individual.  Medicare,  Medicaid  and  TRICARE  programs  Health  Net,  Inc.  has  $12  Billion  in  annual 
revenues.  ©  .2005  Health  Net  of  California.  Inc  Health  Nef  is  a  registered  trademark  of  Health  Net,  Inc  Health  Net's  Decision  Power  is  a  service  mark  of  Health  Net,  Inc  All  lights  reserved. 
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Parker  Hannifin  engineers  make 
anything  possible. 


Making  anything 

possible  in  motion  and  control  for 
aerospace,  mobile,  industrial  and 
commercial  applications  makes 
Parker  the  leader  of  the  $50  bil- 
lion global  motion  and  control  market.  Parker's  50,000 
employees  and  8,600  distributors  around  the  world  pro- 
duced record  sales  of  more  than  $8  billion  in  fiscal  year 
2005,  as  well  as  record  earnings  and  cash  flow, 
making  possible  the  company's  49th  consecu- 
tive yearly  dividend  increase  —  the  fifth 
longest-running  record  in  the  S&P  500. 

Parker's  world  headquarters  are  located  in 
Ohio  where  they've  found  an  ideal  location,  a 
skilled  workforce,  an  excellent  transportation 
infrastructure  and  ready  access  to  technology, 


Bring 

x^Your. 

Business. 

Enrich 

YourLife. 


research  and  development.  Ohio 
also  provides  a  relaxed,  yet 
sophisticated  lifestyle  that 
attracts  top  talent.  With  diverse 
cities,  outstanding  schools  and) 
affordable  housing,  Ohio  is  a  great  place  to  live. 

And  now  Ohio's  business  climate  is  better  than  ever. 
Major  tax  reforms  have  shifted  policy  from  taxing  capital 
investment,  profits  and  wealth  creation  to  taxing  gross 
receipts.  The  result  is  greater  incentives  to  invest  in  inno- 
vation and  productivity  and  more  support  for 
entrepreneurial  activity.  Visit  us  at 
OhioMeansBusiness.com.  Or  call  us,  and 
we'll  show  you  all  the  possibilities  that  await 
your  company  and  your  people  in  Ohio. 


"Ohio  has  been  our  partner  in  providing  premier  customer  service,  steady 
growth,  and  financial  performance  from  which  we  serve  customers  in 
towns  and  cities  across  the  world. " 


■  Don  Washkewicz,  Chairman  and  CEO 
Parker  Hannifin  Corporation 


NEW  TAX  REFORM  PAVES  WAY  FOR  OHIO  BUSINESS  GROWTH.  1-877-466-455 
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how 
blogs 
are 

changing 
the 
way 

businesses 
talk 
with 
customers 


Your  customer  is  sick  to  death  of  spin, 
voicemail,  menu  options,  and  slick  promo- 
tional brochures.  Talking  at  consumers 
doesn't  work  any  more.  They  want  two- 
way  conversation — with  a  person.  Now. 

Geek  blogger  Robert  Scoble  has  made  that 
happen.  His  blog  revolutionized  customer 
perception  of  Microsoft.  With  innovation 
expert  Shel  Israel,  Scoble  tells  you  why 
Hogging  works,  how  to  do  it  right,  and 
why  your  business  may  depend  on  it. 

If  you  don't  talk  with  your  customer, 
someone  else  will. 

Blog.  Or  die. 

"Biz  Blogging  . . .  WORKS.  It  is  of . . . 
MONUMENTAL  IMPORTANCE." 

— From  the  Foreword  by  Tom  Peters, 
author  of  In  Search  of  Excellence 


©WILEY 

Now  you  know. 

wiley.com 


Join  the  conversation!  Go  to  www.nakedconversations.com 


"Successful  managers  today  need  to  master 
the  art  and  science  of  business  with  strategic 
use  of  technology  to  be  competitive  in  the 
global  economy." 

ANURAG  A.  AGARWAL 
BOSTON  UNIVERSITY  MBA  2001 
VICE  PRESIDENT 
JPMORGAN  SECURITIES,  INC 


Fusing  the  art, 
science,  and 
technology  of 
business. 


In  today's  business  landscape,  the  pace  of  change 
accelerating  faster  than  any  time  in  history.  So  it's  essenti 
for  tomorrow's  leaders  to  learn  how  to  anticipate  the  ne 
seismic  shift. 

At  Boston  University  School  of  Management,  students  d 
that  through  education  focused  on  the  art,  science,  an 
technology  of  business. 

This  unique  approach  is  at  the  core  of  every  one  of  01 
programs.  It  combines  quantitative  analysis  and  powerfi 
teaming  and  leadership  skills  with  a  solid  grounding  in  th 
strategic  role  of  technology  in  business. 

We  offer  multiple  MBA  concentrations,  as  well  as  ou 
rigorous  MS'MBA  combining  full  MBA  studies  with  a  Maste 
of  Science  degree  in  information 
systems  —  uniquely  tailored  for 
tomorrow's  business  leaders. 

To  find  out  more,  please  visit 
management.bu.edu 


BOSTON 

UNIVERSITY 


SCHOOL  of 
Management 


"If  you  see  money  in  your 
code,  you  want  to  protect  it. 
If  you  don't,  then  you  want 
it  liberated." 

-  Dana  Blankenhorn,  ZDNet  Open  Source  Blog 


Business  professionals  in  charge  of  technology  rely  on  ZDNet 
to  deliver  deep  insight  into  IT  planning,  vendor  consideration, 
and  product  selection.  ZDNet.com  offers  daily  news,  white 
papers,  Webcasts,  editorial  analysis,  peer  feedback,  and 
ongoing  research,  as  well  as  witty  quips  from  our  experts. 

ZDNet:  Always  Informative.  Always  Opinionated.  Often  Entertaining. 


ome  Watch  Richard  Lehmann 


How  to  Diversify 


TO  MOST  FIXED-INCOME  INVESTORS  DIVERSIFICATION 
has  three  rules.  1 )  Don't  invest  too  much  in  any  one 
issuer.  "Too  much"  is  anything  over  5%  of  your  port- 
folio. 2)  Spread  your  fixed-income  investing  among 
securities  with  different  rating  qualities.  3)  Ladder 
your  maturities — that  is,  buy  things  that  come  due  over  a  broad 
time  span,  from  short  to  long  term.  The  virtue  of  such  diversifi- 
cation, of  course,  is  that  it  reduces  your  exposure  to  loss  from 
inflation  and  defaults.  Alas,  this  standard  approach  is  not 
enough.  Its  weakness  is  that  it  is  defensive  in  scope.  You  need  to 
go  beyond  the  conventional  axioms. 

Diversification  should  not  be  just  about  seeking  safety,  but 
also  about  getting  a  lift  from  an  array  of  economic  events.  This 
is  not  only  about  interest  rates,  inflation  and  credit  risk.  It's  also 
about  stock  prices,  energy  prices  and  industry-specific  occur- 
rences. I  will  illustrate  how  my  concept  works,  using  this  col- 
umn's recommendations  for  2005,  plus  some  new  ones. 

•  Investment  grades  (mainly).  Start  with  30%  of  your  portfolio 
in  investment-grade  bonds  and  preferreds  and  high-level  junk 
down  to  a  BB  rating.  Don't  overload  on  very  highly  rated 
issues — most  are  currently  overpriced.  Shoot  for  a  composite 
return  of  at  least  6.5%.  One  recommendation  I  have  in  the  past 
advised  you  to  ditch  is  again  attractively  priced — closed-end 
preferred  fund  Flaherty  &  Crumrine/Claymore  (20,  ffc),  which 
trades  at  a  10%  discount  and  yields  8.1%. 

•  Convertibles.  The  stock  market  looks  promising  in  2006: 
Aside  from  robust  earnings,  the  Federal  Reserve  should  soon 
end  its  tightening.  So  25%  of  your  portfolio  should  be  allocated 
to  convertible  bonds  and  preferreds.  If  the  stock  market  takes 
off,  these  securities  will  look  to  the  stock  price  rather  than  inter- 
est rates  for  their  valuation.  Meanwhile,  you  are  paid  decently 
while  waiting  for  diat  fine  day.  In  2005,  even  with  a  relatively  flat 
stock  market,  many  convertibles  performed  well.  One  new  issue 
here  worth  buying  is  E-Trade  Financial  (28,  ET),  a  6.1 25%  preferred 
that  has  a  mandatory  conversion  to  common  on  Nov.  18, 2008. 

•  Natural-resource  high  payers.  Next  allocate  25%  to  high- 
dividend  income  equities  tied  to  the  price  of  

natural  resources,  most  prominently  energy.  Fort)CS 
These  commodities'  price  increases  were  "com 


among  the  most  significant  economic  events  of  2005.  1 
Canadian  oil  and  gas  trusts  I  again  wrote  about  in  Octobei 
Provident  Energy  Trust  (n,  pvx),  Petrofund  Energy  Trust  (19,  PI 
Enerplus  Resources  (49,  erf)  and  Primewest  Energy  (32,  pwi) 

mostly  advanced,  with  Petrofund  returning  the  best,  37% 

Diversification  into  metallurgical  coal  can  be  done  thro 
Fording  Canadian  Coal  (39,  fdg).  Fording's  price  has  been  hurt 
doubts  it  can  maintain  the  rich  dividend  (now  13.6%),  and 
was  down  12%  in  total  return  from  my  December  recomme 
dation  to  year-end,  though  it  has  come  back  since,  in  January 
Will  the  price  rises  in  these  raw  materials  continue?  I  doJ 
know,  but  the  high  dividend  payouts  make  the|| 
worth  holding  through  any  downdraft. 

•  Specific  industries.  Put  20%  into  targeted  sel 
tors  with  unique  turnaround  potential.  For  instancl 
closed-end  preferred  stock  funds  are  mostly  tradirl 
at  a  discount  to  their  net  assJ 
values.  They  fell  to  a  discouc 
because  increased  borrowin 
costs  forced  them  to  cut  the: 
dividends.  With  the  Fed  likel 
to  ease  up  on  rate  hikes,  thes 
funds'  dividend  cuts  can  bl 
reversed.  Then  shunnei 
closed-ends  will  return  to  trad 
ing  at  or  above  NAV.  My  new 
pick  here  is  Advent  Claymori 
Convertible  Securities  &  Incomt 
Fund  (24.AVK),  at  a  7%  discoum 
and  boasting  an  8.5%  yield. 

I  recommended  six  auto- 
industry  securities  from  Ford 
or  GM  and  five  of  them  would 
have  lost  you  money.  I  think  the  General  Motors  (15,  HCM)  pre- 
ferred and  a  Ford  Motor  trust  preferred,  Preferred  Plus  (15,  PIJ), 
are  still  worth  owning  for  a  turnaround. 

On  the  whole,  my  picks  for  2005  were  narrowly  in  the  plus 
column.  Although  the  dividend/interest  yield  was  a  healthy 
8.2%,  the  total  return  (dividends  or  interest  plus  capital  gains  or 
losses)  for  someone  buying  all  the  recommendations  would 
have  been  0.7%  after  deduction  of  a  hypothetical  1%  trading 
cost  for  new  positions.  Equal  investments  in  my  benchmarks 
(the  Lehman  Universal  Fixed-Income  Index  for  most  of  the 
trades  but  the  S&P  500  for  the  stocks)  would  have  returned  1.6%, 
with  no  trading  fees  counted.  Note:  I  or  portfolios  I  manage  may 
own  securities  I  recommend. 

My  biggest  2005  loser  was  the  trust  preferred  for  Ford,  men- 
tioned above,  down  35%,  and  Petrofund  was  the  biggest  winner. 
Keep  all  the  securities  mentioned  in  this  column,  but  sell  South- 
ern Copper  (7I.PCU),  which  I  wrote  about  in  December.  It's  had  a 
nice  run,  up  19%,  but  upcoming  elections  may  turn  Peru,  where 
it  is  active,  into  another  Venezuela.  F 


Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Securities  Investor. 
Visit  his  home  page  at  www.forbes.com/lehmann. 


Don't  just  seek 
safety.  That's 
too  defensive. 
Opportunity  can 
be  found  in 
such  things  as 
a  rising  stock 
market  and  high 
energy  prices. 
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POWER 
TO  KNOW 

SAS™  software  gives  you  the  power  to  know  how  to  leverage  enterprise  data  to  maximize  value,  minimize  risk 
and  optimize  performance.  You'JI  get  to  know  your  customers,  markets,  finances  —  your  entire  business  — 
in  a  whole  new  way.  And  gain  the  ability  to  look  forward  using  the  world's  best  business  intelligence  and 
.  analytic  software.  More  than  4  million  users  at  over  40,000  locations  —  including  94%  of  the  FORTUNE 
Global  500  —  rely  on  SAS  to  increase  profits,  reduce  costs  and  make  a  recognized  impact  on  business. 


www.sas.com/goBeyondBI 
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ohiiQ  Return  Lisa  W.  Hess 


Long  And 
Optimistic 


LAST  YEAR  WAS  ONE  OF  CONTRADICTIONS.  GOLD  PRICES 
soared,  yet  inflation  was  contained.  Stock  markets  around 
most  of  the  world  exploded,  but  not  in  the  U.S.,  where 
you  would  have  done  just  as  well  owning  Treasury  bills. 
The  natural  gas  market,  in  something  of  a  glut  as  recently 
as  2002,  went  parabolic  in  price,  putting  Calpine  into  bankruptcy. 
Never  was  sector  or  geographic  selection  more  important. 

I  had  a  mixed  but  positive  year.  If  you  had  invested  in  all  16 
of  my  recommendations  (including  7  held  over  from  2004),  you 
would  be  up  10.2%,  after  deducting  1%  for  a  hypothetical  trans- 
action cost  on  the  new  positions;  the  same  money  invested  on 
the  same  dates  in  the  S&P  500  (but  with  no  cost  deducted)  would 
have  left  you  with  only  a  2.8%  gain.  An  eclectic  group,  my  picks 
were  roughly  divided,  like  Gaul,  into  three  parts.  First  came  the 
East  Asian  markets,  which,  with  the  exception  of  Taiwan,  did 
quite  well.  Second  were  the  Turkish  stocks,  which  I  feel  have  now 
had  their  shining  moment.  Finally  there  were  the  U.S.  and  Euro- 
pean recommendations,  made  late  in  the  year,  which  fared 
worse  than  the  rest. 

The  biggest  win,  a  gain  of  80%,  as  translated  from  Korean 
won,  came  in  a  holdover  position:  Hyundai  Motors  (30,  hyu  gr), 
a  large  automobile  manufacturer.  Oddly  enough,  the  biggest 
loser  was  Astra  International,  an  Indonesian  automobile  con- 
glomerate. I'd  like  to  stand  pat  with  all  three  of  the  Euro/US. 
group:  drugmakers  Merck  (32,  mrk)  and  Pfizer  (24,  pfe)  and 
Autoliv  (45,  ALV),  the  world's  largest  manufacturer  of  auto  safety 
equipment  like  air  bags.  Also  keep  two  vehicles  that  track  Japan- 
ese stocks,  RHJ  International  (22,  rhjif)  and  the  MSCI  Japan  Fund 
03.EWJ).  Sell  the  remaining  stocks.  (At  the  time  of  recommen- 
dation the  portfolio  I  manage  holds  many  of  the  securities  I 
write  about.) 

A  most  peculiar  contradiction  is  the  plentiful  availability 
of  credit  and  liquidity  in  an  environment  where  the  yield 
curve  is  flat  to  slightly  inverted.  Treasury  rates  are  close  to 
4.3%  over  the  entire  range  of  maturities  from  two  to  ten  years 
Such  relative  tightness  of  money  at  the  short  end  of  the  spec- 
trum is  supposed  to  signal  a  liquidity  crunch  and  an  impend- 
ing recession.  It  is  supposed  to  mean  that  marginal  businesses 


and  consumers  are  turned  away  from  the  credit  window 
that  a  downdraft  in  asset  prices  will  follow. 

But  there  is  no  credit  crunch.  Instead  we  seem  to  be  in  i 
uidity  bubble.  In  New  York  Fifth  Avenue  apartments  routinel 
for  tens  of  millions  of  dollars.  A  London  home  was  bough 
April  by  steel  mogul  Lakshmi  Mittal  for  a  staggering  $  1 27  mil 
In  December  Miami  Beach  hosted  Art  Basel,  a  mind-num 
extravaganza  of  gallery  shows  and  art  auctions,  where  phot< 
porn  stars  have  sold  for  $35,000  each.  Like  the  TV  show,  a  rua 
buy  everything  in  sight  gave  the  fair  its  nickname,  "superma 
sweepstakes  for  the  rich."  It's  the  Gilded  Age  all  over  again,  - 
gold-plated  railway  carriages  replaced  by  Patek  Philippe  waV 
and  hedge  fund  managers  as  our  modern-day  robber  baroi 

The  world's  sea  of  liquidity  is  lifting  all  the  boats,  nc. 
those  belonging  to  the  yachting  class.  Virtually  no  one  who  w| 
a  mortgage  or  a  credit  card  is  refused.  If  your  credit  histoi 

spotty,  but  you  nonethe 
have  a  deed  to  a  hoi 
Ditech.com  will  be  happ> 
lend.  Liquidity  is  plentiful  in 
capital  markets,  too.  Hume; 
Katrina  struck  just  before  Lai 
Day;  by  year's  end  at  le 
$8  billion  had  been  raised 
private  equity  for  brand-n 
Bermuda  reinsurance  comp 
nies  capitalizing  on  firmi 
property-casualty  rates. 

If  we  have  a  boomi: 
equity  market  with  a  flat  yie 
curve,  it  will  break  all  the  rul« 
Could  it  (shudder)  be  different  this  time?  I  think  it  will.  Corp. 
rate  balance  sheets  are  awash  in  cash,  meaning  either  divider 
increases  or  stock  buybacks.  The  heating  up  of  merger  activity 
only  beginning.  All  this  is  bullish. 

I  believe  that  risk  is  inefficiendy  priced  and  that  investors  ove: 
pay  for  certainty.  Uncertain  sectors  are  cheap.  As  a  rule  this  phu 
nomenon  leads  me  to  invest  in  emerging  markets,  where  fear  an 
unfamiliarity  are  reflected  in  low  prices.  Now  it  points  me  to  th 
pharmaceutical  industry.  That's  why  I  advocate  your  holding  l 
to  Merck  and  Pfizer.  Merck's  legal  problems  aren't  as  deep  as  the 
first  appeared  after  Vioxx's  withdrawal  a  year  ago.  Pfizer  recentl 
won  a  Lipitor  patent  batde  and  raised  its  dividend. 

Adelphia's  bankruptcy  brought  fear  to  the  cable  business.  Bu 
the  business  is  still  sound.  The  enterprise  value-common  stoci 
plus  debt— of  Comcast  (26,  CMCSA)  is  $81  billion.  That  is  only  7.1 
times  the  operating  income  (Ebitda)  it  probably  had  in  2005.  Com- 
cast hasn't  been  that  cheap  in  a  decade  and  probably  won't  stay  thai 
cheap  for  long.  Private  market  purchases  of  smaller,  lower-qualitv 
cable  systems  are  at  much  higher  multiples.  Once  an  absorber  ol 
capital,  Comcast  has  been  transformed  into  a  cash  generator  and 
is  using  that  cash  to  buy  its  own  stock.  One  more  bullish  sign.  F 


In  the  U.S. 
stock  market 
better  times  are 
ahead.  This 
time  a  flattened 
yield  curve  does 
not  portend 
a  slump. 


FOrt)CS   I  L'Sa  W'  HesS  is  a  New  York  money  manager. 

■co'"   '  VisiT  her  home  page  at  www.forbes.com/hess. 
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imeirah  Essex  House  is  uniquely  individual.  With  outstanding  service, 
rt  deco  sophistication  and  breathtaking  views  of  Central  Park.  Offering 
du  the  luxury  of  personal  space  in  the  world's  most  distinctive  city, 
nd  the  most  memorable  experiences  -  your  own. 

Dr  more  information  and  reservations  call  toll  free  +1  877  854  8051 
r  book  online. 


Jumeirah 

ESSEX  HOUSE 

jumeirah.com 


itrategy  i  A.  Gary  Shilling 


A  Dark  Year 
Lies  Ahead 


MY  EARLY  2005  COLUMNS  RANGED  OVER  SIX 
investment  themes,  all  out  of  the  mainstream: 
1 )  The  dollar  would  rally  against  foreign  curren- 
cies. 2)  Deflationary  expectations  would  further 
damage  General  Motors  and  other  automakers,  as 
consumers  waited  for  lower  prices  before  buying.  3)  The  Trea- 
sury yield  curve  would  flatten  as  the  Federal  Reserve  induced 
higher  short-term  interest  rates  while  long  rates  fell.  4)  The 
housing  bubble  would  burst.  5)  A  global  recession,  resulting 
from  the  housing  debacle,  would  spawn  a  bear  market  in  stocks. 
6)  My  25-year  favorite,  Treasury  bonds,  were  still  attractive. 

How  did  I  do?  I  was  right  about  the  dollar  and  the  domestic 
auto  industry.  Contrary  to  the  herd's  (and  Warren  Buffett's)  be- 
lief that  foreigners  had  too  many  greenbacks  and  would  dump 
them,  foreign  savers  kept  buying  dollars.  Deflationary  expecta- 
tions kept  Detroit  riveted  to  profit-killing  discounts.  That  and 
huge  labor  costs  pushed  GM  and  Ford  debt  into  junk  status  and 
their  stocks  to  new  lows.  I  was  right  on  the  yield  curve,  too. 

My  housing  prediction  was  a  bit  too  early  but  may  yet  be 
borne  out.  In  hot  markets  like  San  Diego  and  Miami  there  have 
been  declines  in  high-priced  houses,  but  more  importantly, 
inventories  of  unsold  homes  are  leaping.  Sooner  rather  than 
later,  sellers  will  lose  patience  and  slash  their  asking  prices. 

Last  year  this  column  forecast  that  the  economy  and  stocks 
would  follow  housing,  so  we're  waiting  on  that  one  also.  Note, 
however,  that  on  a  total-return  basis  (price  plus  interest  or  div- 
idends), Treasury  bonds  beat  the  S&P  500,  the  Dow  and  the  Nas- 
daq. The  one  specific  issue  I  highlighted,  recommending  you 
short  the  Regional  Bank  HOLDRs  Trust  (140,  RKH),  didn't  pan  out; 
it  gained  2.9%  in  price.  But  stay  short. 

I  don't  recommend  many  specific  securities  in  this  column, 
but  when  I  do  they  may  be  stocks  I  own.  More  often,  I  give 
advice  on  which  sectors  to  own  or  avoid. 

This  year  I've  got  ten  investment  themes  that  I'll  flesh  out  in 
future  columns.  Eight  should  unfold  in  this  calendar  year;  the 
last  two  may  not  start  until  after  2006.  First  and  foremost,  the 
current  housing  weakness  will  develop  into  a 


Median  home  prices  need  to  fall  29%  to  return  to  their  nor 
relationship  with  rents  and  35%  to  relink  with  the  Consu 
Price  Index.  The  20%  decline  I  predict  may  be  exceeded. 

Second,  the  Fed  will  tighten  until  housing  drops  and  vJ 
seriously  invert  the  yield  curve  in  the  process.  The  central  bai 
almost  always  persists  until  something  negative  occurs.  Mea 
while,  additional  fed  funds  rate  hikes  won't  push  up  bond  yiel 
in  a  world  full  of  deflationary  forces. 

Third,  the  house  price  collapse  will  induce  a  painful  rece 
sion  that  will  send  U.S.  stocks  into  a  tailspin.  Stocks  may  brea 
their  2002  lows. 

Fourth,  China  will  suffer  a  hard  landing  precipitated  by  th 
U.S.  recession  and  the  Chinese  central  bank's  efforts  to  cool 
overheated  economy.  In  the  face  of  U.S.  consumer  retrenchmen 
China's  exports  will  suffer  mightily. 

Fifth,  weakness  in  the  U.S.  and  China  will  spread  worldwide 

dragging  down  stocks  univer 
sally.  The  U.S.  economy  dom 
nates  the  globe  because  of 
size  and  its  position  as  the  onl 
significant  importer.  China 
Japan,  the  Asian  Tigers  anc 
even  Europe  are  export-driven 
and  most  of  those  exports  end 
up  here  in  the  U.S. 

Sixth,  Treasury  bonds  will 
rally  further  this  year.  House 
price  declines,  global  recession 
and  faltering  stocks  will  depre 
inflation  and  promote  Treasurys 
as  a  safe  haven.  Also,  when  a  re 
cession  is  in  clear  prospect,  the 
Fed  will  reverse  course  and  ease. 
Seventh,  the  dollar  will  remain  strong,  since  the  U.S.  is  the 
global  center  of  financial  refuge  in  difficult  times. 

Eighth,  North  American  energy  is  attractive,  including 
Canadian  tar  sands,  natural  gas,  nuclear  and  coal.  Intensifying 
supply  uncertainties  in  the  Middle  East,  Latin  America  and 
Nigeria  will  shift  government  and  investor  attention. 

Ninth,  the  global  deflation  I've  been  forecasting  might  com- 
mence this  year.  Inflation  is  low  enough  that  a  recession  will 
push  price  changes  into  negative  territory.  Chronic  deflation, 
however,  may  only  be  fully  established  in  the  recovery  to  follow. 
Deflationary  expectations  will  settle  in  then  and  persuade  con- 
sumers to  wait  to  buy  many  big-ticket,  discretionary  items. 

Tenth,  U.S.  consumers  might  start  a  long-run  saving  spree 
this  year,  reversing  their  25-year  borrowing  and  spending  binge. 
A  big  drop  in  house  prices  will  kill  their  borrowing  potential  and 
awaken  them  to  the  reality  that  they  can't  expect  their  home 
equity  to  finance  their  retirements.  However,  weak  incomes  will 
preclude  much  saving  until  after  the  recession,  regardless  of 
intentions.  F 


The  coming  end 
of  the  housing 
mania  will  push 
the  U.S.  and  the 
world  into  a 
recession. 
The  one  good 
place  to  invest: 
U.S.  Treasurys. 


full-scale  rout.  As  spelled  out  in  my  Oct.  3  col- 
umn, it's  clearly  a  bubble  and  is  nationwide. 


Forbes 


A.  Gary  Shilling  is  president  of  A  Gary  Shilling  &  Co..  economic  consultants 
1  and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 


134     FORBES-  Februa. 


WANT  TO  INCREASE 

PRODUCTIVITY 


CONSIDER  DRUGS. 


These  days,  every  CEO  is  trying  to 
figure  out  ways  to  get  more  from  less. 
Productivity,  cost  cutting,  and  finding 
more  value  are  top  priorities. 

But  maybe  not  for  everyone.  Many 
parents  today  are  struggling  to 
figure  out  what  to  say  to  their 
kids  about  drugs  —  or  what  to  do 
about  an  existing  problem.  They 
may  be  your  very  best  people,  but 
they're  distracted  and  may  be  missing 
meetings  and  deadlines  —  which  can 
seriously  affect  vour  business.  But  there 
are  things  you  can  do  to  help. 
Acknowledge  that  this  is  a  problem. 
Create  an  environment  where  people 
feel  comfortable  asking  for  help. 

Participate  in  the  Parents@Work 


program  —  a  free,  easy-to-implement 
resource  that  focuses  on  an  employee's 
family  by  providing  prevention  tips, 
warning  signs,  strategies,  and  information 
on  where  to  find  help. 

A    broad    range    of  small 


HI 


and  1 


arge  organizations  —  from 


RESOURCE 


private  businesses  to  government 
agencies    to   nonprofits  —  have 
implemented  the  Parents@Work 
program  and  have  seen  what  it  can  do. 

The  one  thing  they  all  have  in 
common?  The  shared  knowledge  that 
helping  to  keep  an  employee's  family 
safe  is  —  without  a  doubt  —  one  of  the 
most  valuable  benefits  their  company 
can  ever  offer. 


To  learn  more,  visit  TbeAntiDrug.com/ParentsAtWork. 


PARENTS    WORK  |  PARENTS. 

THE      ANTI  DRUG 
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PERSONAL  BEST 


Marathon  du  Medoc 

V  I 


Oh,  the  exhaustion  of  running  from  one  wine  tasting  to  the  next  |  By  Kimi  Puntillo 


OW  THAT'S  MY  KIND  OF  MARATHON,"  MY  DOCTOR  SAID. 
Her  enthusiastic  diagnosis  came  on  the  heels  of  my  request  for 
a  medical  release  allowing  me  to  participate  in  le  Marathon  du 
Medoc,  a  26.2- mile  race  and  wine  tasting  tour  through  the 
most  famous  vineyards  of  France.  That's  right,  wine  tasting. 
Every  year  59  pedigreed  chateaus  with  names  ranging  from 
Lafite  Rothschild  to  Leoville  Las  Cases  host  9,000  runners  who 


Going  for  the  gout: 
9,000  gourmets 

compete— but  not 
too  strenuously. 


set  off  from  the  quaint  town 
of  Pauillac  in  southwestern 
France.  Rest  stops  along  the 
route  serve  them  such  refresh- 
ments as  fresh-shucked  oysters  and  grilled  beef. 
Musicians  serenade  them  as  they  pass. 

Le  Marathon  du  Medoc  bills  itself  as  the 
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longest — meaning  slowest — marathon  in 
the  world.  Its  registration  form  explicitly 
discourages  applications  from  persons  ob- 
sessed with  speed  records  or  from  anyone 
"sad,  unfriendly  or  stressed  out."  Unlike 
other  marathons,  which  typically  honor 
those  fleet  of  foot,  this  one  gives  you  a  medal 
if  you  cross  the  finish  line  (back  in  Pauillac) 
within  six  and  a  half  hours.  But  nobody 
runs  lc  Marathon  du  Medoc  for  speed.  They 


course,  the  main  therapeutic  activity  is  the 
giving  of  massages. 

It  is  customary  for  runners  to  load  up 
on  carbohydrates  on  the  eve  of  a 
marathon.  At  Fauillac  the  event,  called 
"Soiree  Mille-Pates,"  goes  beyond  the 
promised  pasta.  Last  year's  soiree  took 
place  at  the  Chateau  Peyrabon  vineyards 
and  began  with  a  cocktail  hour  that 
included  Lillet,  the  popular  French  aperi- 
tif, and  kir  (white  wine  with  a 
splash  of  creme  de  cassis). 
Linen-covered  dining  tables 
were  set  with  china,  silverware, 
menu  cards  and  four  wine 
glasses  per  person.  Waiters  filled 


Medoc  was  in  1995  at  2:20:07,  1 5  minuuj 
off  the  world  record  for  marathons.  Mar] 
pros  pass  up  the  race  for  the  good  reaso 
that  it  doesn't  award  cash  prizes.  Winneij 
instead  are  given  their  weight  in  wine. 

On  race  day  the  starting  gun  sounder 
at  a  very  civilized  9:30  a.m.  Since  a  major 
ity  of  the  runners  participate  in  cos 
tumes — some  outrageous — I  was  no| 
completely  surprised  to  see  an  entrant 
dressed  as  Cleopatra  borne  aloft  on  a  lit-| 
ter  (equipped  with  drink  holders)  carried 
by  eight  toga-clad  men.  We  ran  through 
the  narrow  cobblestone  streets  of  Fauil- 
lac, creating  bottlenecks  and  encounter- 
ing our  first  delicacies:  a  table  of  fresh 


80%  of  entrants  run  in  costume. 
Not  seen  here:  12  men  in  pink  tutus. 

do  it  for  the  wine. 

Held  every  September 
since  1985,  the  race  was 
dreamed  up  by  five  Bordeaux 
runners — four  of  them  doc- 
tors— who  wanted  to  celebrate 
pleasure,  not  pain.  Initially  five 
chateaus  and  500  competitors 
participated.  So  great  has  its 
popularity  become  that  the 
race  is  now  capped  at  9,000 
entrants,  with  20%  of  the  field 
reserved  for  foreigners.  Last 
year  223  runners  from  the  U.S. 
competed. 

Residents  of  the  province  of 
Aquitaine  account  for  roughly  1,000  of 
the  contestants.  Last  year  Thierry  Marx, 
head  chef  of  Michelin  two-star  restaurant 
Chateau  Cordeillan-Bages  in  Pauillac,  fin- 
ished in  4:27:44,  then  returned  to  his 
kitchen  to  prepare  dinner. 

The  medical  risks,  if  any,  of  combin- 
ing alcohol  with  exercise  appear  to  con- 
cern no  one,  least  of  all  the  marathon's 
doctor- founders.  Every  year  they  convene 
a  medical  conference  in  conjunction  with 
the  race  that  focuses  on  the  physiological 
effects  of  running.  Past  seminars  have 
included  "Meat  and  Long  Distance  Run- 
ning." Though  many  first  aid  tents  dot  the 


The  risks  of  combining  ALCOHOL  WITH 
EXERCISE  appear  to  concern  no  one.  


these  with  Medoc  wine,  and  the  runners 
toasted  one  another's  fortunes.  A  twenty- 
piece  band  played  until  midnight. 

Smaller,  more  genteel  dinners  took 
place  at  many  of  the  22  vineyards  that 
sponsored  their  own  teams,  runners  for 
which  are  drawn  from  a  chateau's  own 
employees,  wine  exporters  or  retailers. 
Some  chateaus  recruit  professional  ath- 
letes. Nine-time  Marathon  du  Medoc 
winner  Philippe  Remond,  for  example, 
last  year  ran  for  Chateau  Lynch-Bages. 
Remond's  participation  had  more  to  do 
with  his  interest  in  wine  (he  owns  a 
3,000-bottle  cellar)  than  in  setting 
records.  His  fastest  run  of  le  Marathon  du 


croissants,  pain  au  chocolat  and  brioches 
set  out  for  us  by  a  boulangerie. 

Leaving  town,  we  negotiated  dirt  roads 
that  cut  through  Medoc's  renowned  vine- 
yards, their  vines  heavy  with  voluptuous 
grapes.  Harvest  usually  begins  the  week 
after  the  marathon  ends.  Rounding  a  cor- 
ner, we  arrived  at  the  castlelike  Chateau 
Pichon-Longueville,  where  we  were 
served — in  glasses,  not  paper  cups — a 
lovely  sauterne,  the  first  of  many  wines  we 
would  be  tasting  in  the  hours  ahead  from 
stations  set  at  3-mile  intervals.  A  fellow 
American  confided  to  me  that  he  was  de- 
termined, despite  a  broken  toe  only  re- 
cently healed,  to  make  it  as  far  as  mile  15, 
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environment  that  more 
closely  resembles  a 
corporate  jet  than 
a  business-class  cabin." 


-The  Economist 


NEW  YORK 
LONDON 

CORPORATE  SALES:  (914)  417  2191 


Eos  introduces 

The  Commercial  Corporate  Jet.™ 

With  only  48  guests  on  a  plane  built  for  220,  everything  changes. 
Expect  a  78-inch  fully-flat  bed  on  Eos.  Expect  space  to  work  or 
dine  face  to  face.  Expect  to  be  able  to  call  us  if  you're  late  and  we'll 
meet  you  curbside  to  take  you  through  security.  Expect  to  save  time 
boarding  and  deplaning.  Expect  unprecedented  service, Expect  this 
remarkable  experience  at  a  compelling  price.  And  expect  that  with 
only  48  onboard,  things  are  going  to  be  very  different  indeed. 

Book  now  and  earn  80,000  points  good  for  travel  purchases 
on  any  airline.  No  blackout  dates-  Guaranteed. 
Please  visit  eosairlines.com  for  details. 


(888)  357  3677 
EOSAIRLINES.COM 
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Join  the  nearly  8,000  senior  executives 
from  around  the  globe  who  have  restricted 
access  to  unique  and  critical  content, 
discussion  boards,  chats  and  polls. 

Membership  in  the  CEO  Network  is 
complimentary  to  qualified  applicants. 

Email  ceoinvite@forbes.net  to  request 
your  membership  invitation. 
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Jarett  Medicine  Elk,  Northern  Cheyenne/ 
Assiniboine.  Business  major,  peer  tutor, 
illustrator,  public  and  motivational  speaker. 
To  learn  more  about  tribal  colleges, 
call  800.776.3863  or  go  to  collegefund.org. 
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where  a  first-growth  Lafite  Rothschild  v< 
being  served. 

When  we  arrived  there,  we  foun 
amid  manicured  flower  gardens,  runm 
crowded  four  deep  around  the  pourii 
table,  waiting  for  their  chance  to  taste. ! 
much  wine  had  already  flowed  that  the  ti 
of  water  used  to  rinse  glasses  had  turn 
red.  Here  and  at  other  stops,  I  saw  runne 
dancing  with  one  another. 

Official  snacks  included  banana 
raisins  and  oranges,  plus  little  cockta 
crackers  resembling  mini  pizzas.  Spect 
tors,  however,  offered  heartier  fare.  On 
butcher  provided  crackers  with  cheese 
pate  and  saucisson.  Gatorade?  There  wa 
none  to  be  seen. 

As  I  ran  on,  I  took  strength  from  know 
ing  that  oysters  awaited  me  at  mile  23.  In 
deed,  when  1  got  there,  mollusks  were  pilec 
high  in  dozens  of  tubs,  slices  of  fresh  lemor 
alongside  at  the  ready.  The  42  volunteer; 
who  had  shucked  22,000  oysters  were  cele- 
brating, slurping  down  their  own  handi- 
work and  pouring  white  wine. 

Two  more  rest  stations  stil 
remained — freshly  grilled  beef  at  mile  24 
followed  (as  a  last  course)  by  cheese  at  mik 
25 — 350  pounds  of  it,  various  kinds,  all  oi 
them  delicious.  When  at  last  I  crossed  th« 
finish,  I  found  myself  rewarded  with  a  kiss 
a  rose,  a  gym  bag  and — what  else? — a  bot- 
tle of  1 998  Medoc.  r 


On  Your  Marques 


Slots  are  already  filling  for  the  Sept.  9 
Marathon  du  Medoc.  You'll  need  to  pay 
an  80-euro  ($96)  entry  fee  and  obtain 
a  medical  release  from  your  doctor 
(see  www.marathondumedoc.com). 

Most  runners  stay  an  hour  outside 
Pauillac  in  the  town  of  Bordeaux, 
which  offers  a  wide  choice  of  accom- 
modations. But  Pauillac  itseif  has  sev- 
eral small  hotels,  among  them  the 
Cordeillan-Bages,  a  Relais  &  Chateaux 
property.  Les  Sources  de  Caudalie,  in 
nearby  Martillac  on  the  Smith  Haut 
Lafitte  vineyard,  is  both  a  luxury  hotel 
and  vinotherapy  spa  (merlot  wraps, 
Cabernet  scrubs  and  so  on).  From  its 
clubby,  tower-top  cigar  room  you  can 
gaze  out  over  the  vineyards  as  you 
exercise  your  lungs.  —  K.P. 
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The  fastest  way  to  learn 
a  language.  Guaranteed. 


"Stupendous. ..the  juxtaposition  of  text, 
sound  and  picture  was  masterful.  The 
quality  of  both  sound  and  graphics 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats,  Fortune  500®  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills.  Combining  thousands  of 
real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese  •  Russian 
Spanish  •  Swahili  •  Swedish  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


was  first  rate." 


Level  1  CD-ROM 
Level  2  CD-ROM 
BEST  VALUE! 
Level  1  &  2  Set 


The  Boston  Globe 

SAVE 
10% 

Your  Price 
5*93-  $175.50 
$202.50 

4329-  $296.10 


Personal  Edition.  Solutions  for  organizations  also  available. 

Call  today  or  buy  online 
for  a  10%  discount. 
RosettaStone.com/fbs026 
1-888-232-8823 

Use  promotional  code  fns026  when  ordering. 

RosettaStone 


Language  Learning 


Success 


r  THE  WORLD  IS  SHRMGil 


Nanoteehnology  is  changing  our  world 
...  our  dothes,  the  military,  stience, 
autos,  medical  technology  ...  every- 
thing! It's  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  www.fbrbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Fortes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  S50  off  the  regular  $149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Immigration  Service 


Watches 


MOVE  TO 

CANADA 


Join  the  many  Americans  now  living 
better  in  Canada  where  youH  find  a  safer 
lifestyle  and  lower  cost  of  living.  Learn 
why  surveys  rank  Vancouver  the  premier 
dry  in  the  world  to  live  and  work.  Let  us 
help  you  establish  a  new,  happier  life 
there,  for  your  first  or  second  home.  Call 
for  free  information  package. 

Canadian  American 
Immigration  Services,  Ltd. 

1-800-781-6670 


Forbes 


usinessClassified 


For  Advertising  Information  and  Rates  Contact: 
Media  Options:  You  can  charge  your  ad 

1  -800-442-644 1  mmgrn  r— j"  ^ 

mediopt@aol.com  fv* 


NATIONAL  WATCH  &  DIAMO 
•  BUY  •  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

8th  1  Owinut  Streets.  Phila ,  P»  "»>  >n>MK>i 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George  Hart@Amencanhm.  com 
Lending  to  $12,000,000 
Licensed  mortage  lender  in  ail  50  states 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.. .800-888-9896 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  iinneeded  life 
insurance  policies  for  cash 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $206,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barrons 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 

 $ 


Age 


Coverage 


City 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Z,p 


Ad  Code:  FORBS2/06 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  wwwnaic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Quotesmith.com,  Inc.  DBA  Insure  com  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©1984-2006  Quotesmith  com,  Inc.  All 
rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com,  Inc.dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078.  Quotesmith.com,  Inc.  dba  lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 
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Luxury  Yachting 


Rent  A  Greek 
Cruising  Palace 


And  sail 
among  the 
,000  Greek 
islands 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'  to  490'  and  $1,500  to  $200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  INFO(«  VALEFYACHTS.com  •  Website:  VALEFYACT-ITS.com 


Business  Opportunities  I  Business  Opportunities 


UNITED  STATES  PATENT 


No  Competition  -  Billion  Dollar 
Industry.  Make  more  money  in  one 
month  than  most  people  earn  in  one 
year.  If  you  can  comfortably  afford  an 
investment  of  $14,900  a  high  six 
figure  income  is  very  probable. 


Call:  888-369-1646 


LAWSUIT  PROTECTION 


Domestic  or  Offshore  Solutions 
Privacy  /Free  initial  consultation 
Protect  Business  &  Personal  Assets 

800-710-0002 

Visit  www.Assetprotection.com 


Costa  Rica 

•Timeshare  -Condo  'Lots  For  Sale 
Myrtle  Beach 
•Lots  For  Sale 
Southhampton  N.Y. 

•  Lots  For  Sale 
Hank  631-830-1276  •  Chris  516-318-7340 
Dennis  516-967-8462 
www.surfhermosa.net 


FAMILY  RESTAURANT  CH  AIN 

Businesses  &  Real  Estate 
Four  Stores  totaling  40.000  sf 
Maryland  &  Delaware  Locations 
Sales  Volume  of  S8M 
Cash  Flow  in  excess  of  $  I M 
Real  Estate  Appraised  at  $6.5M 
Offers  from  qualified  buyers  invited. 

LANDMARK  COMMERCIAL  LTD 
www.landmark-commercial.com 
800-392-2468 
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zl^W&tgrit  Loss 


INTELLIGEN 

Weight  Loss) 

Now  you  can  order  the  same  meal  replacement  shake: 
and  entrees  used  by  over  1,000  physicians  in  weight-los 
clinics  nationwide.  If  you  are  not  completely  satisfied 
for  any  reason  with  your  selection,  we  offer 
a  full  refund,  no  questions  asked. 

Call  Today 

FREE  CATALOG 
1-800-4 18-1367 

Mention  code  6003 1 

For  more  information,  visit  www.hmrprogram.com 


Ask  about  an  HMR  Program  in  your  oreo. 


HMR 


RARE  DALI  PRINTS 


If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 


Salvador  Dali 


A  RETROSPECTIVE 

of  M  aster  prints 


l-(800)-275-3254 

ask  for  Dept.  FM 

31103  Rancho  Viejo  Rd.  #2-193,  San  Juan  Capistrano,  CA.  92675 
http://w-ww.daligallery.com  .  FAX  949-373-2446 


Forbes 


MAXIMUM  PROFIT/MINIMUM  RISK 


Each  month  Forbes  Special 
Situation  Survey  selects  ONE 
stock  it  believes  is  poised  to  beat 
the  market,  (Providian  Financial 

up  51%  in  12  months). 
Consistent  record  of  profits  plus 
advice  on  when  to  take  gains,  cut 

losses.  Subscribe  risk-free  at 
$295.  Save  57%.  Get  14  impor- 
tant  Special  Reports  plus  binder 


Forbes 


Call  877-898-1265  or  go  to 
www.specialsituabon 
survey.com/frb 
Use  Savings  code:  JS05SAVE 


[The  Forbes  Collector] 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call. ..800-888-9896 
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When  Was  the  Last  Time 
You  Were  Truly  Awed  by  Anything? 

Completely  surrounded  by  100,000  acres  of  the  Coconino  National  Forest,  Seven  Canyons  is  a  truly 
unique  and  awe-inspiring  private  destination  club.  Nestled  within  Sedona's  stunningly  beautiful  red  rock  cliffs 
and  canyons,  this  is  a  club  created  to  be  a  priority  experience  in  your  life.  Seven  Canyons  offers  an  array  of 
amenities  and  activities  any  resort  or  community  would  covet.  These  encompass  a  Tom  Weiskopf  pure  golf  masterpiece 
rated  the  #1  new  private  course  in  the  Southwest  by  Golf  Digest.  Whether  you  become  a  club  member  with  golf 
privileges  or  a  member  in  residence,  you  will  always  be  treated  to  a  carefree,  pampered  vacation  centered  on 
family  enrichment  and  enjoyment.  Please  contact  us  today  for  a  personal  appointment.  Impossible  to  duplicate. 
Unthinkable  to  miss!  For  you  and  your  family... a  wonder  like  this  can  only  happen  once. 


Information  Outer:  928-203-2100  Toll-free:  866-367-8S44  email:  info@sovcneanyons.tom  u  u  w.sevencinyons.com/fm 
A  premiere  venture  by  Cavan  Real  Estate  Investments 

All  proposed  amenities,  activities  and  other  features  as  based  on  current  plans  which  are  subject  to  change  without  nonce.  Areas  and  types  of  development*  may  change. 
This  advertisement  ts  not  an  offer  to  sell,  or  a  solit  itanon  of  offers  to  buy.  in  any  jurisdiction  where  the  project  is  noi  registered  for  sale  as  required  by  state  law.  Void  wlierr 
prohibited  by  law.  Neither  the  California  Department  of  Real  Estate  nor  the  Department  or  Commission  of  any  state  has  inspected,  examined,  or  qualified  this  offering. 
Ari7ona  Department  of  Real  listate  public  report  has  not  been  issued  for  the  entire  project.  Obtain  the  property  report  required  by  f  ederal  and  Arizona  lasv  and  read  it 
before  signing  anything.  For  further  information  contact  Cavan  Realty,  the  at  928-21)3-211)0. 


Ranch  Heal  Estate 


Jewelry 


Southeastern  Oregon 
Historic  Highlands  Cattle  Ranch 


One  ownership  since  1880's.  56,552  deeded  acres.  140,000  BLM  acres. 
70  miles  year  round  streams.  5  large  reservoirs,  75  smaller  ponds. 
2,200-3,000  cow  capacity.  Elk,  Deer,  Antelope,  Upland  Birds,  Trout. 
Exclusive  Mineral  rights/  Superior  Water  Rights.  $16  million 

Wllhurn  Ranch  Brokerage  541-421-5300 


John  ±  Christian 


Designers  &  Craftsme 


Children's 

0\(ames  &  Hirthstones 


Anniversary  'Date 

in  Roman  numerals! 
December  11, 1998 

XII  XI  MCMXCVIII 


I4K:  Anniversary  $750  Convert  'Your  'Doit  Online!,  Mother's  $450  (up  to  5  nami 


Free  catalogue  RINGBOX.COM  1-888-646-64 


Capital  Available 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Eire',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto.  Fairchild,  Fazzino,  Hofmann, 
Schvaiko.  Maimon,  Tarkay,  and  More  - 
Over  20.000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Back  or  Neck  Pain? 
Disc  Replacement  is  here! 

Multi  Level  Disc  Replacement 
Lumbar  and  Cervical  discs 
Disc  Replacement  with  adjacent  fusion 
Fix  it  -  don't  fuse  it!! 
Maverick  and  Prestige  Discs 
Over  1000  done! 
Learn  more  at  www.GetADR.com 

or  call  1-866-544-8252 


Forbes  Business  Classified 


For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
1,800-442-6441 

mediopt@aol.com 


You  can  clh 


ad 


Florida  Engineering  and 
Construction  Company 
For  Sale 

Established,  Profitable,  Proven. 
Email  hortonbiokers@aol.com 
See  www.hortonbrokers.com 
or  call  941-735-8830 


Forbes 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes' 
secret  weapon  on  bonds, 
convertibles  and  preferreds. 
His  high-yielding  model  port- 
folios have  beaten  stocks  for 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high- 
yielding  fixed  income  securi- 
ties. Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  or 
www.fbrbesnewsletters.com/lehmann 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 56 1-627-71 10 


TIMESHARES 


save  up  to 


70 


% 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 

tXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Forbes 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  'rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


ASSET  PROTECTI 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banki| 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


s,  CI 

949-262-1 10[ 

•  w 

\  Health/Back  Pain 


BACK  PAIN 


There  i 
an  answer 

Send  for  FREE  informatu 
on  NEW,  guarantei 
seat  and  back  supper 
designed  by  a  leadir 
back  pain  specials 

Posture  Education 

609  Sleepy  Hollow  Rood 
Briarcliff  Manor,  NY  10510 
www.postureeducotion.com 


CALl  TOLL-FREE  1-800-392-036 


Forbes  Subscriber  Service 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call. ..800-888-9896 
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Salesgenie.  com 

Changed  My  Life 

"Since  I  got  Salesgenie.com  ,  my  sales  have  gone  up  by  40%. 
If  you  are  trying  to  find  new  prospects,  grow  your  sales,  and  make 
more  money  in  this  slow  economy,  you  better  get  Salesgenie.com"'" 

Try  FREE  for  7  Days  &  Get  100  FREE  Sales  Leads!* 

Unlimited  Sales  Leads  &  Mailing  Lists 
with  Salesgenie.com™ 

12  different  databases  with  all  the  sales  leads  & 
mailing  lists  you  need! 

13  Million  U.S.  Businesses 

2.6  Million  Brand  New  Businesses 
11.5  Million  U.S.  Executives  &  Professionals 
600,000  Manufacturers 
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THOUGHTS 

On  the  Business  of  Life 


N „„_._..._ 
awaiting  the  time  to  read.  Which  brought  to  mind  a  wee  note  from  author  Anka  Muhlstein: 
"Yours  are  the  best  reviews — most  of  them  are  the  author's  words.  I  love  it."  I  never  read  a 
book  without  pen  or  pencil,  and  the  more  there  is  to  mark  as  memorable,  quotable  or  angry-making,  the 
more  rewarding  the  time  spent.  So  our  words  in  review  of  books  are  almost  always  fewer  than  the  potpourri 
of  extracts.  How  better  to  convey  the  writer's  talent,  technique,  touch? 


-MALCOLM  S.  FORBES  (1986) 


Poor  Faulkner.  Does  he  really  think  big 
emotions  come  from  big  words?  He  thinks 
I  don't  know  the  ten-dollar  words.  I  know 
them  all  right.  But  there  are  older  and 
simpler  and  better  words,  and  those  are 
the  ones  I  use. 

—ERNEST  HEMINGWAY 


He  is  as  good  as  his  word — and  his  word 
is  no  good. 

— SEUMAS  MACMANUS 


Words  are  made  for  a  certain  exactness 
of  thought,  as  tears  are  for  a  certain  degree 
of  pain.  What  is  least  distinct  cannot  be 
named;  what  is  clearest  is  unutterable. 

—RENE  DAUMAL 


Man  docs  not  live  by  words  alone,  despite 
the  fact  that  he  sometimes  has  to  eat  them. 

— ADLAI  STEVENSON 


A  wise  man  hears  one  word  and 
understands  two. 

—YIDDISH  PROVERB 


The  greatest  romance  in  the  life  of  a 
lyricist  is  when  the  right  word  meets  the 
right  note;  often,  however,  a  Park  Avenue 
phrase  elopes  with  a  Bleecker  Street  chord, 
resulting  in  a  shotgun  wedding  and  a 
quickie  divorce. 

— E.Y.  HARBURG 


The  closer  the  look  one  takes  at  a  word, 
the  greater  distance  from  which  it 
looks  back. 

— KARL KRAUS 


/  understand  your  new  play  is  full  of  single     At  the  beginning  there  was  the  Word- 


entendre. 


at  the  end  just  the  Cliche. 


We  have  too  many  high-sounding  wora 
and  too  few  actions  that  correspond 
with  them. 

—ABIGAIL  ADA 


Words  fascinate  me.  For  me,  browsing 
in  a  dictionary  is  like  being  turned  loose 
in  a  bank. 

—EDDIE  CANTC 


When  I  feel  inclined  to  read  poetry  I  take 
down  my  dictionary.  The  poetry  of  words 
quite  as  beautiful  as  that  of  sentences.  The 
author  may  arrange  the  gems  effectively, 
but  their  shape  and  lustre  have  been  given 
by  the  attrition  of  ages. 

—OLIVER  WENDELL  HOLMES  SI 


You  can  stroke  people  with  words. 

— F.  SCOTT  FITZGERAL! 


-GEORGE  S.  KAUFMAN 


-STANISLAW  LEC 


A  Text ... 

Great  peace  have  they  which 
love  thy  law:  and  nothing  shall 
offend  them. 

—PSALMS  119:165 
Sent  in  by  Jerilyn  Keith,  Center  Point,  Tex. 
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the  |  CAN'T  DEAL  WITH 
ALL  THIS  DATA  era  is  over. 


Office 


erved  Microsoft  the  Office  logo,  OneNote,  Outlook,  and  "Your  potential.  Our  passion." araeflfher  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  Slates  an 


ream 

but  you  ve  definitely  heard  of  the  companies 
that  are  using  it  to  grow  their  bottom  line. 


AND  PITNEY  BOWES  is  helping  them  all,  from  eBay  to  New  York  Life,  plus  thousands 
of  others  across  multiple  industries.  By  optimizing  the  complex  flow  of  mail, 
documents,  email,  and  packages  that  stream  out  of,  into  and  through  your  business, 
we  can  help  you  significantly  increase  customer  acquisition,  retention  and  loyalty— and 
dramatically  decrease  costs.  And  because  we're  the  only  company  that  offers  end-to- 
end  mailstream  solutions,  from  data  management  to  personalized  document 
creation,  production,  and  distribution,  you  can  see  results  a  lot  faster. 

Visit  pb.com/mailstream  to  learn  more. 
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security 


WITH  PREEMPTIVE  PROTECTION. 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  int 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  e 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  fi 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 
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At  The  Top  Of  The  Automo  j 

At  The  Top  Of  Tfu 


THERE  IS  NO  DENYING  IT:  IN  THE  HIERARCHY  OF  AUTOMOBILES  AND  THE  COMPANIES  THAT  BUILI  ,» 
MERCEDES-BENZ  AND  THE  S-CLASS  LEAD  THE  WAY.  FOR  AS  LONG  AS  THE  S-CLASS  HAS  EXISTED,  IT  H, 
THE  STANDARD-BEARER.  FOR  AS  LONG  AS  IT  HAS  BEEN  ON  THE  WORLD'S  MOTORWAYS,  IT  HAS  BEEN  FOL 
STUDIED,  ENVIED  AND  EMULATED  MORE  THAN  ANY  OTHER  CAR. 


Model  shown  2007  S  550  For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


ustry  Is  One  Company. 

dmpany  Is  One  Car. 


ear,  we  introduce  the  ninth  and  most  revolutionary 
3n  yet:  the  2007  Mercedes-Benz  S-Class. 


ign,  it  is  a  commanding  vehicle  -  to  say  the  least.  Its 
stance,  dramatic  wheel  arches  and  sleek  lines  create 
?ther  striking  presence,  while  its  refined  curves  make 
nost  aerodynamic  S-Class  ever. 


a  world  of  true  beauty  awaits.  The 
i  center  console  are  as  functional 
are  elegant.  The  Mercedes-Benz 
D  system  places  a  world  of 
gical  wonder  at  your  fingertips.  Yet  as  advanced  and 
:ated  as  this  system  is,  it  is  refreshingly  simple  and 
From  the  driver's  seat,  the  entire  environment  is  a 
ergonomics. 

undance  of  hand-crafted  natural  surfaces  makes  the 
of  your  S-Class  a  product  of  masterful  artisanship. 
,  woods  and  metals  of  only  the  most  refined  grades  are 
.  Soft  ambient  lighting  helps  create  a  warm  and 
ing  glow  in  the  cabin.  To  be  certain,  you  and  your 
ers  are  ensconced  in  an  experience  of  luxury  as  only 
s-Benz  can  deliver  it. 


And  perhaps  no  car  boasts  more  attention  to  the  concept 
of  safety.  A  culmination  of  everything  we  have  learned  and 
pioneered  in  over  a  century,  the  2007  S-Class  is  a  moving  library 
of  patents.  An  intelligent  safety  system  coordinates  a  vast  series 
of  components  to  work  together  to  help  protect  driver  and 
passengers  before,  during  and  after  an  accident.  There  is  even 
a  night  vision  system  available  which  enables 
you  to  see  more  clearly  in  the  dark,  extending 
9th  GENERATION        your  view  of  the  road  up  to  500  feet. 

S-Class. 


Introducing  The 


Of  course,  a  discussion  of  the  newest 
generation  S-Class  would  be  incomplete  without  a  mention  of 
the  sheer  exhilaration  of  the  driving  experience.  The  car's 
Airmatic  Suspension  complements  its  copious  power  to  produce 
a  ride  which  is  at  once  ultra-smooth  and  positively  spellbinding. 
And  for  a  car  of  this  stature,  handling  is  swift  and  certain.  The 
outside  world  moves  past  in  a  silent  blur  as  the  7-speed 
transmission  helps  to  effortlessly  propel  the  car  forward. 

You'll  soon  see  the  new  S-Class  on  the  road.  Given  its 
captivating  beauty,  it  will  be  impossible  to  miss.  And  should  you 
wish  to  view  one  up  close,  simply  look  in  the  same  place  each 
of  its  predecessors  has  been  found:  at  the  top. 


Unlike  any  other. 


Mercedes-Benz 


MBUSA. 
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Subversive  Thoughts 

The  legend  is  that  during  the  Qin  dynasty 
of  the  3rd  century  B.C.  certain  books  did 
not  meet  with  favor  in  the  emperor's 
palace.  The  books  were  burned  and  dissi- 
dent authors  buried  alive. 

The  censors  are  still  at  it,  on  a  large 
scale.  A  professor  I  know  recalls  that 
when  she  was  working  in  China  two 
decades  ago,  any  letter  she  got  from  the 
States  arrived  with  a  corner  clipped  off.  It  seems  that  induj 
ous  bureaucrats  at  the  post  office  were  inserting  long,  t 
tweezers  into  the  envelope,  furling  up  the  paper  inside  ; 
removing  it  for  inspection.  Finding  nothing  counterrevc 
tionary,  they  would  carefully  reinsert  the  contents. 

It's  hard  work  policing  the  thoughts  of  a  populous  nati 
It  is  one  thing  to  suppress  undesirable  books  and  news 
pers— the  Chinese,  and  numerous  other  totalitarian  regin 
are  pretty  good  at  that.  It  is  quite  another  to  read  everyon 
mail,  especially  when  the  traffic  is  electronic.  How  many  bilU 
e-mails,  text  messages  and  Web  pages  do  the  censors  have 
keep  an  eye  on  now? 

As  Richard  C.  Morais  explains  in  his  story  on  page  90, 
Chinese  government  is  getting  help  from  U.S.  Internet  com 
nies  like  Google  and  Cisco  Systems.  "Collaborators!"  is 
accusatory  cry  from  freedom-loving  bloggers.  I  am  not 
quick  to  condemn  the  companies  that  built  China's  Inter 
filtering  system. 

For  one  thing:  What  large  U.S.  company  is  not  in  so: 
sense  collaborating  with  the  Chinese?  This  magazine  licen 
its  content  to  a  Chinese  language  publisher.  That  publishe 
free  to  accept  or  reject  any  article.  If  Morais'  article  is  omiti 
from  its  next  edition,  would  that  make  FORBES  a  collabora' 
in  censorship? 

Consider,  also,  Google's  argument  that  it  is  better  for 
Chinese  citizenry  to  have  access  to  a  bowdlerized  Web  than 
none  at  all.  In  other  words,  let's  reform  a  corrupt  regime  frc 
within.  This  argument  has  much  validity.  China's  100  milli 
Web  surfers  are  growing  ever  more  dependent  on  links 
Western  servers  in  order  to  keep  up  to  date  on  scientific  top 
and  to  keep  their  export-minded  economy  humming.  The  ce 
sors  must  be  overwhelmed.  If  the  word  "freedom"  is  banne 
how  do  you  let  in  a  statistician's  paper  on  "degrees  of  fre 
dom"?  What  a  farce. 

I  suspect  the  scientists  at  Google  are  snickering  at  Beijinj 
futile  effort  and  speculating  on  how  long  it  will  continue.  J| 
bet  is  three  years,  max. 
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Readers  Say 


Vapor  Rub 

"A  Prickly  Hedge"  (Dec.  26,  2005,  p.  96)  clearly  intended  to  pillory  me  and 
my  former  organization,  the  Lancer  Group,  starting  with  your  representa- 
tions that  my  Cessna  aircraft  and  Mercedes  racecar  were  "indulgences."  Evi- 
dence shows  that  they  were,  in  fact,  profitable,  value-generating,  taxable  and 
significant  businesses.  Nearly  all  my  assets  were  accumulated  during  the  22- 
plus  years  of  my  financial  career,  long  before  the  SEC  alleged  that  wrongdo- 
ing had  commenced  at  Lancer. 

You  say  that  "$543  million  in  cash  has  vaporized"  from  the  Lancer  Funds 
prior  to  the  SEC's  enforcement  action.  In  fact,  upon  the  SEC-selected  receiver 
taking  control  on  July  12,  2003,  the  funds  held  more  than  $800  million  in 
total  assets.  You  also  write  that  the  SEC  says  I  took  so  much  cash  out  in  fees 
for  myself  that  Lancer  couldn't  even  cover  a  fraction  of  redemptions. 
Accounting  evidence  proves  that  I  deferred  nearly  all  of  my  due  incentive 
fees  for  the  years  under  controversy  and  that  they  remain  co-invested  with 
the  funds'  investors  to  this  day.  Finally,  contrary  to  your  assertion  that 
"Lauer  himself  has  played  a  part  in  the  delay  of  justice,"  evidence  affirms 
precisely  the  opposite  is  true.  I  have  every  conceivable  incentive  to  gain  a  ver- 
dict in  this  case.  Your  article  leaves  the  erroneous  impression  that  I  have  been 
attempting  to  "hide  from  justice" — a  scandalous  mischaracterization. 


MICHAEL  LAUER 
Greenwich,  Conn. 


Rail  Nice 

We  were  very  pleased  to  capture  the 
attention  of  FORBES  in  "Through  the 
Rockies  in  Style"  (Jan.  30,  p.  129),  which 
compared  train  trips  on  VIA  Rail 
Canada  with  those  on  Amtrak.  You 
aptly  describe  the  exhilaration  of  train 
travel  through  some  of  Canada's  most 
beautiful  landscapes. 

That  said,  we  were  not  pleased  by 
the  suggestion  that  "profligate  taxpay- 
ers" subsidize  holidays  on  our  trains.  It 
is  by  pricing  our  products  strategically 
that  we  are  able  to  return  value  to 
Canadian  taxpayers.  VIA  Rail  Canada  is 
one  of  the  most  cost-effective  national 
passenger  rail  systems  in  the  world.  As 
you  note,  VLa's  budget  has  been  sharply 
cut  over  the  years.  While  public  fund- 
ing is  down  60%  since  1990,  cost  recov- 
ery is  up  123%  and  revenues  have 


increased  90%  over  that  same  perio 
In  some  of  Canada's  more  remol 
areas,  VIA  remains  a  lifeline  to  commi 
nities  as  the  only  transportation  mod 
available. 

PAUL  A.  RAYNO 
Director,  Public  Affai 
VIA  Rail  Canad 
Montreal,  Qu 

More  Fizz  Than  We  Thought 

In  "Report  Card"  (Makers  &  Breaker. 
Jan.  30,  p.  116)  we  said  that  the  stoc 
price  for  energy  drink  maker  Hanse 
Natural  rose  40%  since  July.  The  stoc 
was  actually  up  68%. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Energy  independence? 
The  answer  may  be  growini 
in  our  own  backyard. 


Corn  can  do  amazing  things.  Corn  can  be  refined  into  E85 
ethano!  —  an  alternative  fuel  made  up  of  85%  ethanol  and  15% 
gasoline  that  not  only  burns  cleaner  than  fossil  fuels,  it's  also  a 
homegrown  renewable  energy  source  that  can  help  reduce  our 
dependence  on  oil.  GM  already  has  1.5  million  FlexFuel  Vehicles 
on  the  road  that  can  run  on  gasoline  or  E85  ethanol.  And  it's 
just  the  beginning.  Join  the  ride.  Help  turn  your  world  yellow  at 
LiveGreenGoYellow.com.  Learn  more  about  E85  ethanol,  which 
GM  vehicles  can  run  on  it,  where  you  can  get  it  and  how  you 
can  make  a  difference.  One  car  company  can  show  you  how. 


All 

Types 
of  IT 


One 
Servic 
Source 


For  multi-vendor,  cross-platform  service  and  support,  Fujitsu  is  the  one. 


From  mainframes  to  servers,  notebooks, 
and  Tablet  PCs,  no  other  company  provides 
the  full  spectrum  of  services  to  support 
business-critical  computing  like  Fujitsu. 
In  addition  to  our  own  products,  we  support 
a  variety  of  platforms  such  as  Sun'",  IBM®,  and 
HP,  plus  OS/390®,  UNIX8,  Windows®  and 
Linux  environments.  We  also  provide 
services  that  improve  the  operation 
of  your  existing  IT  investments  and 
drive  down  costs.  So,  if  it's 
critically  important  to  a  ClO's  IT 
infrastructure,  we  service  it. 


PRIMEPOWER   Servers  PRIMERGY  Servers 


With  more  than  30  years  of  direct 
experience  collaborating  with  our  customf 
and  aligning  their  IT  and  business  objective 
we've  learned  what  it  takes  to  maintain  a 
wide  variety  of  complex,  mission-critical  IT 
environments — and  deliver  a  higher  level 
of  service,  for  multi-vendor  cross-platforrr 
environments.  We  provide  a  single  point 
of  contact  and  full  accountability  to 
reduce  the  complexity  and  cost  of 
support,  streamlining  operations  to 
offer  greater  business  value. 


LifeBook-  Notebooks  PRIMEQUEST "  Servers 


To  learn  more  reasons  why  ClOs  entrust  their  IT  systems  to  Fujitsu,  visit 
us.fujitsu.com/computers/services  or  call  I -800-83  I -3  1 83. 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


■ 


■ 

r  the  property  of  iheir  nespecrn 


ict  and  Comment 

Steve  Forbes,  editor-in-chief 

th  all  thy  getting  get  understanding" 


Dry  Well 


jIDENT  BUSH  ACCUSED  AMERICANS 
eing  "addicted  to  oil"  in  his  State  of 
Jnion  address.  He  might  as  well  have 
.  we  are  addicted  to  prosperity,  to 
gress.  Without  oil,  of  course,  we 
Id  be  an  infinitely  poorer  nation — 
i  par,  say,  with  Bangladesh.  Mr.  Bush 
1  put  forward  an  array  of  expensive 
:)osals  to  wean  us  from  the  use  of  this 
:k  substance — the  kind  of  mostly 
teful  and  useless  programs  we've 
i  engaging  in  since  the  late  1970s. 
The  problem  is  not  with  the  substance  itself — we've  made  im- 
sive  progress  in  curbing  pollution  over  the  last  30  years,  partic- 
ly  in  removing  lead  from  gasoline — but  with  where  we  get  the 
f.  Most  of  the  world's  oil  is  found  in  troublesome  neighbor- 
as:  the  Middle  East,  Venezuela  (now  run  by  a  crazed  Castroesque 
rtor)  and  other  unstable,  largely  undemocratic  parts  of  the  world. 
Political  rhetoric  aside,  the  only  real  alternative  to  oil  is 


Without  oil  the  U.S.  would  have  a  Third  World 
like  standard  of  living. 


nuclear  power.  Even  if  energy  from  that 
and  other  sources  expands  impressively, 
consumption  of  oil  will  grow  as  the 
world's  economy  grows.  Genuinely  use- 
ful steps— exploring  and  drilling  in  the 
Arctic  National  Wildlife  Refuge  and  the 
Outer  Continental  Shelf  (which  contains 
iISH  immense  reserves  of  oil  and  gas  that  are 
mostly  off  limits) — are  still  politically 
unpalatable.  As  is  encouraging  Mexico  in 
any  meaningful  way  to  grant  its  own 
nationals  mineral  rights.  If  oil  is  discov- 
ered in  a  Mexican's  back  yard,  Pemex,  the  state  oil  company,  will 
seize  it.  No  royalties.  Thus,  there's  no  incentive  to  explore.  Mex- 
ico lacks  the  plethora  of  wildcatters  and  smallish  companies  that 
still  find  and  produce  so  much  of  our  own  oil  and  natural  gas. 

Instead  Congress  will  likely  slap  "excess  profits"  taxes  of  var- 
ious sorts  on  our  Big  Oil  companies  and  use  the  proceeds  for 
"feel  good"  projects  that  are  largely  ineffectual. 


Why  Do  We  Let  So  Many  Die  From  Malaria? 


:e  again  president  bush  in  his  state  of  the  union 

ress  underscored  America's  determination  to  do  what  it  can  to 
'  sharply  reduce  the  incidence  of  malaria  around  the  world.  The 
ase  takes  the  lives  of  more  than  a  million  people  every  year,  with 
iren  particularly  susceptible.  Last  summer  the  President  pro- 
id  to  spend  an  additional  $1.2  billion 
five  years  to  achieve  this  goal.  But  unless 
amatic  policy  change  is  made  this  new 
rt  and  money  will  largely  be  for  naught, 
cash  will  mostly  go  to  consultants  and 
nancing  seminars  and  workshops. 
There  is  a  simple,  time-proven  way  to 
ually  eradicate  malaria:  the  judicious 
of  DDT.  Extremist  environmentalists 
e  cowed  health  officials  into  never 
l  considering  the  use  of  DDT.  We  are 
talking  about  the  large-scale,  indis- 
linate  spraying  of  the  stuff  that  was  all 


Early  overuse  of  DOT  enabled  extreme  greens  to, 
in  effect,  ban  its  use— and  millions  of  poor  people 
needlessly  have  died. 


too  common  in  the  years  immediately  following  World  War  II. 
What  we  are  talking  about  is  spraying  this  insecticide  in  small 
amounts — harmless  to  humans — on  the  interior  walls  of  houses. 

And  most  important,  this  procedure  works.  Several  years  ago 
South  Africa  suffered  a  devastating  outbreak  of  malaria,  and  despite 
the  screams  of  uninformed  environmen- 
talists and  browbeaten  international  health 
officials,  the  country  went  back  to  using  this 
method.  Result:  Within  some  18  months 
malaria  outbreaks  were  reduced  by  80%. 

It's  no  surprise  that  the  EU  has  threat- 
ened sanctions  against  Uganda,  which  is 
considering  doing  what  South  Africa  did. 
But  it's  quite  another  thing  for  the  U.S. 
Agency  for  International  Development  to 
be  dragging  its  heels  on  advocating  the 
vigorous  use  of  DDT  to  combat  malaria. 
USAID's  deadly  dilatoriness  is  an  atrocity. 


High-Handed  Injustice 


R.IDA  RECENTLY  PROVIDED  AN  EGREGIOUS  EXAMPLE  OF  JUDI- 
abuse.  By  a  5-to-2  decision  the  Sunshine  State's  highest  tribunal 
d  unconstitutional  the  state's  Opportunity  Scholarship  school 
cher  program  that  allowed  parents  to  pull  their  kids  out  of  fail- 


ing public  schools  and  place  them  in  alternative  schools,  including 
private  ones.  The  program  has  been  around  for  six  years.  It  has  not 
only  enabled  nearly  a  thousand  youngsters  to  receive  a  real  edu- 
cation but  also  spurred  faltering  schools  to  get  their  acts  together 
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Fact  and  Comment  

lest  kids — and  a  chunk  of  government  money — go  elsewhere. 

But  those  five  justices — all  appointed  hy  liberal  governors — dis- 
liked the  idea.  They  didn't  even  use  the  argument  of  concern  over 
separation  of  church  and  state.  Instead  they  pulled  out  a  sentence 
from  Florida's  constitution  about  the  government  providing  a  "uni- 
form, efficient,  safe,  secure,  and  high  quality  system  of  free  public 
schools  that  allows  students  to  obtain  a  high  quality  education." 
Normal  people  would  think  that  the  goal  of  "high  quality  education" 
wouldn't  preclude  allowing  children  to  bail  out  of  schools  not  pro- 
viding such  an  education.  Wrong.  The  court  twisted  the  word  "uni- 
form" to  prohibit  the  use  of  vouchers,  even  if  that  meant  children 
wouldn't  get  that  high  quality  education  the  constitution  promised. 
Absurd?  Bizarre?  Absolutely.  But  judges  of  this  ilk — like  typical 
tyrants  and  dictators — feel  no  constraint  in  doing  whatever  they 
want  and,  in  true  Soviet  style,  conjuring  up  some  justification  for  it. 

The  Florida  ruling  could  also  undo  that  state's  charter 
schools,  even  though  they  are  part  of  the  public  school  system. 
After  all,  charter  schools  have  curriculums  and  rules  of  opera- 
tion that  differ  from  traditional  public  schools. 

Wisconsin's  constitution  has  similar  language  about  "unifor- 
mity," but  its  state  supreme  court  upheld  Milwaukee's  voucher  pro- 
gram for  private  and  public  schools.  Now,  that  court  and  other  state 
courts — dominated  as  they  are  by  pro-union,  pro-big-government 
activists — may  use  Florida's  novel  approach  to  quash  the  national 
movement  for  genuine  reform  of  the  public  schools  via  competi- 
tion from  charter  schools  and  voucher  programs  for  private  schools. 

Under  Mayor  Michael  Bloomberg  and  Schools  Chancellor 


Joel  Klein,  New  York  City,  for  example,  has  been  making 
culean  efforts  to  turn  around  its  failing  million-student  sc 
system.  One  of  the  key  tools  of  reform  is  charter  schools, 
law  allowed  100  of  these  to  be  created,  and  now  the  city  v 
the  cap  removed  or  substantially  expanded. 

The  record  of  charter  schools  in  the  Big  Apple  has  been  im| 
sive.  One  example  is  the  Harlem  Village  Academy,  which  openj 
September  2003  with  one  class  of  fifth  graders  and  has  been  groi 
one  grade  per  year  since.  It  has  become  one  of  the  nation's  higj 
performing  urban  schools.  The  students  are  selected  through  a 
lie  lottery,  with  the  only  criteria  being  that  they  live  in  the  city.  1 
children  enter  the  academy  several  grade  levels  behind  in  math 
reading.  In  two  short  years  students  there  have  made  extraordi 
progress  in  their  math  and  reading  skills.  Village  Academy  CEG 
founding  principal  Deborah  Kenny  launched  another  charter  so 
last  fall  and  will  probably  open  more  if  the  cap  is  raised  or  discai 

No  wonder  traditional  education  bureaucrats  see  such  i] 
tutions  as  mortal  threats.  In  many  states  education  unions 
bureaucrats  are  waging  a  de  facto  war  against  charter  schoc 

Back  in  1953  President  Dwight  Eisenhower  appointed  < 
fornia  Governor  Earl  Warren  as  Chief  Justice  of  the  U.S.  Supu 
Court.  More  than  anyone  else,  Warren  was  the  prod  for  the 
court's  subsequent  hyperactivism,  which  has  since  infectec 
rest  of  the  country's  judicial  system.  Many  years  later  Ike  rue! 
and  rightfully  remarked,  "Biggest  damfool  mistake  I  ever  ma 
Florida's  youngsters  who  will  once  again  be  consigned  to  mi 
able  schools  next  fall  will  only  be  able  to  say  "amen"  to  that. 


Just  Say  No 


BB&T,  THE  NATION'S  NINTH-LARGEST  FINANCIAL  HOLDING  COM- 
pany,  announced  a  policy  the  other  day  that  other  lenders  should 
emulate  (one  just  did,  Missouri's  Montgomery  Bank).  It  will  no 
longer  make  loans  to  developers  for  private  projects  on  land  that 
was  previously  privately  owned  and  was  acquired  under  eminent 
domain  provisions.  BB&T's  policy  comes  in  the  wake  of  the  hor- 
rific Supreme  Court  decision  last  June  that  unconstitutionally 
permits  governments  to  seize  land  from  homeowners  and  small 
businesses  for  development  projects  for  nonpublic  purposes, 
such  as  office  parks  and  malls.  The  Constitution,  of  course, 
allows  governments  to  take  property  from  private  owners  at  a 
fair  price  for  public  purposes,  such  as  schools  and  highways. 


The  high  court's  decision  has  set  off  a  firestorm  of  protest, 
eral  states,  including  Texas  and  Alabama,  have  taken  steps  to\ 
banning  the  process,  and  a  number  of  others  are  considering  d 
so.  Congress  may  also  weigh  in  and  enact  legislation  that  woulc 
federal  development  aid  to  states  permitting  such  an  abuse  of  pc 

The  Supreme  Court's  ruling  is  an  invitation  to  polii 
shenanigans  and  corruption:  Politically  connected  develo 
can  use  governmental  powers  to  force  unwilling  owners  to 
their  property  for  various  schemes;  in  return  pols  will  expe 
and  get — favors,  starting  with  lavish  political  contributions 

BB&T's  move  is  a  positive  step  toward  preventing  s 
political  wrongdoing  and  enhancing  political  probity. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eater)'  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  LePerigord-405  East  52nd  St.  (Tel.:  212-755-6244).  Part  of 
the  city's  restaurant  scene  since  the  mid-Sixties,  this  estab- 
lishment continues  to  do  very  well.  Decor  and  service  are 
sophisticated  and  gracious,  and  manage  to  maintain  a  cer- 
tain freshness.  The  fare  is  delicious  in  a  very  traditional  way: 
excellent  foie  gras  and  rack  of  lamb,  superb  Dover  sole  and 
tempting  desserts. 

Mainland- 1081  Third  Ave.,  between  63rd  and  64th  streets. 
(Tel.:  212-888-6333).  A  large,  popular  (read  crowded),  dra- 


matic new  eatery  whose  waitstaff  seems  harried  and  distract 
and  whose  food  is  mediocre.  The  Peking  duck  is  not  cris 
enough,  and  the  dumplings  and  noodles  are  ordinary,  at  be 
Desserts,  however,  are  unexpectedly  wonderful  and  far  abo 
those  served  at  most  other  Chinese  restaurants  in  town. 
•  Cookshop-156  10th  Ave.,  at  20th  St.  (Tel.:  212-924-444( 
Lively,  stylish  place  serving  simple,  straightforward  and  de 
cious  fare.  Strip  steak,  pasta  and  scallops  are  all  perfect 
prepared.  Desserts  are  scrumptious. 
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I  you  want  to  express  your  devotion  to  The  Dow,  nothing  says  it  like  Diamonds  (DIA).  Exchange  traded  funds 
i  that  give  you  30  blue  chips,  the  entire  Dow  Jones  Industrial  Average,  in  every  single  share.  They're  tax  efficient, 
lave  low  management  fees,  too.  Like  stocks.  Diamonds  can  be  traded  all  day  long,  are  subject  to  similar  risks, 
l)f  course,  your  usual  brokerage  commission  applies.  Ask  your  advisor  for  details.  Or  forever  hold  your  peace. 
.DowDiamonds.com.  Ticker  symbol  AmexzDIA.  The  30  blue-chip  companies  of  The  Dow  in  every  share. 
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An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefully  before  investing. 
To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.DowDiamonds.com  or  call  1-800-843-2639.  Please  read 
the  prospectus  carefully  before  investing.  Dow  Jones  Industrial  Average,'1"  The  Dow®  and  Diamonds'1'  are  trademarks  of  Dow  Jones  & 
Company,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  Diamonds  are  not  sponsored,  endorsed,  sold  or  promoted  by  Dow 
Jones  and  Dow  Jones  makes  no  representation  regarding  the  advisability  of  investing  in  Diamonds.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  Diamonds  Trust,  a  unit  investment  trust. 
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Some  think 
competition. 

We  think 
partnership, 


Since  1856,  we  have  focused  on  bringing  new  perspectives  to  our  clients.  Understanding 
the  past,  but  shaped  by  the  future.  Always  looking  at  opportunities  and  challenges  from  a 
different  point  of  view.  Bringing  together  new  partners  to  achieve  results  that  can  make  the 
difference  for  our  clients.  Because  our  sole  ambition  is  to  turn  your  vision  into  a  reality. 
www.credit-S'.  se.com 
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Other  Comments 


There  is  a  difference  between  responsible  criticism  that  aims  for  success 

and  defeatism  that  refuses  to  acknowledge  anything  but  failure. 
Hindsight  alone  is  not  wisdom,  and  second-guessing  is  not  a  strategy. 

—PRESIDENT  GEORGE  W.  BUSH,  2006  State  of  the  Union  address 


World  War  of  Ideas  It  is  one  thing  to  tell  the  truth 

even  when  it  damages  your  friends.  It's  another  to  tell  untruths 
in  order  not  to  offend  your  enemies.  It's  one  thing  to  give  the 
devil  his  due.  It's  another  to  do  the  devil's  public  relations.  How 
else  to  explain  a  dispatch  from  the  Associated  Press  referring  to 
Osama  bin  Laden  as  "an  exiled  Saudi  dissident"?  Such  spin  may 
not  be  inaccurate  but  it's  like  calling  Jeffery  Dahmer  an  "eccen- 
tric gourmet."  It  rather  misses  the  point,  don't  you  think? 

—CLIFFORD  D.  MAY,  president, 
Foundation  for  the  Defense  of  Democracies 

Old  Wine  in  New  Bottles  The  President  [in  the 

State  of  the  Union  address]  offered  bracing  new  rhetoric  about 
where  he  would  like  to  take  energy  policy  in  the  coming  year,  but 
he  suggested  little  more  than  a  bit  more  money  for  the  same  old 
programs  that  have  failed  in  the  past.  It  reminds  me  of  the 
metaphor  about  "old  wine  in  new  bottles."  Regarding  the  rhetoric, 
it's  odd  that  the  President  would  complain  that  America  is  "ad- 
dicted to  oil."  Another  way  of  putting  it  is  that  [we]  are  attracted 
to  the  lowest  cost  sources  of  energy  to  meet  [our]  energy  needs. 
It's  a  bit  distressing  to  call  that  sensible  inclination  an  "addiction." 

As  far  as  new  subsidies  for  coal,  wind,  solar,  nuclear  and 
ethanol  energy  are  concerned,  if  those  technologies  have 
economic  merit,  no  subsidy  is  necessary.  If  they  don't,  then  no 
subsidy  will  provide  it.  Those  subsidies  have  failed  to  produce 
economic  energy  in  the  past,  and  there  is  little  reason  to  expect 
that  they  will  do  so  in  the  future. 

—JERRY  TAYLOR,  Cato  Institute 

Relearning  Schooling  [Almost  all  of  the]  voucher  pro- 
grams enacted  so  far  have  been  limited,  directly  or  indirecdy,  to 
low-income  families,  and  some  have  not  permitted  parents  to  add 
on  to  the  voucher,  thereby  limiting  the  tuition  that  can  be  charged. 


'The  i  on  ■  nltants  are  here." 


They  are  what  I  call  charity  vouchers,  not  educational  vou( 
They  have  served  their  limited  purpose  well.  [But]  even  if 
vouchers  were  much  more  widespread,  they  could  not  provic 
kind  of  market  needed  to  stimulate  innovative  experimentati 
is  as  if  when  automobiles  or  television  were  in  their  infancy  the 
ernment  had  prohibited  charging  more  than  a  very  low  price, 
function  played  by  the  rich  is  to  finance  innovation.  They  bougl 
initial  cars  and  TVs  at  high  prices  and  thereby  supported  pre 
don  while  the  cost  was  being  brought  down,  until  what  starte< 
as  a  luxury  good  for  the  rich  became  a  necessity  for  the  poor. 

An  educational  voucher  of  reasonable  size,  though  less 
the  current  government  spending  per  student,  that  was  avai 
to  all  students  regardless  of  income  or  race  or  religion  and 
did  not  prohibit  add-ons  or  impose  detailed  regulation 
start-up  service  providers  would  end  up  helping  the  poor  r 
than  a  charity  voucher — not  instandy,  but  after  a  brief  peric 
competition  did  its  work.  Just  as  the  breakup  of  the  Ma 
monopoly  led  to  a  revolution  in  communications,  a  breaki 
the  school  monopoly  would  lead  to  a  revolution  in  schoolii 
—MILTON  FRIEDMAN,  School  Choice  Adv, 

Level  Playing  Field  Let  the  children  of  the  rich 
poor  take  their  seats  together  and  know  of  no  distinction 
that  of  industry,  good  conduct  and  intellect. 

— TOWNSEND  HA 


Senseless  Death  Wish  The  perception  that 

spraying  is  dangerous  has  long  since  been  debunked  An  EPA  h 
ing  as  long  ago  as  1972  concluded  that  "DDT  is  not  carcinoge 
mutagenic  or  teratogenic  to  man"  and  that  "these  uses  of  DDT 
fight  malaria]  do  not  have  a  deleterious  effect  on  fish,  bi 
wildlife,  or  estuarine  organisms."  A  few  individuals  at  green  j 
fits  like  the  World  Wildlife  Fund  and  Greenpeace  have  grudgu 
started  to  admit  that  there  is  a  place  for  DDT  in  malaria  com 
But  their  organizations  continue  to  oppose  the  use  of  inse 
cides.  Likewise,  USAID  pays  lip  service  to  DDT's  usefulness, 
year  the  agency's  then  director]  wrote  that  "USAID  does  nc 
any  way  prohibit  the  use  of  DDT  in  malaria  programs,  if  v 
ranted  in  a  particular  country  setting."  That  is  not,  however, 
same  as  saying  the  agency  promotes  its  use,  and  the  fact  is 
USAID  seldom  if  ever  concludes  that  DDT's  use  is  "warrante 

— Wall  Street  Jour 

Act  Conditions  are  never  just  right.  People  who  delay  act  I 
until  all  factors  are  favorable  are  the  kind  who  do  nothing. 

—WILLIAM  FEATHER 
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The  New  Infiniti  FX 


You  never  thought  you  could  feel  this  way.about  an  SUV. 
Now  it's  double-parked  in  your  central  nervous  system.. 


introducing  the  320-horsepowerV8Mnfiniti  FX.  Brave.  By  design.  gg*  :> 

With  its  low-slung,  roofline  designed  to  give  it  an  aggressive  posture.  And  its  fiat,  horizontal  (ine  designed 
to  portray  rnotion.  even  at  rest.The  Infinitl.FX  is  not  just  an  SUV.  It's  the  SUV  inspired  by  sports  car  design.  yJ 
With  20-inch  wheels-  pushed  to.the  edges  of  the  vehicle  for  a  more  fluid  ride.  The  engine  positioned  nearer 
to  its  center  of  gravity  for  exceptional  balance.  And  a  sport-tuned  exhaust  system  whose  throaty  growl 
serves  as  a  constant  reminder  that  the  FX  is,  in  fact,  more  than  just  an  SUV.  Visit  Ihfiniti.com- 


"Optional,  feature.  Always  wearyour  wat  belt,  andplease  tfon't  tlriivk  and'dri^.  IN«Ni?l'.  arid;lNFI^TV'rno:tl;f  1  names  are  Nissan,  trademark-!.  ^2006  INflNITI. 

.  Division  of  Nissan  North  America,  Inc.  -■  "•   '■         '   "    ■    ',.'/■       ,  '  !'y"t  '  ■'■'.•":(  .  '"        -  ''V-  f-'.  'vj 


O2006  Sharp  Coi 


Any  MFP  can  print  colorful  growth  charts. 
How  many  can  actually  help  you  achieve  them? 


INTRODUCING  THE  SHARP  MX-SERIES.  Thanks  to  the  revolutionary 
Open  Systems  Architecture,  these  multifunction  products  seamlessly  integrate  with  your 
network  to  keep  up  with  your  growing  business.  They  also  deliver  outstanding  color  and 
enhanced  productivity.  No  Wonder  Sharp  MFPs  won  the  BLI  award  for  "IT  Friendliness." 
To  start  your  own  renaissance  of  color,  visit  sharpusa.com/documents 
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SCALABILITY 


SECURITY 


BBB^BB  guidelines  lor  energy  efficiency 


-  Security  [ 
Scalability 
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Paul  Johnson 
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Creators  Versus  Critics 


■  OF  THE  FASCINATING  THINGS  ABOUT  STUDYING  HISTORY  IS 
ee  the  way  in  which  man's  extraordinary  creative  and  inven- 
faculties  are  in  a  continual  battle  with  his  critical  and 
ructive  faculties.  If  only  the  first  were  in  operation,  human- 
vould  have  advanced  far  more  rapidly.  We'd  now  be  enjoying 
g  standards  we  won't  reach  until  3000  A.D.  to  4000  A.D. 
d  be  making  regular  trips  to  our  solar  system's  planets  (and 
oiting  them)  and  possibly  to  the  stars  beyond. 
But  the  other  aspects  of  man's  nature  act  as  a  continual  brake 
rogress.  I'm  not  thinking  so  much  of  war,  since  it's  as  effective 
romoting  invention  and  creativity  as  it  is  at  destroying  existing 
ilth.  World  War  II,  for  instance,  accelerated  enormously  the 
elopment  of  radar,  electronics,  jet  propulsion  and  nuclear 
rgy.  What  I  mean,  rather,  is  our  negative  propensity  to  find 
50ns — especially  moral  or  scientific  ones — to  oppose  the  cre- 
e  forces  in  the  world.  A  primary  example  of  this  was  the  mid- 
ti-century  reaction  to  the  capitalist  Industrial  Revolution. 
Just  as  a  disruptive  and  painful  period  of  capital  accumulation 
coming  to  an  end  in  advanced  economies  such  as  Britain's — 
*es  were  rising,  working  hours  decreasing  and  factory  conditions 
proving — along  came  thinkers  like  Karl  Marx,  who  argued  that 
italism  was  an  unprecedented  threat  to  human  happiness.  They 
ceeded  in  setting  up  a  collectivist  counterforce  to  capitalism  that 
intained  itself  intellectually  for  a  century  and  at  one  time  con- 
led  nearly  a  quarter  of  the  world's  surface  area,  killed  scores  of 
lions  and  wasted  untold  trillions  of  dollars  of  wealth.  This  force 
not  discredited  until  the  late  1980s,  when  Soviet  Communism 
an  to  collapse  and  its  Chinese  cousin  embraced  capitalism. 

ever  Critics 

ring  the  20th  century  a  series  of  revolutions  in  technology  again 
de  it  possible  to  accelerate  the  production  of  wealth  and  im- 
ve  the  ways  in  which  it  is  distributed  to  reach  even  the  poorest 
laves  of  the  world.  But  once  again  the  negative  critical  and  de- 
lctive  forces  have  combined  to  put  the  brakes  on  and,  if  possi- 
reverse  this  process.  Clever  people  calling  themselves  environ- 
ntalists,  human  rights  campaigners,  tort  lawyers,  etc.  have  played 
fears  and  superstitions  and  employed  ingenious  arguments  based 
science  and  pseudoscience  to  mount  a  counteroffensive  against 
oitalist  advances.  They  have  used  the  courts,  media,  international 
ferences  and  laboratories — all  with  enormous  cunning  and 
rontery — to  win  many  partial  and  some  absolute  victories. 
One  of  their  biggest  successes  has  been  to  halt  the  building  of 
clear  power  plants  in  the  U.S.,  Britain  and  other  countries.  This  has 


seriously  increased  the  destructive  impact  of  the  oil  shortages  brought 
on  by  China's  and  India's  industrialization.  At  the  same  time  envi- 
ronmentalists, claiming  that  global  warming  is  the  result  of  industrial 
activity,  seek  to  force  compulsory  limits  on  greenhouse  gas  emis- 
sions, which  will  hugely  reduce  industry's  efficiency  and  profitabil- 
ity. This  frontal  attack  on  the  production  and  profitability  of  the 
capitalist  system  is,  in  its  own  way,  as  dangerous  as  Marxism  was. 

Capitalism  is  also  being  slowed  down  and  damaged  by  tens  of 
thousands  of  lawyers  who  have  discovered  they  can  use  the  courts 
to  transfer  vast  sums  of  money  from  business  to  individuals  who 
believe  they've  been  harmed  by  business,  in  the  process  enriching 
the  legal  profession  and  its  more  active  entrepreneurs.  In  this  war 
between  business  and  its  enemies,  the  brains  are  evenly  divided  on 
both  sides  of  the  trench.es.  There  are  as  many  clever  young  men 
and  women  pouring  out  of  college  and  going  into  jobs  that  make 
them  critical  of  capitalism  as  there  are  going  into  junior-executive 
work  in  finance  and  industry — a  fact  of  life  likely  to  continue. 

Government's  Role 

Criticism  is  a  luxury  advanced  civilizations  can  afford,  but  creativ- 
ity is  an  essential.  Government  must  uphold  the  rule  of  law.  But  if 
it  becomes  too  evenhanded  in  the  barde  between  the  creative  and 
the  critical  and  leaves  the  creators  to  fend  for  themselves,  it's  certain 
that  growth  will  eventually  slow  down  and  the  economy  stagnate. 

This  is  what's  happened  in  the  Eurozone  over  the  past  decade. 
The  result:  huge  unemployment  and  about  zero  growth.  This  also 
happened  in  Britain  in  the  1960s  and  1970s,  until  Margaret  Thatcher 
took  office.  By  swinging  government  heavily  onto  the  side  of  wealth 
production,  she  changed  Britain  from  a  low-growth  to  a  high-growth 
economy.  But  the  positive  effects  of  this  are  now  wearing  off.  The 
impact  of  New  Labour — in  power  for  nine  years — has  been  to  align 
government  behind  the  critics  and  negative  forces  in  society.  The 
economy  is  slowing,  and  bad  times  are  ahead  for  capitalism  in  Britain. 

U.S.  administrations  over  the  past  25  years  have,  on  the  whole, 
given  business  a  square  deal,  and  the  American  economy  has  con- 
tinued to  grow.  President  Bush's  refusal  to  sign  the  Kyoto  treaty 
was  symbolic,  a  signal  act  of  courage  reflecting  the  economics  of 
common  sense.  But  there  are  many  signs  that  the  critics  are  gath- 
ering strength.  More  regulations  being  imposed  at  state  and  fed- 
eral levels,  rising  antibusiness  litigation  and  hostility  in  the  media, 
fueled  by  criminal  trials  and  scandals,  bode  ill  for  growth. 

Left  to  themselves,  the  creative  forces  in  society  will  always 
deliver,  but  keeping  them  reasonably  free  to  do  so  is  a  perpetual, 
grinding  battle.  It  is  one  that  must  never  be  lost.  F 


Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Small- Jet  Market  Heats  Up 


T  MONTH  I  ENDURED  AIRLINE  PURGATORY  DURING  TRIPS  TO 
;sissippi,  South  Carolina  and  Florida.  Each  trip,  including  the 
home  to  California  from  Orlando,  required  two  flights.  I  was 
over  more  times  in  Atlanta  than  Pvhett  Butler.  I  ate  enough 
:ken-fried  steak  at  Paschal's  Southern  Delights  in  the  Harts- 
d-Jackson  Atlanta  International  Airport  to  drop  a  moose. 
The  air  carriers  are  not  to  blame.  What's  broken  is  the  hub- 
1-spoke  system.  Its  inefficiencies  drive  you  nuts.  Consider  my 
i  from  Laurel,  Miss,  to  Kiawah  Island,  S.C.  on  Jan.  26: 
0-minute  drive  from  Laurel  to  Jackson 
)ne-hour  wait  in  the  Jackson-Evers  International  Airport 
)ne-hour  flight  to  Hartsfield-Jackson  Atlanta  airport 
wo-hour  layover  in  Atlanta 
)ne-hour  flight  to  Charleston,  S.C. 

0  minutes  to  deplane  and  find  driver 

5-minute  drive  from  Charleston  International  Airport  to  The  Sanc- 
ry  resort  on  Kiawah  Island.  Total  travel  time:  7  hours,  45  minutes. 

This  is  insanity.  My  own  airplane,  a  Cirrus  SR22,  which 
ises  at  210mph,  could  have  made  the  trip  from  Hesler-Noble 
Id  in  Laurel  to  Executive  Airport  in  Charleston  in  2  hours,  30 
nutes.  Add  2  hours  for  flight  prep  and  car  trips  to  and  from 

airports  and  you  get  4  hours,  30  minutes  in  a  single-engine 
ton  airplane,  versus  7  hours,  45  minutes  in  a  commercial  jet. 

1  rarely  use  my  own  plane  for  business  travel.  I'm  not  a  good 
)ugh  pilot  to  joust  with  bad  weather  and  high-pressure  schedules. 
I'll  be  the  first  in  line  to  use  air  taxis  when  they  become  available. 


f  ir  Taxis  Are  Coming— Sort  Of 

:  at  day  is  getting  closer.  Eclipse  Aviation  will  have  in  play  its 
-olutionary  minijet,  the  Eclipse  500,  by  mid-2006.  As  readers 
this  column  know,  I've  followed  Eclipse  for  six  years.  It's  a 

inarkable,  bold  idea — a  430mph  six-seat  jet,  selling  for  $1.5  mil- 

ijn  new,  that  has  fuel  efficiencies  stingier  than  most  twin- 
gine  prop  planes.  I  flew  the  Eclipse  last  July  and  was  stunned  by 

ii  ability  to  get  into  airstrips  as  short  as  2,500  feet.  Eclipse  has  been 
xessful  in  raising  money — more  than  $450  million  to  date,  a 

junk  of  it  from  Bill  Gates.  Expect  an  Eclipse  IPO  later  this  year. 

'  Another  startup,  Adam  Aircraft  of  Denver,  will  hit  the  market 
3n  with  its  A700  Adamjet.  This  is  a  bigger  jet,  seating  four  aft  of 

I  cockpit  and  sporting  plenty  of  legroom  and  a  potty.  The  A700 

Equivalent  in  size,  though  slower  than,  a  Cessna  Citation  CJ1+. 

lit  at  $2.3  million  the  A700  will  cost  only  52%  of  the  CJ1+. 

I  Cessna  will  wade  into  the  market  later  this  year  with  its  four- 
ssenger  Mustang,  which  is  larger  than  the  Eclipse  500  but 
taller  than  the  A700.  The  Mustang  will  cost  a  heftier  $2.6  mil- 

ln,  but  many  will  pay  the  premium  because  of  Cessna's  ster- 

ig  reputation  for  quality,  safety  and  service. 


Being  able  to  fly  point-to-point  for  the  cost  of  a  business- 
class  ticket  holds  enormous  appeal — especially  in  regions  such 
as  the  Southeast  that  are  booming  with  population  growth  and 
new  businesses.  But  in  all  likelihood  the  air-taxi  market  will  be 
slow  out  of  the  gate.  I  don't  expect  it  to  explode  onto  the  scene 
but  to  emerge  steadily  over  the  next  ten  years.  The  leading  con- 
tender in  this  new  field  is  POGO,  founded  by  former  People 
Express  entrepreneur  Don  Burr  and  Burr's  son  Cameron  and 
now  led  by  ex- American  Airlines  CEO  Robert  Crandall.  Cran- 
dall,  of  course,  is  known  as  a  very  tough  financial  guy.  I  doubt  he 
and  POGO  will  be  the  first  volume  buyers  of  these  new  jets. 

Jets  are  complex  machines  that  must  endure  all  manner  of 
weather,  from  sultry  105-degree  days  in  Atlanta  to  minus-70- 
degree  temperatures  at  41,000  feet.  Jets  get  bounced  around  in 
thunderstorms  and  in  mountain  turbulence,  as  well  as  by  ham- 
handed  pilots.  You  can't  pull  a  jet  to  the  side  of  the  road  when 
stuff  fails.  Yet  air- taxi  jets  will  have  to  prove  near  100%  dispatch 
reliability  while  logging  2,000  hours  a  year,  or  the  air-taxi  oper- 
ators won't  buy  them.  Jets  make  money  only  when  they  fly. 

For  these  reasons  I  think  the  surprise  player  in  the  minijet  mar- 
ket could  be  Embraer,  the  Brazilian  maker  of  1 10-seat  regional  jets. 
Last  November  Embraer  rocked  the  aviation  world  by  announcing 
its  own  minijet,  the  Embraer  Phenom  100.  Embraer 's  entry  won't  hit 
the  market  until  mid-2008.  But  it  will  be  as  big  as  the  Cessna  CJ1+, 
fly  almost  as  fast  (437mph  vs.  448mph)  and  sell  for  $2.75  million. 

Most  important  is  the  Embraer  heritage.  This  manufacturer 
knows  how  to  build  tough  planes  that  log  near-perfect  dispatch 
rates  over  near-constant  use.  That's  bound  to  appeal  to  the 
hardheaded  Crandall— so  much  so  that  I'm  guessing  POGO 
will  wait  a  couple  years  for  the  Embraer  Phenom  100. 

At  the  really  tiny  end  of  the  market,  watch  Cirrus  Design. 
I  love  this  company  (enough  to  have  recently  bought  one  of  its 
single-engine  piston  airplanes).  Cirrus  is  considering  a  single- 
engine  jet  aircraft  to  compete  with  single  turboprops  from  New 
Piper  and  EADS  Socata.  It  presumably  will  cost  less  than  $1  mil- 
lion. The  jet  industry  produces  a  lot  of  hot  air,  but  Cirrus  has  a 
remarkable  record  of  delivering  on  its  promises.  After  just  six 
years  of  selling  FAA-certified  aircraft,  the  Duluth,  Minn,  privately 
held  company  in  2005  surpassed  Cessna  in  sales  of  piston  air- 
craft, as  measured  by  dollar  volume. 

America  awaits  a  real  air-taxi  system.  Bring  it  on!  F 

Corrections.  From  Jan.  30:  Paul  Allen  and  Bill  Gates  didn't  write  BASIC,  but 
Altair  BASIC,  a  programming  language.  From  Feb.  13:  God  help  me,  I  stated  the 
number  of  U.S.  senators  as  50  instead  of  100— the  triumph  of  hope  over  fact! 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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Well-Fixed 

I  HE  PRESENT  VALUE  OF 
the  pension  of  Colgate- 
Palmolive  boss  Reuben 
Mark,  67,  is  $36  million,  tops 
among  aging,  big-company 
honchos  still  working,  an 
academic  study  calculates. 
Harvard  Law's  Lucian  A. 
Bebchuk  and  Robert  L.  Jack- 
son Jr.  write  that  executive 
compensation  estimates, 
which  focus  on  salary  and 
option  grants,  often  don't  in- 
clude future  pension  benefits  that  would  boost  executive  pay  not 
dependent  on  future  stock  price  by  as  much  as  39%.  Next  in  the 
study:  $23  million  for  Jeffrey  L.  Bleustein,  66,  of  Harley-Davidson 
and  Angelo  R.  Mozilo,  67,  of  Countrywide  Financial.  Lee  R.  Ray- 
mond (above)  just  retired  from  ExxonMobil  with  a  stash  esti- 
mated at  $73  million.  — Janet  Novack  and  William  P.  Barrett 

Don't  Blame  Us 

Despite — or  perhaps  because  of — record  numbers  of  corporate 
restatements  atop  well-publicized  fraud  cases,  accounting  firms 
are  pushing  hard  to  be  even  less  accountable  for  botched  audits. 
KPMG  got  clients  Accenture  and  AARP  Funds  to  give  up  any  right 
to  punitive  damages  and  agree  that  any  disputes  will  be  resolved 
by  closed-door  tribunals.  Ernst  &  Young  won  the  same  terms 
from  Silicon  Graphics  and  Sun  Microsystems.  Federal  banking 
regulators  are  trying  to  block  such  limits.  The  accountancies 
aren't  satisfied  with  legislation  enacted  in  1995  that  sharply  cut 
their  liability.  Indeed,  only  five  securities  class  actions  were  filed 
against  auditors  during  2005.  Asks  a  bewildered  Lynn  Turner, 
Securities  &  Exchange  Commission  ex-chief  accountant,  "What 
are  the  auditors  complaining  about?"  — Elizabeth  MacDonald 


No  Longer  Passing  the  Buck  It  Colled 

The  Internal  Revenue  Service  has  proposed  rules  that  woul« 
quire  tax  preparers  to  get  client  consent  before  outsourcing 
work  abroad.  The  feds  acted  after  prodding  led  by  Represent; 
Edward  J.  Markey  (D-Mass.)  about  possible  privacy  violation 
foreign  workers  not  subject  to  U.S.  jurisdiction.  The  rules  wc 
require  that  consent  be  "voluntary  and  knowing"  and  prohibi 
preparers  from  badgering  customers  who  refuse  to  agree.  Tr 
an  agency  about-face:  In  2004  this  page  quoted  IRS  Comi 
sioner  Mark  W.  Everson  as  saying  such  enforcement  lay  with 
Federal  Trade  Commission,  not  the  IRS. 

Heads  Uncle  Sam  Wins,  Tails  You  Los 

The  U.S.  Tax  Court  says  a  federal  contractor's  employee  at 
McMurdo  Station  in  Antarctica  can't  invoke  the  federal 
making  tax  free  up  to  $80,000  of  earned  income  in  a  "fort 
country."  For  the  purpose  of  tax  law,  Judge  Juan  Vasquez  wr 
Antarctica  is  sovereignless  and  thus  not  another  nation, 
brushed  aside  a  1993  Supreme  Court  ruling  that  the  botlon 
the  Earth  was  indeed  a  foreign  country.  That  decision,  interp 
ing  the  Federal  Tort  Claims  Act,  barred  a  lawsuit  by  the  widov 
a  worker  killed  in  an  Antarctic  accident. 


Short-Sellers  Might  Be  Waiting,  Too 

Sporting  complicated  financials  and  its  third  name  in  five  year 
Axial  Vector  Engine,  a  Portland,  Ore.  outfit  touting  a  supe 
efficient  motor,  recently  predicted  its  earnings  for  the  fisc 
year  ending  June  2008  would  be  $140  million.  That's  prett 
ambitious  for  a  company  whose  statements  display  not  on 
penny  of  operating  revenue— let  alone  profit— since  Dec.  3( 
2002.  At  a  recent  $4.35  each,  the  shares,  71%  controlled  b 
Portland  investor  Samuel  J.  Higgins,  have  a  paper  value  c 
$144  million.  Just  you  wait,  the  firm  says.  —W.P.I 


Here's  One  Way  That  Elite  Higher  Education  Stays  Elite 


None  of  the  billion-dollar-endowment  colleges  with  the  highest  annual  percent  change  in  their  tax-free  stash  kept  their  latest 
yearly  tuition-and-fee  increase  under— or  even  equal  to— the  country's  inflation  rate  of  3%.— W.P.B. 


ENDOWMENT 

ONE-YEAR  CHANGE 

ENDOWMENT 

ONE-YEAR  CHANGE 

SCHOOL 

($BIL) 

ENDOWMENT 

COST 

SCHOOL 

(SOIL) 

ENDOWMENT 

COST 

Stanford 

$12 

23.0% 

4.5% 

Virginia 

$3 

15.2% 

5.1% 

Yale 

15 

19.4 

5.5 

Harvard 

25 

15.0 

Michigan 

5 

18.4 

12.3 

Northwestern  4 

14.9 

5.7 

Notre  Dame 

4 

17.9 

6.9 

Vanderbilt 

3 

14.5 

5.8 

Cornell 

4 

16.6 

4.3 

Yeshiva 

1 

14.5 

10.5 

Amherst 

1 

16.2 

5.3 

MIT 

.  7 

14.4 

4.9  , 

Columbia 

5 

15.5 

5.6 

use 

3 

14.4 

4.9 

Duke 

4 

15.5 

5.5 

Chicago 

4 

14.3 

5.0 

Sources  National  Association  of  College  &  University  Business  Officers;  College  Board;  Federal  Reserve  Bank  of  Minneapolis. 
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sllRVANA 

VAI  LABLE 

J  1/16TH  SHARES. 


Some  people  spend  their  lives  striving  for 
that  ultimate  state  of  bliss.  A  fortunate  few, 
however,  experience  it  each  time  they  fly 
Netjetsf  where  almost  anything  is  possible. 
As  the  company  that  created  the  fractional 
industry,  Netjets  enables  you  to  experience 
the  control,  luxury  and  convenience  of 
private  jet  ownership.  Those  benefits  are 
yours,  regardless  of  the  fraction  you  own  - 
from  a  1/1 6th  share  with  50  hours  of  annual 
flight  time  to  an  entire  aircraft.  All  offer 
access  to  the  world's  largest,  most  varied 
fleet,  comprised  of  more  than  600  aircraft 
across  14  different  aircraft  types,  giving 
you  the  opportunity  to  interchange  to  another 
plane  as  circumstances  dictate.  And  with  a 
dedicated  Owner  Services  Team  seeing  to  all 
your  needs,  you'll  come  to  know  the  joy  of 
effortless  travel,  which  in  this  day  and  age  is 
something  to  which  we  can  all  aspire. 
1-877-356-0754      I  www.netjets.com 


NETJETS* 

Leave  nothing  to  chance 


©  2006  Netjets  Inc.  |  Netjets  is  a  Berkshire  Hathaway  company. 


On  My  Mind 


By  C.  Gregory  Ruffennach,  a  Washington,  d.c.  attorney  who  provides  compliance  information  to  mining  companies 


How  Not  to  Protect  Workers 

The  Sago  mine  disaster  is  proof  that  Congress  needs  to  deregulate  mine  safety. 


IN  THE  WAKE  OF  THE  DEATHS  OF  A  DOZEN  MINERS  AT  THE  SAGO 
coal  mine  in  West  Virginia  this  January,  Congress  is  demanding 
that  the  federal  government  take  another  look  at  mine  safety.  A 
delegation  led  by  senators  Robert  Byrd  (D-W.  Va.)  and  Jay  Rock- 
efeller (D-W.  Va.)  wants  to  raise  the  penalties  for  safety  violations 
assessed  by  the  Mine  Safety  &  Health  Administration  (MSHA). 

That's  the  wrong  approach.  Coal  mine  fatalities  started  to 
drop  way  back  in  1910.  After  1969,  when  the  federal  government 
first  introduced  punitive  law-enforcement  tactics  that  included 
fines  for  all  violations,  the  decline 
in  fatalities  per  million  tons  of 
coal  mined  did  not  accelerate.  The 
safety  trend  is  driven  by  market 
forces  and  not  by  law  enforce- 
ment. A  mine  operator  who  isn't 
concerned  about  safety  will  see 
insurance,  accident  and  compen- 
sation costs  eat  away  at  its  bottom 
line.  Tougher  law  enforcement  is 
ultimately  working  against  the 
goal  of  zero  mining  fatalities. 
Here's  how. 

•  Regulations  create  a  rule- 
bound  mentality  that  stymies  the 
adoption  of  safety  innovations.  At 
a  recent  hearing  Senator  Tom 
Harkin  (D-Iowa)  demanded  to 
know  why  more  U.S.  coal  mines 
don't  provide  miners  with  per- 
sonal emergency  devices  that  can 
receive  one-way  text  messages  un- 
derground. Although  these  devices 
don't  work  in  all  mines,  they  might 
have  gotten  crucial  information  to 

the  Sago  miners.  But  U.S.  companies  that  are  early  adopters  of 
new  technologies  run  the  risk  of  losing  their  investment  if  MSHA 
subsequently  publishes  a  different  requirement  based  on  another 
technology.  Although  intended  as  minimum  standards,  the  real- 
ity is  that  enforceable  rules  tend  to  keep  most  companies  from 
raising  the  bar. 

•  Federal  inspections  give  miners  a  false  sense  of  security. 
Inspectors  logged  744  hours  at  Sago  in  2005.  But  as  Sago  shows, 
conditions  in  mines  can  change  with  lightning  speed.  Only  mine 
operators  and  miners  can  assure  a  mine's  safety.  To  the  extent 
that  federal  inspections  inadvertently  relax  that  vigilance,  they 
jeopardize  safety. 


"Safety  is  driven  by  market  forces,  not  law 
enforcement.  Accidents  drive  up  an  operators 
costs,  including  insurance  and  compensation.' 


•  MSHA  inspectors  distract  mining  companies  from  th< 
priorities.  At  Sago,  MSHA  issued  208  citations  in  2005.  Mo 
than  half  of  these  were  deemed  by  MSHA  to  be  "unlikely" 
result  in  an  injury  that  might  cause  the  miner  to  be  away  fro 
work.  Nonetheless,  the  company  was  required  to  address  the 
conditions  immediately  in  order  to  avoid  additional  penaltii 
Frequently  this  government-directed  work  is  performed  at  t 
expense  of  more  important  tasks  identified  by  company  ma 
agers  who  really  know  the  mine. 

•  The  threat  of  penalti 
turns  government  officials  ai 
mine  operators  into  adversarii 
At  Sago  in  2005  MSHA  shut  dov 
areas  of  the  mine  on  18  occasio 
and  assessed  $24,000  in  fin< 
That's  $24,000  the  Sago  mine  d 
not  spend  on  improving  safe 
This  type  of  enforcement,  whi 
is  common,  forces  mine  ma 
agers  to  treat  the  MSHA  inspect 
as  a  cop,  thus  diminishing  t 
effectiveness  of  the  governmen 
nonenforcement,  research-bas 
initiatives  to  improve  mine  safe 
which  depend  upon  cooperatic 
The  federal  governme 
should  get  out  of  the  mine  safe 
business.  There  is  little  that  MSf 
does  that  can't  be  done  mo 
effectively  by  the  private  sect< 
Voluntary  consensus  standar 
maintained  by  private  organi2 
tions  should  replace  MSHA  reg 
lations  that  can't  keep  pace  wi 
technology.  Audits  by  insurance  companies  are  a  great  substirt 
for  MSHA  inspections,  without  the  potential  to  lull  miners  in 
complacency.  When  accidents  expose  reckless  operators,  st£ 
leaders,  like  West  Virginia  Governor  Joe  Manchin,  are  ful 
capable  of  meting  out  appropriate  punishments. 

In  February  the  Senate  passed  a  provision  that  allows  cor 
panies  to  immediately  write  off  50%  of  new  mine  safety  equi 
ment.  That's  a  small  step  in  the  right  direction.  If  the  U.S.  ev 
hopes  to  achieve  and  maintain  zero  fatalities,  Congress  w 
need  to  replace  the  law  enforcement  approach  with  a  syste 
that  better  aligns  economic  interests.  Perhaps  that  can  1 
Sago's  legacy. 
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ause  your  generation  is  about  to  reinvent  what  retirement  means 


we're  reinventing  the  personal  financial  planning  to  help  get  you  there. 
1  more  certified  financial  planner™  professionals  than  any  other  company, 
r  a  century  of  financial  services  experience. 

more  than  10,000  personal  financial  advisors  ready  to  work  with  you 
-to-one,  face-to-face,  from  day  one. 

1 1-800-Ameriprise  now  to  get  started  with  a 
e-for-Life  IRA*  or  visit  us  at  ameriprise.com. 

The  Personal  Advisors  of 


at's  next.   Financial  Planning  >•  Retirement  >•  Investments >■  insurance 


Ameriprise 


Financial 


;riprise  Financial  will  waive  your  annual  IRA  custodial  fee  for  life  when  you  invest  $10,000  or  more  in  new  assets  into  a  new 
Jonjal,  Roth  or  SEP  IRA  by  April  30,  2006.  The  annual  custodial  fee  waiver  does  not  include  product  fees  or  sales  charges, 
iciat  advisory  services  and  investments  available  through  Ameriprise  Financial  Services,  Inc.,  Member  NASD  and  SIPC. 
IFIED  FINANCIAL  PLANNER  is  a  trademark  owned  by  CFP  Board.  ©  2006  Ameriprise  Financial,  Inc.  All  rights  reserved. 


Follow-Through 


MARCH  3.  2003 

Shopping  for  Profits 

hen  we  last  left  Albertsons'  chief,  Lawrence 
R.  Johnston  was  using  unorthodox  meth- 
ods to  turn  around  the  struggling  Boise, 
Idaho  grocery  chain.  He  had  hired  a  motivational 
speaker  to  run  three-day  morale-boosting  retreats. 
It  didn't  work.  Albertsons'  market  share  dwindled 
and  profits  fell  20%  to  $444  million  last  year.  In  Jan- 
uary Albertsons  was  bought  for  $  1 7.4  billion  by  Su- 
pervalu, CVS  and  a  consortium  of  private  investors. 

At  least  Johnston  can  afford  to  think  positive. 
His  Albertsons  shares  are  worth  $49  million.  In  ad- 
dition, under  an  agreement  made  when  he 
signed  on  as  chief  in  2001,  he  gets  triple  his  salary 
and  bonus  if  Albertsons  is  sold,  which  tacks  on  another 
$4  million  or  so.  — Monte  Burke 

FEBRUARY  14,  2005 

Opening  the  Medicine  Cabinet 

Bristol-Myers  Squibb  has  made  an  unprecedented  agreement 
to  open  up  its  clinical  drug  trial  results  to  public  scrutiny.  A 
year  ago  we  wrote  about  a  class  action  brought  by  share- 
holders who  said  that  the  company  had  improperly  bragged 
about  Vanlev,  a  problematic  blood  pressure  drug  it  was  testing,  to 
goose  the  stock  price.  In  January  Bristol-Myers  settled,  agreeing  to 
pay  $  1 85  million  to  shareholders  and  to  post  trial  results  on  its 
Web  site  for  every  drug  it's  testing  for  use  in  the  U.S.  and  around 
the  world.  GlaxoSmithkline  agreed  to  post  trial  data  about  its  U.S. 


Golden 
parachute 
Larry 
Johnston. 


drugs  during  the  Paxil  labeling  debate  in  August  2004, 
Bristol-Myers'  move  is  even  more  sweeping.  — Mary  Ellen  £j 

MARCH  1,  2004 

Travails  at  HSBC 

Two  years  ago  we  wrote  about  HSBC's  efforts  to  build  up  its 
vestment  banking  business.  The  staid  London  bank,  whic 
the  world's  third  largest,  put  two  very  different  men 
charge:  Stuart  Gulliver,  an  HSBC  lifer  and  former  head  of  glo 
markets,  and  John  (Studs)  Studzinski,  a  flamboyant  former  M 
gan  Stanley  rainmaker.  Since  then  HSBC's  dealmaking  busin 
has  foundered,  with  pretax  profits  falling  18%  in  the  first  hall 
2005.  In  January  HSBC  decided  to  kick  Studzinski  upstairs,  to  I 
come  adviser  to  incoming  chairman  Stephen  Green,  leaving  G 
liver  to  run  the  investment  banking  business  solo.  Next  questi< 
What  happens  to  the  dozens  of  highly  paid  bankers  Studzin 
brought  in  from  competing  investment  banks?    — Deborah  ( 

JULY  7,  2003 


A  New  Chapter 


Reader's  Digest  Association  looked  to  us  like  takeover  b 
three  years  ago.  No  longer.  The  84-year-old  magazim 
stable,  its  international  business  has  recovered  and  I 
stock  has  moved  up  slightly,  to  $15  from  $13  at  the  time 
our  story.  But  RDA  has  a  new  problem:  Its  traveling  book  f 
unit  has  run  aground,  contributing  to  a  net  loss  of  $91  milli 
in  fiscal  2005.  Fixing  it  will  be  up  to  RDA's  new  chief,  E 
Schrier.  A  former  Time  Inc.  executive,  Schrier  has  perform 
admirably  as  editor  of  the  magazine,  stabilizing  circulation 
10  million,  the  nation's  largest.  — Megan  Johnsi 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  FEBRUARY  5,  1921 

Put  'Em  in  Stocks!  Another  gang  of  convicted  busi- 
nessmen—business scoundrels— have  been  let  off  in  New.  York  with 
fines  which  mean  nothing  to  them.  We  all  know  that  among  the 
masses  there  is  a  deep-rooted  conviction  that  men  of  vast  means 
can  invariably  keep  out  of  jail  no  matter  how  grave  an  offense  they 
may  have  committed;  and,  indeed,  eminent  jurists  have  frankly 
admitted  that  justice  can  frequently  be  balked  by  the  delays,  the 
appeals  and  other  devices  possible  for  those  of  unlimited  means. 

25  YEARS  AGO  IN  FORBES  NOVEMBER  23,  1981 

Nike's  Fast  Track  "The  secret  to  the  business," 

explains  Nike  cofounder  and  chairman,  Philip  H.  Knight,  "is  to  build 
the  kind  of  shoe  professional  athletes  will  wear,  then  put  them  on  the 
pros.  The  rest  of  the  market  will  follow."  It's  called  trickle-down  fash- 
ion. Pro  athletes  are  seen  wearing  Nike.  Amateur  athletes  follow, 
wishing  to  emulate  their  heroes.  The  base  broadens  to  teenagers, 
children  and  even  otherwise  unathletic  suburbanites  who  are 


susceptible  to  health-fashion  chic. 

Nike  Chief  William  Perez  recently  resigned  because  of  clashes  wi 
Chairman  Knight. 

10  YEARS  AGO  IN  FORBES  JANUARY  22.  1996 

Pixar  Story  If  you  loved  Toy  Story,  should  you  buy  the  stock 
Pixar,  that  is?  The  computer  animatic 
firm  is  a  success  story,  but  its  shares  lo< 
very  overpriced  to  us.  The  compar 
won't  divulge  what  share  it  will  receive 
net  profits  from  the  Disney  blockbustf 
But  before  it  gets  any  profits,  Disnt 
deducts  its  production,  marketing  ar 
distribution  expenses.  The  elasticity  i 
Hollywood  accounting  makes  it  unlikely  that  Pixar  will  get  much.  Evt 
Harold  Vogel,  an  analyst  at  Cowen  &  Co.  who  likes  the  stoc 
estimates  Pixar  will  earn  just  21  cents  a  share  from  Toy  Story  in  199 
Disney  is  buying  Pixar  for  $7  billion. 
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I    business  Risk    I    lechnology  Risk    I    Internal  Audit 


RISK 

AND  HOW  IT  CAN  SPUR 

SHAREHOLDER 

VALUE 


The  typical  shareholder 
isn't  overly  fond  of  risk, 
yet  strategic  risk  is 
essential  for  improving  returns. 
That's  where  Enterprise  Risk 
Management  comes  in.  Named 
a  leader  in  the  field  by  Forrester,*  Protiviti  can 
partner  effectively  with  your  organization  to 
identify  and  assess  your  risks.  Address  those  risks 
most  critical  to  your  success.  Evaluate  your  progress. 
And  advance  on  to  your  next  priorities.  All  the 


while,  you'll  be  building  an 
infrastructure  that  delivers  a 
constant,  clear  view  of  your  risks 
so  you  can  limit  or  capitalize 
on  them.  It's  a  model  for 
continuous  improvement,  and 
it's  precisely  how  we've  helped  many  Fortune 
1000  companies  grow  their  value — something 
the  typical  shareholder  is  quite  fond  of,  indeed. 

For  a  copy  of our  170-page  Guide  to  Enterprise  Risk  Management, 
call ( 888)  556-7420  or  visit protiviti.com/sharehoIdervalue.  i<jjf 
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MANUFACTURING 

Surviving  Globalise 

Caterpillar  confronted  the  same  labor  costs  and  Asian  competition  that  the  auto 
companies  did.  But  Cat  is  doing  just  fine.  Why?  By  Joann  Muller 


A MIDWEST  MANUFACTURING 
company,  fat  and  lazy,  heavily 
unionized,  suddenly  faces  for- 
eign competition.  You  know  the 
ending:  massive  layoffs,  closed 
factories,  consolidation,  rumblings  of 
bankruptcy.  That's  the  familiar  story  of 
General  Motors,  Ford  and  lots  of  other  big 
manufacturers  over  the  last  20  or  30  years. 

And  then  there's  Caterpillar  in  Peoria, 
111.,  as  Rust  Belt  as  one  can  get,  making 
those  big  yellow  earthmoving  machines 
and  the  engines  that  power  18-wheelers, 
hospitals  and  container  ships.  Profit  last 
year  rose  40%,  to  $2.9  billion,  on  a  20% 
gain  in  revenue,  to  $36.3  billion.  This  year 
the  company  should  haul  in  $40  billion, 
half  from  abroad,  says  Chief  Executive  Jim 
W.  Owens.  No  layoffs  are  in  sight.  Cater- 
pillar's workforce  has  climbed  23%,  to 
85,000,  in  the  last  two  years.  You'll  have  to 
wait  12  months  to  get  your  hands  on  one  of 
its  mining  dump  trucks,  the  ones  that  can 
hold  up  to  400  tons  of  ore.  No  wait  for  the 
Ford  Freestyle.  Cat  shares  have  more  than 
tripled  in  the  last  five  years  while  the  S&P 
500  has  declined  6.3%. 

The  challenges  Caterpillar  faced  20 
years  ago  weren't  much  different  from 
those  facing  GM  and  Ford  Motor  today: 
high  benefits  costs,  old  factories  and  stiff 
global  competition.  "The  Japanese  were 
killing  us,"  recalls  Owens,  59,  a  Ph.D.  econ- 
omist who  gets  his  thrills  bodysurfing  in 
places  like  East  Africa.  Union  contracts  gave 


the  company  little  flexibility  to  work 
through  business  cycles.  The  problems 
reached  a  crisis  stage  in  1984,  when  Cat  was 
losing  a  million  dollars  a  day.  And  then  Cat 
pulled  itself  back  from  the  brink.  "We  were 
about  20  to  25  years  ahead  of  Detroit  in 
addressing  the  problem,"  says  Owens.  How 
did  the  company  rescue  itself? 

CONFRONT  THE  UNIONS 

Cat  began  spreading  its  manufacturing 
base  into  nonunion  regions  of  the  southern 
U.S.,  building  20  smaller,  more  specialized 
factories,  with  lower  wage  rates,  to  feed 
components  into  the  larger  assembly 


What  Rust  Belt? 
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Cat's  stock  has  been  purring  as  it  rides 
the  boom  in  construction  and  mining. 

300 

Caterpillar's  stock  price  A 
200  1*7 

12/31/98=100 
100  h*^  \* 

,/   S&P  500 

90         \  JVYmM 

— rs*1 

so    h  /  v  w  y 

70         ' W  \/ 

R0 

1  '99  1  '00  1  '01  1  '02  1  '03  1  '04  1  '05  1  *06 

Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 

plants.  The  United  Auto  Workers  objec 
to  Caterpillar's  demand  to  break  the  cc 
tract  pattern  set  by  the  automakers  in  I 
troit.  Caterpillar  dug  in.  "We  said,  'Well, 
might  as  well  get  it  over  with  now,' " 
called  Owens,  who  was  chief  financial  o 
cer  at  the  time. 

The  confrontation  triggered  seven  ye 
of  labor  unrest  during  the  1990s  and  t 
strikes  while  salaried  managers  and  te 
porary  employees  did  the  work.  Owens 
calls:  "In  the  1990s  we  had  two  choices: 
could  either  close  all  of  our  midwesti 
plants  and  gradually  move  out  of  t 
country.  Or  we  could  move  some  of  c 
facilities  out  of  harm's  way  and  into  mi 
competitive  parts  of  the  country.  We  cb 
to  try  to  preserve  our  manufacturing  b 
in  the  U.S." 

Caterpillar  eventually  won  most  of 
contract  terms  it  was  seeking.  A  six-y 
agreement  in  1998  introduced  a  cap  on 
tiree  health  care  costs,  along  with  the  ris 
to  maintain  as  much  as  1 5%  of  its  wo 
force  as  "supplemental  employees,"  start 
at  30%  less  pay  with  reduced  benefits 
subsequent  agreement,  ratified  last  ye 
shifted  20%  of  health  care  costs  onto  wo 
ers  and  established  a  42%-lower  wage  r 
for  new  hires.  Today  only  half  of  Cater] 
lar's  22,000  U.S.  hourly  workers  belong 
the  UAW,  down  from  17,000  members  1 
fore  the  strikes.  "The  UAW's  just  not  a  f 
tor  in  this  company  anymore,"  says  Cre 
Suisse  First  Boston  analyst  John  McGin 
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CODDLE  YOUR  DEALERS 

Caterpillar  has  avoided  the  adversarial  re- 
lationship with  its  dealers  that  often  exists 
between  auto  manufacturers  and  their 
franchised  dealers.  Cat's  200  dealers,  who 
themselves  employ  99,000  people  across 
the  globe,  sell  and  service  Caterpillar  equip- 
ment in  exclusive  territories,  providing  the 
parts  and  technicians  to  repair  equipment 
that's  often  in  round-the-clock  use. 

Cat  will  defend  its  distribution  net- 
work at  all  costs.  In  the  early  1980s, 
when  the  Japanese  firm  Komatsu 
entered  the  U.S.  with  high-quality 
equipment  priced  at  25%  less  than  Cat 
machines,  Caterpillar  cut  its  prices 
enough  to  ensure  that  its  dealers  could 
remain  profitable.  The  price  cuts  con- 
tributed to  the  $1  million  a  day  losses 
in  1983  and  1984.  But  they  succeeded  in 
preventing  Komatsu  from  getting  more 
than  a  toehold  in  the  U.S.  market.  Today 
no  other  competitor  can  match  Cater- 
pillar's distribution  network,  which  is 
far  better  capitalized  than  any  other,  says 
McGinty.  The  average  net  worth  of  a 
dealer:  $77  million.  "Any  machine  will 
break,"  says  Jeffrey  Whiteman,  40,  the 
third-generation  owner  of  a  Cat  dealer- 
ship in  Mesa,  Ariz.  "How  quickly  can  we 
get  that  machine  repaired  and  up  and 
running?  That's  what  matters." 

GET  LEAN 

Cat  invested  $1.8  billion  in  its  manufactur- 
ing operations,  modernizing  factories  with 
new  robots  and  automated  tools.  It  also  in- 
vested to  unclog  bottlenecks  in  its  factories 
and  eliminate  waste.  A  plant  in  Piracicaba, 
Brazil  that  was  emblematic  of  the  com- 
pany's manufacturing  woes  now  employs  a 
production  system  similar  to  Toyota's  that, 
with  multiple  lines,  quadrupled  capacity 
while  doubling  employment  to  4,200.  Prof- 
its per  employee  increased  ten  times.  Near 
Peoria  is  a  factory  that  makes  bulldozers. 
Those  machines  used  to  spend  three  days 
going  down  the  assembly  line;  now  they're 
finished  in  one  day. 

■On  the  management  floor  Caterpillar 
obliterated  its  centralized  hierarchy  and 
shifted  decision  making  on  design,  manu- 
facturing and  pricing  to  22  autonomous 
business  units,  each  run  by  an  executive 
with  profit-and-loss  responsibility. 


INNOVATE 

An  earthmover  is  an  earthmover,  so  Cater- 
pillar needs  to  find  ways  to  distinguish  its 
products  from  knockoffs.  One  way:  in- 
stalling satellite  technology  in  its  road 
graders.  This  allows  electronics  to  replace 
operator  skill  in  raising  and  lowering  the 
blade  to  sculpt  terrain.  An  on-board  com- 
puter gets  the  machine's  position  from 
satellites  and  reads  a  digital  blueprint  from 
a  chip.  Caterpillar  puts  a  $300,000  price  tag 
on  diese  graders.  Soon,  some  of  theses  ma- 
chines will  use  electronic  steering. 

Caterpillar  is  willing  to  roll  the  dice  on 
new  technology.  Like  other  engine  manu- 
facturers, Caterpillar  must  find  a  way  to 
comply  with  tougher  new  diesel  emissions 
regulations.  Three  years  ago  Caterpillar 
opted  not  to  follow  competitors  down  the 
conventional  research  path  and  instead 
gambled  on  a  new  technology  it  believed 
would  be  more  efficient.  The  resulting  en- 
gine technology,  which  reduces  emissions 
by  controlling  the  flow  of  air  and  fuel  for 
more  efficient  combustion,  is  considered  a 
breakthrough  and  is  already  earning  kudos 
from  trucking  companies;  now  it's  quickly 


being  rolled  into  Cat's  own  off-road  a 
struction  equipment. 

CO-OPT  THE  CHINESE 

Chinese  manufacturers  are  already  sell: 
cheap  farm  tractors  in  North  America, 
only  a  matter  of  time  before  they  start  i 
porting  construction  equipment,  t< 
Caterpillar  thinks  it's  way  ahead  on  1 
technology.  Nonetheless,  it  has  devisei 
strategy  to  buy  stakes  in  Chinese  com] 
nies  that  make  low-end  equipment.  ( 
will  sell  the  stuff  under  the  Chinese  bra 
names  at  first,  eventually  migrating  its  o 
technology  to  those  products  and  then  s 
ing  them  under  the  Cat  brand. 

DIVERSIFY-JUDICIOUSLY 

A  pure  construction  equipment  busin 
will  ride  the  booms  and  busts  of  constri 
tion  and  mining.  Owens  wants  to  stabil 
the  revenue  stream.  He  has  built  up  a 
billion  business  managing  inventories  a 
supply  deliveries  for  50-odd  companies 
eluding  GM  and  Bombardier  Aerospa 
Another  $1  billion  a  year  comes  in  fror 
business  remanufacturing  used  engines 
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All  in  the  family:  Henry  Ford  set 
up  the  dual-stock  structure  that 
helps  sustain  Bill  Ford  Jr.  (right). 
Director  Irvine  Hockaday,  a  fan 
of  family  companies. 


AUTOS 


Henry  Ford's  Will 

Why  Bill  Ford  is  worried  about  a  lot  of  things— but  not  a 
proxy  battle.  By  Joann  Muller 


FORD  MOTOR'S  CHIEF  EXECUTIVE, 
William  Clay  Ford  Jr.,  shares  a  lot  of 
the  same  pressures  with  his  crosstown 
rivals  at  General  Motors:  massive  North 
American  losses,  dwindling  market  share 
and  rising  costs  for  everything  from  health 
care  to  steel.  What  he  doesn't  share  is  an 
active  shareholder  like  Kirk  Kerkorian 
breathing  down  his  neck. 

Ford  Motor  is  safely  in  the  hands  of  the 
Ford  family,  which  owns  an  estimated  5% 
of  Ford  shares  but  controls  40%  of  the 
company  through  a  special  class  of  voting 
stock.  Bill  Ford's  kinfolk  aren't  about  to  toss 
out  one  of  their  own,  even  though  Henry 
Ford's  48-year-old  great-grandson  has  yet 
to  prove  he  can  stop  Ford's  dramatic  slide 
in  the  U.S.  The  company  lost  $1 .6  billion  in 
its  North  American  auto  business  last  year, 
and  its  market  share  has  slipped  to  18%, 
from  26%  in  1995. 

Ford's  1 1  outside  directors  aren't  show- 
ing any  signs  of  challenging  the  family's 
control,  either.  Prominent  among  them  is 
Irvine  O.  Hockaday  Jr.,  69,  who  retired  in 
20Q1  as  chief  executive  of  privately  held 
Hallmark  Cards.  Hockaday  sits  on  the 
boards  of  three  other  companies  that  have 
dual  share  classes  similar  to  Ford's:  Crown 
Media  Holdings,  Dow  Jones  and  Estee 
Lauder.  Hockadav  calls  that  a  coincidence 


and  says  he  thinks  the  impact  of  a  family's 
supervoting  rights  tends  to  be  overblown. 
"When  the  family  name  is  on  the  product, 
that  does  tend  to  kind  of  focus  the  mind  if 
the  CEO  is  a  family  member,"  he  says.  Three 
other  Ford  directors  also  serve  on  the 
boards  of  companies  with  more  than  one 
class  of  stock. 

Such  ownership  schemes  are  fading  but 
persist  at  19  of  the  companies  in  the  S&P 
500  index.  Shareholder-rights  advocates 
argue  that  they  give  insiders  the  best  of 


Its  a  Class  Thing 


Of  19  S&P  500  companies  that  have  dual 
voting  rights,  here  are  the  10  largest. 

COMPANY 

SALES 
($BIL) 

FORD  MOTOR                            $175  3 

UNITED  PARCEL  SERVICE 

40.5 

TYSON  FOODS 

26.0 

COMCAST 

21.8 

NIKE 

14.4 

DILLARD'S 

7.6 

HERSHEY 

4.8 

AFFILIATED  COMPUTER  SERVICES 

4.6 

CONSTELLATION  BRANDS 

4.6 

WM  WRIGLEY  JR 

4.0 

Source.  Reuters  Fundamentals  via  FactSet  Research  Systems. 

both  worlds.  "They  want  access  to  q 
ital,  and  limited  liability,  but  they  wi 
the  control  of  a  private  company,"  s 
Nell  Minow,  editor  of  the  Corpoi) 
Library,  a  shareholder  advocate. 

Some  dual-class  companies,  I 
Berkshire  Hathaway,  deliver  terr: 
value  for  shareholders.  But  a  rea 
study  by  Harvard,  Wharton  and  Sti 
ford  found  that,  overall,  sharcholi 
return  decreases  as  insiders'  vot 
rights  increase.  It  suggested  that  a  co 
pany  like  Ford,  with  40%  insider  cc 
trol,  generates  a  1 5%  lower  return  tf 
a  similar  company  without  dual  shai 
Patrick  McGurn,  executive  v 
president  of  Institutional  Shareholder  S 
vices  in  Rockville,  Md.,  says  family  vot] 
rights  can  "warp  corporate  strategy.'" 
2000  Bill  Ford  was  chairman  when  I 
company  doled  out  $5.7  billion  in  cash  a 
688  million  more  shares  of  new  stock 
shareholders.  It  was  a  sweet  deal  for  fair 
members;  they  could  sell  newly  acquii 
shares  without  giving  up  any  of  their  vot 
The  Ford  family's  supervoting  rig] 
date  back  to  1 956,  when  the  company  w< 
public.  But  it  was  Henry  Ford's  tax-avol 
ance  strategy  two  decades  earlier  that  fl 
established  the  dual-class  structure.  In  19 
Henry  Ford  and  his  son,  Edsel,  wanted! 
set  up  an  ownership  structure  that  won 
allow  their  heirs  to  avoid  paying  $321  m 
lion  in  estate  taxes  when  they  died.  Tr. 
set  up  two  classes  of  stock — a  large  block 
nonvoting  Class  A  stock  (which  was  will 
to  the  charitable  Ford  Foundation)  a 
a  much  smaller  block  of  Class  B  sto 
that  had  voting  rights  (and  was  will 
to  the  family).  When  the  char: 
wanted  to  diversify,  the  public  came 
to  take  its  shares. 

Ford  officials  say  no  one  wants 
see  the  automaker  turn  around  mc 
than  Bill  Ford,  who  is  the  first  fam 
member  to  run  the  company  since  1 
uncle,  Henry  Ford  II,  retired  in  19' 
In  January  Bill  Ford  unveiled  a  i 
structuring — his  second  in  fo 
years — to  get  Ford  Motor  back  i 
track  by  2008. 

Not  that  the  discipline  of  the  m< 
ket  is  any  guarantee  of  financial  si 
cess.  GM,  with  no  supervoting  shares 
losing  even  more  money. 
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THOSE  RAPACIOUS 
MEDIA  COMPANIES 

Big  oil  companies  have  huge  bull's-eyes  on  their  backs.  Record 
profits  (like  ExxonMobil's  $36  billion)  and  $65  oil  have  made 
the  industry  targets  of  politicians,  newscasters  and  editorial 
writers  who  claim  the  oil  companies  have  rigged  the  market  and 
gouged  consumers.  The  cry  is  up  for  a  windfall-profits  tax.  But 
wait.  What  if  "windfall  profits"  were  defined  to  include  any  fat 
margin?  Media  companies  would  be  much  more  exposed  than 
oil  companies.  Herewith,  a  sampling  of  newspapers  and  broad- 
casters with  handsome  operating  margins.  Recognizing  their 
rich  pricing  power,  Wall  Street  accords  media  outfits  much  nicer 
price/earnings  multiples  than  it  does  mere  oil  producers. 

— Michael  K,  Ozanian 


COMPANY 

OPERATING 
MARGIN' 

ESTIMATED 

Pit  2006 

CBS  CORP 

26 

16 

GANNETT 

32 

12 

GENERAL  ELECTRIC 

25 

i7~ 

KNIGHT  RIDDER 

20 

18 

MCCLATCHY 

28 

16 

NEW  YORK  TIMES 

18 

18 

NEWS  CORP 

21 

22 

TRIBUNE 

23 

15 

WALT  DISNEY 

19 

18 

WASHINGTON  POST 

23 

26 

EXXONMOBIL 

16 

11 

Earnings  before  interest,  taxes  and  depreciation  as  a  percentage  of 
sales  for  the  latest  fiscal  year.  Sources:  Reuters  Fundamentals, 
Thomson  Financial  via  FactSet  Research  Systems. 

THE  OTHER  TRIAL 


The  Man  Who  Mops  Up 

Stephen  Cooper  made  the  most  of  Enron's 
ragged  collection  of  assets.  He's  pretty  good 
at  shoring  up  his  own  balance  sheet,  too. 
By  Elizabeth  MacDonald 


WITH  THE  CRIMINAL  TRIALS 
of  Kenneth  Lay  and  Jef- 
frey Skilling  under  way, 
Enron  itself  is  playing  an  endgame. 
The  Houston  energy  trader  exited 
bankruptcy  in  November  2004  and 
now  consists  of  300  people  work- 
ing at  headquarters.  It  will  proba- 
bly soon  spin  off  Portland  General 
Electric,  a  financially  healthy  utility, 
to  Enron  creditors,  and  eventually 
sell  or  spin  off  other  pieces. 

Behind  Enron's  tumultuous 
wind-down  is  turnaround  maestro 
Stephen  E  Cooper,  59,  head  of  Kroll 
Zolfo  Cooper,  Marsh  &  McLen- 
nan's  corporate  restructuring  unit. 
Cooper  says  he  will  retrieve  an  esti- 
mated $16.4  billion,  32%  of  $52  bil- 
lion in  claims.  If  he  had  listened  to 
creditors  and  immediately  liqui- 
dated, Cooper  claims,  he  would 
have  recovered  a  mere  5%  to  10%. 
"To  those  who  never  get  out  of 
their  nice,  expensive  conference 
rooms,  it  was  like,  'The  sooner 
Enron  died,  the  better;  let's  just 
shoot  another  1,000  people  and  be 
done  with  it,' "  Cooper  says. 

Now  Cooper  wants  to  maxi- 
mize his  own  value.  He  is  back  in 
a  Manhattan  bankruptcy  court, 
asking  for  a  $25  million  bonus  for 
his  company,  which  would  be  on 
top  of  $107  million  it's  already 


been  paid.  The  creditors'  commil 
tee  thinks  he  deserves  it,  but  on 
creditor,  Upstream  Energy  Sei 
vices,  is  fighting  Cooper,  callin 
the  bonus  excessive.  The  coui 
hasn't  ruled  yet. 

"This  was  the  most  comple 
Chapter  1 1  in  U.S.  history,"  sa) 
Cooper,  with  31,800  claims  that  < 
one  time  demanded  $900  billioi 
He  says  he  got  premium  prices  fc 
Enron's  assets  and  shut  down  nast 
off-balance-sheet  entities.  Enro 
was  transformed  from  "chaos"  int 
"a  remarkable  and  extraordinar 
success,"  he  says. 

Cooper  has  earned  a  reputatio 
as  the  king  of  the  turnaroun 
world,  having  rescued  750  compa 
nies  over  his  35-year  career.  Hi 
work  at  Enron  largely  finished  (h 
was  chief  executive  until  Decern 
ber),  he  is  now  running  embattle 
Krispy  Kreme  Doughnuts.  Yet  skii 
mishes  over  fees  and  conflicts  of  in 
terest  have  bedeviled  Cooper. 

The  Securities  &  Exchang 
Commission  initially  oppose 
Cooper's  firm  for  the  Enron  jol 
in  March  2002.  The  SEC  didn't  lik 
it  that  Cooper's  firm  had  told  th 
court  it  wasn't  aware  of  any  con 
flicts  in  connection  with  th 
Enron  job — yet,  according  to 
separate  disclosure,  eight  Enrol 
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jQuifront 

creditors,  including  Citigroup  and  JPMor- 
gan  Chase,  had  invested  in  an  $80  million 
private  equity  fund  that  Cooper  helps  run 
on  the  side.  The  bankruptcy  judge  later  let 
Cooper  handle  some  claims  work  involv- 
ing the  creditors,  after  installing  an  over- 
sight committee. 

The  rap  on  Cooper  is  that  he's  out  for 
himself.  But  his  accomplishments  are  such 
that  his  detractors  usually  do  not  stop  him 
from  getting  what  he  wants.  One  curious 
item  in  the  Cooper  archive  is  a  background 
check,  done  on  behalf  of  private  eyes  Kroll 
Associates  when  that  firm  (now  part  of 
Marsh  &  McLennan)  was  pondering 
whether  to  buy  Cooper's  outfit.  The  back- 
grounder says  that,  among  other  customer 
fee  fights,  the  bankruptcy  court  in  the 
Sunbeam-Oster  case  in  1994  rejected 
Cooper's  request  for  a  $1.1  million  bonus 
because  it  couldn't  determine  whether 
Cooper's  firm  had  performed  the  services 
and  whether  they  were  necessary. 

Cooper's  private  equity  fund  has  got- 


ten him  chastised  several  times.  In  1994, 
the  memo  for  Kroll  noted,  the  bankruptcy 
judge  for  gunmaker  Colt's  Manufactur- 
ing tossed  out  $834,000  in  fees  and 
expenses  that  Cooper  wanted.  The  judge 
said  Cooper  had  failed  to  disclose  his  plan 
to  invest  $2  million  in  a  fund  run  by  a 
man  Cooper  wanted  the  court  to  enlist  in 
the  bailout  of  Colt's.  This  investor  was  also 
an  investor  in  Cooper's  fund. 

In  2001  the  bankruptcy  judge  for 
Maiden  Mills,  maker  of  Polartec  fleece, 
found  it  "troubling"  that  Maiden  creditor 
General  Electric  Capital  had  invested  in 
Cooper's  fund.  The  judge  let  Cooper  stay 
on  the  job,  but  with  a  warning. 

Such  peccadilloes  did  not  stop  Kroll 
from  going  ahead  with  the  purchase  of 
Cooper's  firm,  Zolfo  Cooper,  for  $153  mil- 
lion, in  September  2002.  The  unit  had  $160 
million  in  annual  revenues  in  2003,  the  last 
year  it  disclosed  separate  results. 

Apparentiy  not  all  Kroll  employees  are 
as  enamored  of  Cooper.  An  e-mail  sent  in 


February  2003  by  a  former  Kroll  exeal 
named  Paul  Dopp  quotes  a  colleague's  1 
ical  concerns"  that  Zolfo  Cooper's  manj 
ment  style  was  being  "pushed"  onto  K 
Dopp  cited  a  Cooper  manager  who 
urging  Kroll  employees  on  the  Enron  jo 
charge  for  hours  not  worked.  Wrote  D<] 
"I  am  afraid  we  will  lose  many  good  and 
perienced  people  who  are  not  motivate< 
the  cult  of  greed,  let  alone  threats  or  d 
lenges  to  their  ethical  standards." 

Cooper  says  his  firm's  billing  is  hoi 
and  accurate  and  is  routinely  approvec 
creditors.  As  for  past  conflicts,  Cooper's  f 
says  it  believes  that  all  its  actions  "were 
propriate,"  and  that  it  relies  on  a  regul 
updated  database  set  up  a  decade  age 
monitor  potential  conflicts.  Still,  Coops 
making  one  concession.  Although  he  ! 
his  equity  fund  has  "never,  ever,  ever"  pc 
a  problem,  he  has  decided  to  get  rid  of  it 
cause  he  has  an  "obligation"  to  "spend  rr 
time  on  maximizing  value  for  Marsh  I" 
shareholders,  not  Steve  Cooper." 


Major  League  Baseball  is  fighting 
fantasy  league  owners  over  stats 
of  players  like  Alex  Rodriguez. 


FOUL  BALL 


Major  League  Baseball  will  hold  the  first  World  Baseball 
Classic  in  March,  a  16-country  tournament  that  will  fea- 
ture some  of  the  game's  biggest  stars.  The  goal:  to  spread 
the  game  internationally.,  where  MLB  generates  only  3%  of 
its  $4.7  billion  in  revenue.  So  why,  closer  to  home,  is  base- 
ball preparing  for  a  battle  with  its  most  loyal  customers— 
7  million  fantasy  baseball  players? 

Fantasy  baseball  has  sports  fans  competing  on  paper  with 
one  another  over  the  course  of  a  season  using  the  real-life 
performances  of  players.  The  iifeblood  is  player  statistics, 
which  people  scour  to  draft  and  trade  players  to  form  the  best 
teams.  The  top  finishers  typically  split  the  entry  fees  as  a  prize. 


At  issue  in  this  contei 
Can  Major  League  Base 
ball  restrict  the  use  of 
those  statistics  in  fantai 
games?  Last  year  the 
league  sold  to  fantasy 
baseball  providers 
18  licenses  that  gave  th< 
the  right  to  use  the  stati 
tics.  But  this  year  MLB 
raised  the  minimum 
license  fee  to  $2  million 
from  $25,000,  pricing  c 
some  100  providers  belc 
the  likes  of  ESPN  and 
Yahoo.  One  company  fighting  back  is  CBC  Distribution  & 
Marketing,  which  runs  CDM  Fantasy  Sports.  It  filed  a  suit  in 
federal  court  in  Missouri  last  year  after  being  denied  a  licen 
The  legal  question  involves  the  right  of  publicity  that 
attaches  to  player  statistics.  The  stats  are  readily  avail- 
able, but  if  a  player  is  used  to  sell  a  product,  he's  owed  z 
fee.  CDM  and  many  fantasy  providers  don't  use  images  c 
the  players,  says  CDM  lawyer  Rudolph  Telscher. 

Legal  jockeying  aside,  it  might  seem  odd  that  MLB  is 
willing  to  alienate  its  most  loyal  fan  base.  Fantasy  playei 
subscribe  to  satellite  service  packages  and  watch  the 
games  that  no  one  else  cares  about.  On  the  other  hand, 
MLB,  which  won't  comment,  dreams  of  taking  its  Interne 
arm  public  in  a  deal  valuing  the  company  at  $3  billion.  It 
doesn't  need  competitors.  —Kurt  Badenhaut 
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WHAT    CAN  AN 

ICEBREAKER 

TEACH    US  ABOUT 

MAXIMIZING    SHAREHOLDER  VALUE? 


You  need  someone  in  the  lead  who  can  power  through  any  obstacle. 


Wachovia's  Corporate  and  Investment  Bank  works  closely  with  thousands  of  growing 
companies.  By  providing  innovative  and  practical  solutions  that  help  our  clients  succeed, 
we  have  proven  our  ability  to  lead  deals  and  deliver  results.  We're  the  new,  irresistible  force  in 
universal  banking.  Talk  to  us.  We'll  provide  the  horsepower  to  get  you  where  you're  going. 

Over  260  new  lead  relationships  established  in  2005 
135%  growth  in  investment  banking  market  share  in  the  past  five  years 
Retail  distribution  capabilities  of  the  3rd  largest  brokerage  firm 
Balance  sheet  strength  of  the  4th  largest  financial  institution 


wachovia 
Securities 

Uncommon  Wisdom 
Investment  Banking  «  Corporate  Banking  ■  Equity  ■  Fixed  Income 


'in  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC  (" WCM").  member  NYSE,  NASD,  SIPC. 
IB  Wachovia  Corporation  '  1 
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ON  THE  DOCKET 


Class  Action  Odyssey 

Californians  won  a  billion-dollar  settlement  from  Microsoft. 
But  the  winners  aren't  cashing  in  just  yet. 
By  Victoria  Murphy  Barret 


THREE  YEARS  AGO  MICROSOFT 
settled  an  antitrust  case  with 
California  residents,  the  first  of 
15  deals  it  struck  with  other  state 
groups  that  claimed  it  was  bullying 
people  to  buy  its  products.  Con- 
sumers, businesses  and  California's 
poorest  schools  would  get  $1.1  bil- 
lion worth  of  vouchers  for  software 
and  other  tech  products.  Californi- 
ans are  still  waiting  for  payday.  So  far 
not  a  single  voucher  has  been  sent, 
thanks  to  the  single-handed  efforts 
of  an  obscure  lawyer  in  Sacramento 
named  Charles  Q.  Jakob. 

Jakob  has  filed  an  objection,  an 
appeal  and  a  request  for  review  to 
thwart  the  settlement,  arguing  it 
merely  puts  money  in  Microsoft's 
pocket.  "Microsoft  wants  young 
people  to  get  hooked  on  Windows," 
says  Jakob,  41 ,  a  solo  business  litiga- 
tor. "These  kids  should  be  learning 
how  to  think,  not  how  to  use 
Microsoft  Office." 

That  one  man  can  block  the  set- 
tlement says  a  lot  about  the  looni- 
ness  of  class  action  law.  The  vouchers 
have  lost  6%  of  their  value  to  infla- 
tion since  the  settlement.  On  the 
other  hand,  Jakob  is  echoing  a  famil- 
iar complaint  about  voucher  settlements: 
Many  people  in  the  class  never  bother  to 
redeem  them,  and  they  only  end  up  aiding 
a  company  that  was  ostensibly  penalized. 
The  lawyers  who  concoct  these  settlements, 
on  the  other  hand,  get  paid  in  cash. 

Microsoft  was  whacked  with  206  class 
actions  around  the  same  time  that  Judge 
Thomas  Penfield  Jackson  deemed  it  a  mo- 
nopoly six  years  ago.  The  legal  gold  rush 
started  in  California,  where  San  Francisco 
law  firm  Townsend  and  Townsend  and 
Crew  filed  the  first  class  action  against 
Microsoft  in  February  1999.  California's 
settlement  quickly  became  the  template 


Charles  Jakob  is 
blocking  an  antitrust 
deal  with  Bill  Gates' 
company. 

for  how  to  settle. 

State  residents  who 
bought  Microsoft  prod- 
ucts between  1995  and  2001  would  get  $5 
to  $29  per  purchase,  good  for  software  and 
some  types  of  hardware  (no  iPods  or  Black- 
Berrys).  Jakob  contends  that  most  of  the 
California  class — 14  million  consumers 
and  businesses — will  end  up  with  little  or 
nothing.  If  California  computer  users  are 
like  other  typical  members  in  class  actions, 
most  won't  claim  their  vouchers.  It  appears 
that  so  far  5%  have  filed  the  paperwork. 

The  company  gets  back  a  third  of  the 
value  of  any  unclaimed  vouchers,  while  the 
remainder  goes  to  schools  with  needy  pop- 
ulations in  the  form  of  vouchers  worth  var- 
ious sums  to  buy  software  and  hardware. 


Among  the  suggested  software  pui 
chases  for  the  schools  are  lots  of  Microsq 
products:  Windows,  Excel,  PowerPoint 
Schools  aren't  prohibited  from  purchasiri 
non-Microsoft  software  but  are  encourage 
not  to  with  the  lure  of  "reasonable  accesj 
to  the  Microsoft  Help  Desk.  Half  I 
voucher  amounts  can  be  used  to  buy  hare 
ware.  Here  again  Microsoft  pushes  its  owl 
wares,  such  as  MSNTV  units  (for  Wia 
surfing  on  a  television  set)  and  tabl< 
computers  (a  handheld  device  Bi 
Gates  has  been  touting  for  years). 

In  short,  says  Jakob,  the  settl^ 
ment  will  essentially  force  schools  t 
buy  technology  from  the  same  ver 
dor  Townsend  so  passionately  argue 
had  ripped  off  their  class:  Microsofi 
He's  seeking  review  with  the  Califoi 
nia  Supreme  Court  this  month  afte 
having  been  rebuffed  in  January  b 
a  lower  appellate  court.  His  proposa 
Link  lawyer  fees  to  the  number  c 
vouchers  claimed  (thereby  givin 
more  incentive  to  serve  the  class).  H 
also  wants  leftover  funds  to  go  to  th 
government's  antitrust  arms,  or,  pei 
haps  better,  to  be  distributed  only  t 
those  who  file,  pro  rata.  "Right  noi 
the  transaction  costs  exceed  the  ej 
pected  benefits,"  he  says. 

Says  Microsoft's  lawyer,  Robei 
Rosenfeld:  "The  settlement  is  gre< 
for  schools  in  California  that  ar 
starved  for  resources." 

So  far  seven  states  have  maile 
vouchers,  according  to  Spectrur 
Settlement  Recovery,  a  San  Francisc 
firm  that  was  founded  to  help  Mi 
crosoft  class  members  file  claims  (fc 
a  fee).  Response  is  typically  lackluster.  1 
New  Mexico  only  3%  of  the  class  filed  fc 
their  vouchers. 

The  Townsend  law  firm  defends  th 
settlement,  though  lead  partner  Eugen 
Crew  sees  Jakob's  broader  point.  "Class  ac 
tion  is  a  noble  concept  that  has  been  com 
pletely  perverted  in  practice,"  says  Crew. " 
wouldn't  do  this  again." 

Townsend  attempted,  unsuccessfulr; 
to  separate  Jakob  from  the  rest  of  th 
class.  Could  that  have  something  to  d 
with  the  fact  that  Townsend  can't  collec 
its  third  of  $100  million  in  legal  fees  unt 
Jakob  goes  away?  f 
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io  is  keeping  more  than  35,000  of  the  nation's  buildings 

safe,  comfortable  and  energy  efficient? 

l/VG     ^  §  ^     We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses 

■  •    and  r  om  rnn  ni  Hoc  pinht  ht»  m.ik,,  f  :c    ri„„  ,. r .   : .  i .  •  . .   ,  •  «B 


fr-*  ^4  J  fcJ  We're  Siemens,  a  global  innovatit 
I  V* *  •  and  communities  right  here  in  i 
buildings  comfortable,  safe,  productive  and  less  costly  to  o; 
of  our  customers'  buildings,  so  that  they  can  focus  on 
With  an  expertise  in  building  controls,  fire  safety,  sei 
solutions,  we  can  help  your  building  work  for  you.  But 
that  we  currently  employ,  you  may  not  know  us.  W< 


m  company  helping  the  needs  of  businesses 
She  US;  One  of  our  specialties  is  making4; 
aerate.  We  focus  on  impr0vin3.ibe-perf0Tma.hce 
im.pxov.jflg  their  business  performance.''^ 
grity  systems,  and  energy  performanceul 
less  you're  one  of  the  70,000  American^ 
mens.    ;  \ 


SIEMENS 

Global  network  of  innovation 
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ights  Peter  Huber 


Who  Pays 
For  Speed? 

COMPANIES  THAT  SELL  BANDWIDTH  ARE  NOW  HATCH- 
ing  plans  to  sell  really  fast  end-to-end  connections  to 
the  people  most  likely  to  buy  them.  Digital  pundits  are 
furious.  That  someone  might  pay  more  to  get  faster 
delivery  of  content  is  an  outrage,  they  declare.  The 
problem  is  this:  Advertisers,  not  homeowners,  are  the  ones  most 
willing  to  pay  for  fast  connections.  But  any  pricing  scheme  set  up 
to  accommodate  them  means  that  some  content  travels  first  class, 
some  coach,  and  that,  we  are  told,  violates  a  cardinal  Internet 
principle  of  "network  neutrality." 

At  stake  are  the  huge  sums  that  retailers  spend  to  hook  cus- 
tomers and  close  sales.  That  spending  covers  most  or  all  of  the 
cost  of  producing  magazines,  daily  newspapers,  radio  programs 
and  television  shows.  Google  is  flying  high  because  it  worked 
out  how  to  target  advertising  much  better  than  the  traditional 
media,  using  the  cornucopia  of  free  Web  content  as  bait.  Adver- 
tisers pay  Google  nickels  and  dimes  (or  more)  for  every  cus- 
tomer who  clicks  a  link.  Cable  operators,  phone  companies  and 
wireless  carriers  are  now  plotting  to  pick  up  the  quarters  (or 
more)  after  Google  choreographs  the  click. 

They  can,  they  should — and  they  will.  Nobody  whines  when 
an  Internet  cafe  gives  you  a  free  high-speed  connection  as  a 
come-on  for  selling  coffee.  When  you  call  an  800  number  the 
phone  company  doesn't  charge  you,  it  charges  the  retailer  at  the 
other  end  of  the  line.  No  law  of  economics,  no  deep  logic  of 
Internet  gestalt  decrees  that  bandwidth  must  be  paid  for  at  my 
end  of  the  line  rather  than  at  Google's.  The  market  works  these 
things  out,  as  it  should.  Regulators  shouldn't  get  in  the  way. 

The  gnomes  of  Google  know  what  interests  you  because 
they  read  what  you  type  and  watch  what  you  click.  Knowing 
what  they  know,  they  can  hook  you  up  to  the  advertisers  who 
most  want  to  reach  you.  All  those  billions  of  pages  and  links 
stored  on  Google's  servers  are  as  economically  marginal  as  Jay 
Leno  and  the  Super  Bowl.  From  Google's  perspective,  their  only 
role  is  to  attract  eyeballs  to  advertisements. 

Google  can  also  track  (and  thus  bill  for)  actual  customer  re- 
sponse. Asbestos  law- 
yers reportedly  pay 
Google  a  hundred  dol- 


lars for  a  single  click-through  by  someone  who  has  just  search© 
"mesothelioma."  Super  Bowl  advertisers,  by  contrast,  have  to 
indiscriminately — and  in  advance — for  eyeballs  that  may  in  fa< 
peering  into  a  refrigerator  or  counting  bathroom  tiles.  So  \hey 
a  lot  less. 

Smart  companies  still  pay  a  lot  for  a  single  minute  of  airi 
on  Super  Sunday  because  Web  connections  are  too  slow- 
just  for  football,  but  for  great  commercials.  Fast  action  and 
graphics  are  what  sell  running  shoes,  cars  and  beer.  Exciting  th 
are  febrile,  rich  and  subtle.  Web  connections  don't  deliver  i 
tent  of  that  quality.  Google  can  click  you  through  to  an  asbfi 
lawyer.  But  a  merchant  can't  sell  youth  and  vitality  over  a  dial 
modem.  So  it  sticks  with  the  media  that  can  deliver  its  act! 
packed  pitch  to  a  glossy,  shimmering  wide-screen  television., 
But  that  pitch  is  most  likely  carried  much  of  the  way  « 
glass  fiber  owned  by  cable  operators  and  a  growing  numbe 

phone  companies.  And  ca 
phone  and  wireless  carriers 
racing  to  deploy  the  bandw 
that  will  make  the  last  mil 
the  Web  just  as  fast  and  Ac 
as  the  high-definition  TV  i 
ried  through  airwaves  or  ca 
The  one  hitch:  Few  homeo 
ers  are  currently  inclinec 
pay  what  these  gigabit-sp 
Web  connections  cost.  Ac< 
tomed  as  we  are  to  free  brc 
casting,  it  could  be  a  w 
before  our  habits  change. 

Advertisers,  however,  d 
have  to  wait  for  the  hoi 
owner  to  shell  out  for  an  ul 
fast  Web  connection.  They  have  as  much  reason  to  pay  can 
for  a  faster  link  to  a  likely  customer  as  they  do  to  pay  Google 
identifying  him.  Businesses  that  sell  movies  or  peddle  book 
auction  knickknacks  online  will  certainly  be  willing  to  pay 
high-speed  delivery  of  their  content.  And  whatever  you're  sel 
online — banking,  shopping,  gambling,  porn  or  just  a  come 
for  your  walk-in  showroom — you're  going  to  sell  it  better  wi 
faster  connection. 

If  an  asbestos  lawyer  is  allowed  to  pay  extra  for  favor; 
placement  on  your  Google  screen,  MovieLink  is  surely  alio 
to  pay  for  faster  delivery  of  Tom  Cruise  starring  in  The  Fi 
Much  of  our  broadcast  system  was  built  up  by  the  Marlb 
Man  and  his  siblings  on  Madison  Avenue.  That  suggests 
interesting  possibility:  The  next  big  thing  after  Google  could ' 
be  companies  that  Google  takes  for  granted,  Silicon  Valley  s; 
revile  and  Wall  Street  doesn't  much  like  at  the  moment. ' 
retailer  that's  willing  to  pay  Google  a  nickel  for  your  click 
end  up  paying  Time  Warner  or  Verizon  a  dime  to  deliver  to ) 
on  the  double,  the  content  behind  it. 


Companies  will 
willingly  pay 
for  Web 
connections 
as  fast  and 
flashy  as 
high-def  TV  to 
target  likely 
customers. 


Forbes 


Peter  Huber  is  executive  vice  president  of  ICx  Technologies,  a  fellow  of  the  Manhattan  Institute  and  coai 
of  The  Bottomless  Well  (Basic  Books,  January  2005).  Visit  his  home  page  at  www.forbes.com/huber. 
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Invest  your  IRA 

in  funds  with 
proven  performance. 

Discover  why  more  and  more  investors  are  switching  to  T.  Rowe  Price. 

Average  annual  total  returns  as  of  12/31/05 


100%No-Load  Funds 

1  Year 

5  Year 

10  Year 

Balanced  Fund 

5.52% 

4.47% 

8.27% 

Lipper  Balanced  Funds  Average 

4.69% 

2.67% 

7.17% 

Capital  Appreciation  Fund 

6.85% 

11.37% 

12.40% 

Lipper  Multi-Cap  Value  Funds  Average 

6.37% 

542% 

9.70% 

Global  Stock  Fund' 

22.74% 

4.13% 

9.22% 

Lipper  Global  Large-Cap  Growth  Funds  Average 

10.17% 

-0.89% 

6.47% 

Spectrum  Growth  Fund 

9.47% 

4.59% 

9.31% 

Lipper  Multi-Cap  Core  Funds  Average 

6.58% 

1.65% 

9.01% 

When  assessing  performance,  investors  should  consider  both  short-  and  long-term  returns.  Current  performance  may  be 
lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future  results.  Share  price,  principal  value,  and 
return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  To  obtain  the  most  recent  month-end 
performance,  call  us  or  visit  our  Web  site.  Request  a  prospectus  or  a  briefer  fund  profile;  each  includes  investment 
objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully  before  investing.  All 
mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal,  international  investing  has  special  risks, 
including  currency  fluctuations.  The  performance  information  shown  does  not  reflect  the  deduction  of  a  2%  redemption 
fee  on  shares  held  for  three  months  or  less.  If  it  did,  the  performance  would  be  lower. 


At  T.  Rowe  Price  we  offer  a  broad  selection  of  funds  with  a  history  of  peer-beating  performance  for  your  IRA.  In  fact,  for 
each  1  -,  5-,  and  1 0-year  period  ended  1 2/31/05,  70%  of  our  funds  beat  their  Lipper  average*  Results  will  vary  for  other 
time  periods.  Past  performance  cannot  guarantee  future  results.  We  also  continue  to  keep  costs  low,  with  over  65  funds 
suitable  for  IRA  investing  that  have  no  loads,  no  sales  charges,  and  expense  ratios  below  their  Lipper  averages.** 

Visit  our  Web  site  or  call  today.  Our  Investment  Guidance  Specialists  can  help  you  choose  a  fund  for  your  IRA  investment 
that's  right  for  your  goals  and  tolerance  for  risk.  We  can  even  help  you  open  an  account  right  over  the  phone.  If  you  want 
to  move  an  existing  IRA  account  to  T.  Rowe  Price,  our  new  EasyTransfer  IRA  Service  makes  it  simpler  than  ever. 


ira.troweprice.com   1.8  66.542.81  82 

T.RoweRice 

INVEST  WITH  CONFIDENCE 

Average  annual  lotal  return  figures  include  changes  in  principal  value,  reinvesled  dividends,  and  capital  gain  dislribulions.  '  Based  on  cumulative  total  return,  97  ol  I38, 74  ol  93,  and  47  ol  64 
f,  Rowe  Price  lunds  (including  all  share  classes  and  excluding  funds  used  in  insurance  products)  outperformed  their  Lipper  averages  for  the  I-,  5-,  and  1 0-year  periods  ended  12/31/05,  respectively. 
Not  all  lunds  outperformed  lor  all  periods.  (Source  for  data:  Lipper  Inc.)  "Based  on  fiscal  year-end  data  available  as  ol  12/31/05,  (Source  lor  data:  Lipper  Inc.) 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRA073I88 


TO  ELIMINATE 
THE  DIFFERENCE. 

Until  now,  if  you  wanted  an  SUV,  you  had  to 
make  a  choice  between  off-road  capability 
or  a  carlike  ride.  But  the  engineers  at  Lexus 
have  developed  a  new  technology  called  the 
Kinetic  Dynamic  Suspension  System  (KDSS)* 
that  senses  the  type  of  terrain  you're  on  and 
then  helps  to  give  you  the  best  ride  possible. 
On  pavement,  the  stiffer  suspension  mode 
lets  you  hug  those  corners.  Venture  off-road 
and  now  you  have  sufficient  wheel  travel  to 
make  molehills  out  of  mountains.  For  once, 
the  best  of  both  worlds  is  more  than  a  mere 
cliche.  To  learn  more  about  our  pursuit 
of  perfection,  please  visit  us  at  lexus.com. 


'Optional.  ©  200^ 


  DIGITAL  PRESERVATION 

(hen  it  comes  to  preserving  your  digital  heritage,  backup  is 

nly  the  beginning.  Is  that  photo  album  you  stored  on  DVD  going  to 

e  readable  in  20  years?  By  Stephen  Manes 


MfOU  JUST  USED  YOUR  HIGH-POWERED  DIGITAL  CAMERA 
tL^W  to  take  wonderful  pictures  of  your  kids  romping  at  the 
petting  zoo.  But  unless  you're  both  careful  and  lucky, 
your  grandkids  may  never  get  to  see  them.  "People  are 
H  accumulating  digital  photos  and  music  and  tax  returns 
i  personal  correspondence,"  says  William  LeFurgy,  digital  ini- 
ives  project  manager  at  the  Library  of  Congress.  "Eventually 
disk's  going  to  fail.  If  you  haven't  backed  it  up,  it's  gone."  Mul- 
y  that  problem  by  a  billion  or  so  and  you  begin  to  understand 
challenge  of  preserving  information  "born  digital" — anything 
1  everything  that  began  its  life  as  electronic  ones  and  zeroes. 
A  2003  University  of  California  study  estimated  that  new 
ormation  in  electronic  form  amounted  to  about  17.7 
bytes  per  annum — 17.7  billion  gigabytes.  The  number  has 
y  grown  since.  Nowadays  information — whether  document, 
ato,  architectural  rendering,  high-def  video  or  aircraft 
ign — starts  out  as  bits.  And  preserving  those  bits  for  poster- 
isn't  as  easy  as  sticking  a  sheet  of  paper  in  a  drawer. 
"It's  not  at  all  uncommon  to  have  people  looking  at  printed 
ords  that  are  200  years  old,"  says  Clifford  Lynch,  executive  di- 
tor  of  the  Coalition  for  Networked  Information.  "In  the  tra- 
ional  world  many  things  would  survive  for  an  awfully  long 
le  just  through  benign  neglect.  For  digital  things,  they  will  sur- 
e  only  if  people  plan  and  think  systematically  about  their  sur- 
al on  a  continuing  basis."  The  issues  surrounding  our  digital 
itage  have  become  so  complex  that  intense  academic,  institu- 
nal  and  corporate  efforts  are  under  way  to  develop  means  of 
serving  digitally  born  data  and  having  a  chance  of  under- 
nding  it  decades  and  centuries  from  now. 
The  Library  of  Congress  is  midway  through  its  ten-year, 
)0  million  National  Digital  Information  Infrastructure  & 
:servation  Project,  designed  to  develop  digital  preservation 
itegies.  Last  September  the  National  Archives  awarded  Lock- 
ed Martin  a  $308  million  contract  to  develop  ways  of  preserv- 
diverse  electronic  government  records.  In  the  past  year  and  a 
f  Iron  Mountain,  a  55-year-old  company  specializing  in  the 
rage  of  physical  records,  bought  digital-archiving  specialists 
tmected  and  LiveVault. 

At  minimum,  future  digital  archeologists  will  need  ways  to 
ract  information  from  existing  and  future  storage  media.  Since 
rices  eventually  become  unavailable  or  unworkable — when  was 

last  time  you  saw  a  Commodore  64  floppy  disk  drive? — or- 
lizations  bent  on  preservation  move  info  from  older  systems  to 
ver  ones  regularly.  Bill  Gates'  company  Corbis,  for  example, 


stores  73  terabytes — 73,000  gigabytes — of  images  on  hard  drives 
it  upgrades  on  a  three-year  schedule. 

Just  storing  bits  may  be  the  easy  part.  Making  them  usable 
can  require  the  hardware  and  software  that  created  them.  The 
multimedia  BBC  Domesday  project,  a  record  of  life  in  Britain, 
cost  (at  historic  exchange  rates)  $4.2  million  to  develop  in  1986; 
restoring  it  only  15  years  later  required  reconstructing  an  obso- 
lete computer  and  laser-disk  player,  reverse-engineering  soft- 
ware data  structures  and  writing  a  new  program.  The  Washing- 
ton State  Archives  maintains  a  legacy  library  of  old  hardware 
and  software  and  is  beginning  to  collect  some  oft-overlooked 
missing  links:  manuals  and  how-to  books. 

Sometimes  software  can  stand  in  for  hardware.  Software  em- 
ulators let  thousands  of  old  arcade  and  console  games  be  played 
on  today's  PCs — though  few  of  those  games  have  been  licensed 
legally.  But  seemingly  simple  chores  like  translating  file  formats 
can  be  tricky;  for  example,  no  competing  word  processor  renders 
every  last  element  of  Microsoft  Word  files  with  absolute  fidelity. 

The  new  game  is  to  preserve  and  extract  electronic  records 
"free  from  dependence  on  any  specific  hardware  or  software,"  in 
the  words  of  the  National  Archives.  Given  the  diversity  of  what's 
born  digital  today,  this  is  a  daunting  task.  Kenneth  Thibodeau,  di- 
rector of  the  National  Archives'  Electronic  Records  Archives  pro- 
gram, points  to  Navy  ships  with  a  life  span  of  50  years:  "All  the 
records  to  keep  the  ships  operational  are  digital,"  including 
computer-assisted  manufacturing  data  designed  to  interface  with 
a  particular  tool.  As  the  ship  gets  older,  "Flow  do  they  know  that 
the  data  can  be  used  to  replace  a  system  if  it  gets  damaged?" 

One  key  to  minimizing  the  importance  of  original  hardware 
and  software  is  metadata — additional  data  that  describes  the  digital 
information  and  explains  how  to  handle  it.  As  Thibodeau  puts  it,  the- 
oretically you  "wrap  the  records  in  enough  information  that  you 
could  figure  out  what  you've  got  and  what  you  need  to  do  with  it." 

Until  that  exalted  state  comes  to  pass,  simpler  metadata  can 
help  users  search  and  retrieve  born-digital  content.  Information 
like  the  date-and-time  stamp  attached  to  data  files,  the  lens  and 
shutter  info  embedded  in  digital  photo  files  and  the  correspon- 
dents included  in  e-mail  add  descriptive  information  without 
forcing  users  to  take  extra  action.  The  content  in  text  files 
amounts  to  internal  metadata  ripe  for  automatic  indexing. 

Sound  and  image  files  put  more  demands  on  humans  to  cre- 
ate metadata  that  makes  them  useful  and  searchable — as  any- 
body who's  received  hilarious  automated  results  from  Google's 
image  search  can  attest.  Metadata  standards  do  exist:  Digital 
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photojournalists,  for  example,  often  use  a  standard  called  [PTC 
for  captions,  locations  and  credits.  Closed  captions  provide  a 
form  of  internal  metadata  for  TV  shows.  Communal  metadata, 
like  the  "tagging"  from  users  of  sites  like  Flickr  or  del.icio.us., 
help  categorize  Web  pages  and  snapshots  for  retrieval. 

Nonetheless,  much  of  today's  information — like,  say,  the 
Web — refuses  to  sit  still  for  its  portrait.  If  you  rely  on  the  repre- 
sentations of  a  governmental  or  corporate  Web  site,  how  do  you 
later  prove  what  was  there?  The  Internet  Archive  stores  snap- 
shots of  the  publicly  available  Web,  but  Brewster  Kahle,  its  direc- 


Got  Backups? 


hat's  the  best  strategy  for  making  sure  what's  here  today  won't  be 
gone  tomorrow?  Consider  the  5  'A-inch  floppy  disk.  A  friend  involved 
in  a  lawsuit  frantically  called  in  search  of  a  compatible  drive.  The 
used  one  he  eventually  found  could  read  only  the  disks'  directories.  Pricey  data 
recovery  services  may  have  better  luck. 

The  old-style  floppy  is  a  classic  reminder  of  the  need  to  regularly  move  bits  from  older  plat- 
forms to  newer  ones.  It's  a  nuisance,  but  any  reasonable  archiving  strategy  has  to  allow  for  it. 

But  which  media  should  you  use  now?  The  usable  life  of  recordable  CDs  and  DVDs  is  sub- 
ject to  debate.  A  National  Institute  of  Standards  &  Technology  study  suggests  that  some  disks 
can  hold  data  for  "several  tens  of  years."  Adam  Jansen,  digital  archivist  of  the  Washington  State 
Archives,  disagrees:  "The  truth  of  the  matter  is  we  don't  know.  I've  had  CDs  after  a  year  start 
to  suffer  from  CD  rot:  I've  had  CDs  I  created  back  in  1994  that  are  fine."  NlST  is  currently  plan- 
ning a  more  detailed  study. 

There  are  no  storage-life  data  as  yet  for  new  high-capacity  Blu-Ray  disks  and  HD-DVDs 
arriving  on  the  market,  but  they  typically  use  a  hard  surface  coat  designed  to  resist  scratches 
that  can  obliterate  data.  Some  premium-priced  CDs  and  DVDs  have  similar  coatings.  The  internal 
technology  generally  recognized  as  lasting  the  longest  uses  gold  and  is  available  from  a  com- 
pany called  MAM-A.  Otherwise,  stick  with  brands  you've  heard  of;  cheap  no-name  disks  are  not 
the  archival  media  of  choice. 

Use  fresh  write-once  disks,  not  RW  models,  and  handle  them  with  care.  A  NlST  docu- 
ment recommends  storing  them  upright  in  cases  away  from  sources  of  light,  heat  and  hu- 
midity and  avoiding  adhesive  labels  and  marking  pens  that  use  anything  other  than  water- 
based  inks.  Whatever  you  use,  be  sure  it  contains  what  you  intended  to  put  there.  Employ 
CD-  and  DVD-burning  software's  "verify"  option,  which  compares  what  was  to  have  been 
written  with  what  made  it  to  the  disk,  and  don't  forget  to  label  the  case. 

USB  flash  drives  and  memory  cards  have  a  iO-to-20-year  data  retention  spec.  And  though 
some  hard  drives  may  claim  a  114-year  Mean  Time  Between  Failure  specification,  the  "service 
life"  and  warranty  are  typically  three  to  five  years. 

Generic  formats  like  TIFF,  JPEG  and  plaintext  are  likely  to  survive  longer  than  proprietary  ones 
like  RAW  or  Microsoft  Word.  It  you've  got  old  files  created  by  outdated  programs,  now  is  the  time 
to  use  translation  software  to  convert  them  to  a  more  modern,  more  generic  format.  But  trans- 
lation may  not  maintain  all  the  relationships  among  the  data;  check  the  new  files  to  see  if  you 
can  accept  the  compromises.  And  store  software  carefully,  particularly  custom  software— 
though  it  may  not  work  properly  as  newer  machines  and  operating  systems  arrive. 

Try  to  keep  data  in  multiple  places  to  evade  fire  or  flood.  To  avoid  schlepping  disks  around, 
consider  .an  online  service  like  Connected  DataProtector,  which  encrypts  your  data  and  sends 
it  over  the  Internet  to  redundant  sites  that  are  not  in  your  neighborhood.  There's  one  more  form 
of  data  storage  that's  worth  a  look:  paper.  It  won't  capture  every  last  original  bit  of  a  digital  pho- 
tograph, it  can  fade  or  mildew,  arid  it  doesn't  lend  itself  to  electronic  searching.  But  a  docu- 
ment in  a  drawer  is  likely  to  be  readable  long  after  DVDs  become  laughable  reminders  of  a  prim- 
itive digital  past.  —S.M. 


tor  and  cofounder,  points  out  that  it's  like  a  camera  with  a  sh 
ter  that  takes  two  months  to  get  the  picture.  Plenty  of  thai 
can  happen  in  the  interim. 

That  changeability  leads  to  another  archival  proble 
authenticity.  New  Securities  &  Exchange  Commission  regulatk 
require  that  it  securities  dealers  maintain  mandated  transacti 
records  in  electronic  form,  they  must  be  serialized,  time  stamj: 
and  stored  on  a  nonrewritable,  nonerasable  medium  in  more  th 
one  location.  Stringent  but  less  specific  rules  apply  for  hea 
records  and  those  dealing  with  Sarbanes-Oxley  compliance — 
in  lawsuits  that  compel  discovery  of  e 
tronk  information.  Compounding  t 
headache  for  the  health  care  industry  is 
other  preservation  challenge:  digital  priva 

One  of  the  traditional  roles 
archivists — deciding  what  to  throw  awa) 
is  becoming  unnecessary  in  many  situatio 
Lynch  observes  that  today's  cheap  stora 
media  make  it  relatively  easy  to  store  virt 
ally  everything  you  create  directly. 

But  sensors  of  all  sorts — scientific,  ag 
cultural,  mechanical,  and  even  the  ones  ii 
digital  camcorder — can  rapidly  create  mj 
sive  collections  of  digital  data.  Scientific  e 
deavors  like  Microsoft  cofounder  Pa 
Allen's  Brain  Atlas  project  to  map  the  act: 
ity  of  genes  in  brain  cells  can  create  a  ten 
byte — a  thousand  gigabtyes — of  data  eve 
day.  Given  the  costs  of  maintaining  massi 
collections,  determining  what  to  keep  ai 
what  to  discard  will  remain  an  issue. 

Automation  is  likely  to  help  simpli 
some  aspects  of  digital  preservation.  F 
example,  BBN  Technologies'  PodZing 
Web  site  uses  speech-to-text  software 
index  podcasts  and  let  you  search  their  co 
tent.  Software  that  can  analyze  images  m 
one  day  let  them  be  catalogued  ai 
retrieved  with  minimal  human  interve 
tion.  And  digital  advantages,  like  the  ease 
storing  multiple  copies  of  documents 
separate  locations,  make  preservation  a  k 
way  to  dodge  the  consequences  of  regior 
disasters  like  Hurricane  Katrina. 

The  Internet  Archive's  Kahle  sees  ea 
access  to  data  as  digital  preservation's  ul 
mate  rationale.  "Access,"  he  says,  "driv 
preservation."  As  the  issues  get  sorted  01 
the  real  achievement  of  digital  preservatk 
may  turn  out  to  be  in  collaboration  wi 
the  World  Wide  Web — opening  up  heret 
fore  hidden  realms  of  information  to  tl 
genealogists,  historians,  scientists,  autho 
musicians  and  videographers  of  today  ai 
tomorrow. 
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With  Sybase®  software,  BNSF  Railway  Company  developed  a  mobile  application 
that  enables  remote  workers  to  document  railway  maintenance  and: 

Q^Cuts  data  entry  time  by  approximately  50  percent 
^jf  Provides  more  accurate  and  timely  data 

ivers  software  and  database  updates  automatically 

For  most  organizations,  maintaining  32,500  miles  of  rail  lines  would  be  a  colossal  headache.  But  for  BNSF  Railway  Company,  it  has  becom 
a  competitive  advantage.  Because  they  have  an  information  edge  that  comes  from  Sybase  SOL  Anywhere®  and  Adaptive  Server®  Anywhe 
software.  Now,  BNSF  remote  workers  can  input  data  on  location  (vs.  waiting  until  the  end  of  the  day).  Headquarters  has  more  visibility  in 
the  field.  And  maintenance  decisions  are  made  more  proactively.  Just  a  few  reasons  why  more  and  more  global  companies  are  using  Syb 
every  day  to  keep  their  business  on  track,  www.sybase.com/infoedge36 

Copyright  ©2006  Sybase,  Inc.  All-rights  reserved,  Syb«»e,  the  Sybase  logo.  SQL  Anywhere  and  Adaptive  Server  are.  trademarks  of  Sybase.  Inc. 
•  indicates  registration  in  the  United  States  of  Ame.;.  3  All  croduct  and  company  names  are  trademarks  of  their  respective  owners 


EALTH  CARE 

)ial-A- 

;heap  new  service 
s  physicians  make 
use  calls— over 
3  phone. 
Amanda  Ernst 


■  ICHAEL  GORTON  IS  LOOK- 
I  &X  ing  for  people  like  1  )avid 
AJvBjand  Elaine  DeWitt.  An 
wjm  H  independent   sales  rep, 

W  I  I  David  couldn't  afford  to 
:  up  health  insurance  on  his  own;  he 
his  wife  were  the  perfect  customers 
Gorton's  newest  venture,  TelaDoc 
lical  Services.  Instead  of  paying  at 
t  $100  every  time  they  needed  to  see 
)ctor,  the  DeWitts  spent  $35  (plus 
stration  and  monthly  fees)  to  con- 
t  with  physicians  who  could  diag- 
e  their  problems  over  the  phone, 
n  though  David  now  has  health 
irance,  Elaine  still  uses  the  service, 
metimes  it's  hard  to  get  ahold  of 
r  doctor,"  she  says.  "And  TelaDoc  is 
iper." 

On  the  face  of  it  TelaDoc  of  Dallas 
ids  like  a  promising,  low-cost  alter- 
ve  for  some  of  the  45  million  Amer- 
is  without  health  insurance.  Each 
ent  ponies  up  a  one-time  $18  fee; 
ilies  pay  as  little  as  $7  a  month  to  gain 
ss  to  the  network.  But  Gorton,  48,  says 
ounded  TelaDoc  mostly  to  serve  any- 
who  has  a  problem  with  the  health 
system,  not  as  a  stopgap  for  the  unin- 
d  or  a  substitute  for  face-to-face  con- 
ations. The  service  was  launched  last 
il,  and  41,000  registered  customers 
mnted  for  estimated  revenue  of  $1.7 
ion  in  2005 — far  short  of  the  $3.2  mil- 
Gorton  says  TelaDoc  needs  to  break 
l.  (By  January  the  company  claimed  it 
signed  up  165,000  people.) 


A  vital  idea,  but  will  it  survive  and  thrive?  TelaDoc's 

The  company's  monthly  expenses  are 
$200,000  and  rising  for  such  things  as 
malpractice  insurance  and  subcontract- 
ing the  call  center.  Participating 
doctors — 175  of  them — keep  $20.50  per 
call;  TelaDoc  keeps  $14.50  ($7  or  so  pre- 
tax profit).  There's  $15,000  in  the  budget 
for  marketing.  TelaDoc  relies  on  contracts 
with  the  National  Association  for  the  Self- 
Employed  and  small  health  care  insurers 
like  American  Community  Mutual  to  get 
the  word  out.  (Gorton  recently  raised 
$3  million  from  investors  for  30%  of  the 


Michael  Gorton  and  Steve  W.  Cooley,  M.D. 

equity;  some  of  the  proceeds  will  help 
publicize  TelaDoc.) 

Gorton  is  a  hardened  entrepreneur 
who  has  started  five  companies  since  the 
early  1990s,  including  Internet  Global, 
which  he  claims  was  the  first  service  to 
deliver  commercial  DSL;  it  was  sold  to 
eVentures  in  2000  for  $122  million.  These 
days  he  is  also  an  adjunct  professor  of 
astronomy  at  Richland  College  in  Dallas, 
an  adviser  to  small  companies  nearby, 
manager  of  country  singer  Shelley  L«ine 
(his  wife)  and  an  involved  dad  of  an 
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Entrepreneurs 


"This  time  next  year  I 
out  of  the  CEO  slot.  I5 

infant,  as  well  as  two  children  from  a  pre- 
vious relationship.  "This  time  next  year  I 
might  be  close  to  stepping  out  of  the  CEO 
slot,"  he  says.  "I'm  not  an  operations  guy." 

Office-practice  doctors  are  not  pleased 
to  be  confronting  a  new  form  of  competi- 
tion. "When  you  see  a  patient  in  the  office, 
you  use  more  than  your  auditory  senses," 
scolds  Dr.  J.  Edward  Hill,  president  of  the 
American  Medical  Association.  He  says 
telephone  diagnosis  could  result  in  serious 
delays  in  getting  proper  treatment,  and,  in 
the  worst  cases,  death.  (You  could  die  sit- 
ting in  a  doctor's  waiting  room,  too.) 

"If  you  are  good  at  what  you  do,  then 
you  can  tell  what  a  patient  needs,  even 
over  the  phone,"  says  TelaDoc's  president, 
Steve  W.  Cooley,  a  former  emergency 
room  doctor.  Still,  the  company  tries  to 
forestall  disaster  by  encouraging  its  call-in 
physicians  to  advise  the  patient,  when 
appropriate,  to  get  face-to-face  help;  they 

Low-Cost  Care  


might  be  close  to  stepping 

m  not  an  operations  guy." 


dispens'e  that  advice  8%  of  the  time. 

Customers  must  provide  some  his- 
tory before  using  the  service,  by  elec- 
tronically filling  out  medical  forms 
similar  to  those  found  in  a  general  prac- 
titioner's office.  Once  registered,  patients 
can  phone  in  from  anywhere  in  the  U.S., 
day  or  night.  A  physician  licensed  in  the 
patient's  home  state  calls  back  within 
three  hours  (or  it's  a  freebie).  Only  after 
talking  to  the  caller  and  checking  his 
medical  history  can  a  TelaDoc  physician 
diagnose  the  problem  and  prescribe 
medication. 

There  are  exceptions  to  this  proce- 
dure. In  Florida,  Virginia,  Mississippi, 
Tennessee  and  South  Carolina  doctors 
must  perform  physical  exams  before 
writing  scrip.  In  these  states  the  patient 
must  first  visit  a  registered  nurse  in  a 
clinic  that  has  agreed  to  work  with 
TelaDoc.  At  the  clinic  the  nurse  conducts 


a  quick  physical,  like  the 
given  to  people  when  t| 
apply  for  life  insurance.  I 
nurse's  notes  are  fed  to 
diagnosing  physician  over, 
Internet.  In  the  other  45  states  you  I 
sign  up  and  have  a  phone  consultat 
the  same  day. 

The  doctors  are  forbidden  to  p 
scribe  certain  drugs  (like  Oxycontinj 
are  strongly  urged  not  to  prescribe  sle 
ing  aids,  antipsychotics  like  Thorazi 
antidepressants  like  Prozac,  diet  pills  a 
anything  with  black-market  value. 

So  far,  no  trouble.  Gorton  claims  t 
he's  followed  up  with  50,000  patients  < 
that  90%  give  TelaDoc  an  "excellent"  i 
ing.  More  telling,  perhaps,  is  that  th 
have  been  no  malpractice  claims  agai 
the  company. 

Gorton  is  hoping  for  400,000-p 
customers  by  year-end — and  is  confid 
he  will  be  profitable  by  midyear.  "Thii 
something  that  will  forever  change  hea 
care,"  he  says.  Maybe  it  will  be  enough 
a  success  to  change  his  habit  of  quitt 
companies  he  starts. 


No  medical  insurance?  You  can  end  up  paying  $300  to  $400  a  month  for  individual  coverage— 

or  $i, 000 -plus  for  family  care— not  including  copays  and  other  fees.  Here  are  some  cheap  alternatives. 


These  "doc  in  a 
box"  options 
have  popped 
up  across  the 
country,  likely  to 
be  found  in  sub- 
urban areas  and 
small  cities  and 
towns.  They  are  staffed  by  M.D.s  and  are 
usually  open  late  during  the  week  and 
on  weekends,  so  they  offer  service 
that's  somewhere  between  that  of  a 
family  practitioner  and  an  ER.  Some  now 
offer  prepaid  medical  services,  for  about 
$40  a  month  for  individuals.  For  minor 
injuries  and  illnesses  and  for  well  visits 
they  can  be  less  expensive  than 
insurance,  but  you're  still  not  covered 
in  the  event  of  a  major  emergency. 


Found  in  national  chains  like  Rite  Aid 
and  Target.  For  fees  in  the  $45-to- 
$68  range,  you  can  be  seen,  usually 
by  a  nurse  practitioner,  for  such  rou- 
tine services  as  strep  tests  and  flu 
shots,  as  well  as  treatment  for  minor 
sports  injuries  (sprains  rather  than 
fractures).  Minute  Clinic,  for  example, 
has  71  locations  in  II  cities.  Good  for 
the  quick  hit  but  no  substitute  when 
it  comes  to  more  serious  ailments. 


Many  compa- 
nies offer  such 
services.  New 
Benefits  of 
Dallas  (10  mil- 
lion members) 
lets  you  pick 
from  a  menu  of 
options— discounted  dental  and  vision 
coverage,  for  example— and  pay  for  onl\ 
what  you  need.  Such  providers  also 
offer  discounts  on  doctor  visits  and 
hospital  services,  so  that  if  you  don't 
have  insurance  you'll  still  have  to  shout 
der  these  bills,  but  you  can  apply  a  dis- 
count of  up  to  40%.  Underinsured?  You 
can  get  additional  discounts  for  things 
like  prescriptions,  for  a  few  extra  bucks 
a  month.  —  A.E 
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per  stock  &  options  trade  for  active  traders1 
independent  Institutional2^  ^ 
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ONLINE,  IN  PERSON  OR  ON  THE  PHONE3 


COULD  IT 


ANY  MORE 
OBVIOUS? 


E*TRADE's  innovative  technology  and  tools  for 
trading,  banking,  investing,  mortgages,  and 
credit  cards  gives  you  more  control  and  makes 
most  everything  you  could  possibly  do  with  a 
financial  company  easy.  Especially  choosing  one. 


Challenge  the  ordinary. 


Be  traordinary 


E*  TRADE 

FINANCIAL* 


Get  a  Free  Portfolio  Review.  Call  1-800-398-7854  or  visit  etrade.com/switchtoday. 


ails  and  important  information  about  Power  E*TRADE,  please  visit  getpoweretrade.com. 

alify  for  $6.99  stock  and  options  commissions  &  a  750  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $9.99  stock  and 
commissions  &  a  75{  fee  per  options  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  balance  of  $50,000  or  more  in  combined  E*TRADE 
s  during  a  calendar  quarter.  Qualification  will  be  determined  at  the  end  of  each  quarter.  To  continue  receiving  these  commission  rates,  you  must  re-qualify  by  maintaining  a 
of  $50,000  or  more  in  combined  E*TRADE  accounts  or  by  making  at  least  30  stock  or  options  trades  by  the  end  of  the  following  calendar  quarter. 
;s  to  Institutional  research  requires  a  minimum  investment  level  of  $100,000. 

nvestment  Specialist  Group  provides  advice  on  mutual  funds,  bonds,  preferred  stocks,  closed-end  funds,  structured  products — including  equity  linked  CDs,  and  asset 
Hi.  Customers  are  required  to  complete  additional  forms  and  documentation  in  order  to  receive  such  services.  Different  commissions  structures  may  apply  and  in  some  cases 
less  or  more  than  the  rates  posted  on  the  website. 

response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

es  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  Member  NASD/SIPC. 

;  and  lending  products  and  services  are  offered  by  l'TRADE  Bank,  a  Federal  savings  bank,  Member  FDIC,  or  its  subsidiaries.  Bank  deposits  are  FDIC  insured  up  to  $100,000. 
products  are  subject  to  credit  approval. 

ent  Products:  •  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value  l  =  ; 

E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


^Investing 


REAL  ESTA" 


Buying  Income 

Some  REITs  overspend  on  property  improvements  and  acquisitions.  Or  pump  up  the 
earnings  unjustifiably.  Here's  how  to  spot  these  problem  trusts  |  By  Stephane  Fiti 


SOME  REAL  ESTATE  INVESTMENT 
trusts  aren't  as  good  as  they 
seem.  REITs  in  general  have 
done  well  in  recent  years,  but 
we've  identified  five  whose 
prospects  are  less  rosy  than  they  appear. 
All  five  pump  up  a  key  earnings  measure 
via  acquisitions  and  improvements  on 
their  buildings  but  don't  deliver  enough 
additional  property  value  to  justify  the 
capital  outlays. 


The "Faux" 
InAFFO  

Some  REITs  look 
great  when  measured 
by  earnings  and 
yield.  But  how  good 
are  they  at  generating 
value,  really?  Com- 
pare their  long-term 
record  of  boosting 
earnings  and  net 
asset  value  against 
their  peers'.  The 
ones  in  this  table 
don't  look  so  good. 


A  lot  of  this  is  captured  in  our  sixth 
annual  REIT  rating  list  (see  p.  70),  which 
measures  two  things.  First,  perfor- 
mance— an  amalgam  of  earnings  growth, 
property  value  growth  and  dividend  pay- 
outs. Second,  value,  showing  whether  or 
not  a  stock  is  a  bargain.  A  REIT  can  be  a 
star  performer  but  still  no  bargain,  if  its 
accomplishments  make  it  into  a  Wall 
Street  darling.  The  converse  is  sometimes 


unloved  that  its  shares  are  a  good  buy. 
rate  the  20  largest  REITs  here;  for  a  Ion 
list  of  50,  see  www.forbes.com/extra. 

Three  of  the  suspect  five  get  an  F 
performance.  Two,  Kimco  Realty  a 
Mills  Corp.,  happen  to  be  in  the  hot  re" 
segment,  where  they  are  the  worst  of 
best;  so  they  get  a  B,  for  now.  Three  of  c 
five  had  good  runs  on  Wall  Street  in  20' 
They  beat  the  6.7%  average  share-pr 


true,  too:  An  operating  clunker  is  so     rise  of  property-owning  REITs.  The  wo 


AIMCO  S  PALLAZZ0  EAST,  IN  L 


GRADE 
PERFORMANCE 

VALUE 

COMPANY/MAJOR  PROPERTIES 

DIVIDEND 
YIELD 

2006 
PROJECTED 
AFFO1  GROWTH 

 l-YEAR  ANNUALIZE! 

AFFO       NAV1  GROWTH 
GROWTH'  COMPANY 

NAV  GROWTH 
SECTOR  AVERAG 

F 

B 

APARTMENT  INVEST  &  MGMT/apartments 

5.7% 

27.6% 

-16.2 

1.9% 

8.5% 

F 

B 

CRESCENT  REAL  ESTATE  EQUITIES/office 

7.1 

56  9 

-11.5 

-2.8 

7.9 

B 

0 

KIMCO  REALTY/strip  malls 

3.8 

7.8 

6.9 

14.5 

17.2 

B 

A* 

MILLS  CORP/shopping  malls 

6.1 

10.4 

2.8 

15.6 

24.5 

F 

B 

POST  PROPERTIES/apartments 

4.4 

5.4 

-12.7 

1.1 

8.5 

'Measure  of  prot;-  ^  sted  f "nds  from  operations  are  net  income  plus  depreciation,  less  nonrecurring  items  and  maintenance-level  capital  spending  'Figures  cover  period  from  2001 
through  2006  estimate.  JNet  asset  value.  Sources:  Green  Street  Advisors:  Forbes. 
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JO  VIRUSES. 
JO  SPAM. 

jo  downtime. 
;mail  done  right. 


)  one  can  promise  complete  email  security  and  availability.  We  don't  live  in  that  kind  of  world, 
t  one  company  has  earned  a  worldwide  reputation  for  making  email  as  secure  and  available  as 
is  important.  A  company  that  not  only  screens  out  viruses,  spam  and  spyware,  but  also  provides 
ilutions  for  speedy  recovery  in  case  of  system  failure.  A  company  that  reduces  storage  costs 
i  archiving  to  secondary  storage  and  blocking  unwanted  emails.  A  company  that  provides 
anagement  tools  for  efficient  email  retention  and  fast  email  discovery.  A  company  that  does 
nail  right.  Symantec.  Because  we  know  it's  not  just  email,  it's  your  business.  For  more 
formation  visit  www.symantec.com/esa  or  call  800-745-6054  g  JT  p£ARLESS 


i 


MM 


^  Symantec 


& 


laggard  among  the  five,  Mills  Corp.,  saw 
its  stock  fall  34%  amid  accounting 
restatements  and  a  Securities  &  Exchange 
Commission  inquiry.  (The  stock's  steep 
discount  from  liquidating  value  gives  it 
an  A+  grade  in  our  value  ratings.)  Apart- 
ment Investment  was  off  2%. 

Yet  our  unfab  five  all  boast  lovely  2006 
projections  for  earnings,  which  is  defined 
in  a  special  way  by  REIT  aficionados:  net 
income  plus  depreciation,  minus  those 
capital  outlays  for  building  maintenance 
(like  repaving  the  parking  lot).  This  earn- 
ings gauge  is  called  "adjusted  funds  from 
operations,"  or  AFFO. 

To  see  how  REITs  can  embellish  AFFO, 
check  out  Post  Properties,  which  has 


juiced  up  its  standing  in  the  long- 
suffering  apartment  sector.  Post  Proper- 
ties has  shrewdly  tapped  into  home- 
buying  mania  by  way  of  condominium 
conversions.  Last  year  it  converted  241 
apartments  to  condos  in  three  properties 
and  began  construction  of  a  145-unit 
condo  complex  in  Alexandria,  Va.  Post's 
condos  can  go  for  $350,000.  Sales 
proceeds  have  bolstered  the  AFFO  figure, 
which  jumped  13%  in  2005  and  is 
projected  to  grow  another  5%  this  year. 

How?  The  REIT  industry's  earnings 
measure  disregards  gains  from  sales  of 
whole  properties.  (A  good  thing,  since 
you  wouldn't  want  a  weak  REIT  to  prop 
up  earnings  by  liquidating  assets.)  But  a 


loophole  allows  REITs  to  report  prof) 
from  taxable  subsidiaries.  So  apartme 
REITs  can  enter,  essentially,  the  horn 
building  business. 

Buy  Post's  4.4%-yii.ki.ng  shan 
Hold  on.  What  the  earnings  numbe 
don't  show  is  that  Post  has  been  a  lou 
investor.  Green  Street  Advisors,  the  Rfl 
research  firm,  says  Post's  net  asset  vail 
rose  just  $2.50  a  share  o\  r  the  past  fj 
years.  That  1.1%  avera^.  .  -nual  B] 
growth  is  well  below  the  8.5%  averai 
growth  rate  of  Post's  apartment-RH 
peers.  The  sector's  stalwe  \valonBI 
Communities,  Camde.i  Proper 
Trust  and  Archstone-Sm  "  i  ust,  ha 
been  boosting  their  NAV  by  mo 


The  Buys,  Holds  and  Sells  of  Real  Estate  

Our  performance  grade  measures  a  REIT's  ability  to  deliver  a  high  yield  or  growth  rate,  or  combination  of  the  two,  versi 
peers'.  Our  value  grade  shows  how  cheap  a  REIT  is  in  relation  to  what  we  see  as  its  intrinsic  value.  It  penalizes  high  leve 
age.  For  more  REIT  grades,  go  to  www.forbes.com/extra.  Green  Street  Advisors  provides  the  raw  data,  but  the  grades  a 
from  us,  not  Green  Street.  Our  top  picks  last  year,  General  Growth  and  Developers  Diversified,  returned  64%  and  29%. 

Research:  Lesley  Kump. 


GRADE 
PERFORMANCE  VALUE 

REiT/MAJOR  PROPERTIES 

PRICE 

DIVIDEND 
YIELD 

5-YEAR 
ANNUALIZED  GROWTH 
NAV1  AFFO2 

LEVERAGE 
RATIO3 

NET 
ASSETS 
(SBIL) 

F 

B 

APARTMENT  INVEST  &  MGMT/apartments 

$42.25 

5.7% 

1.9% 

-16.2% 

61.1% 

$5.1 

C 

D 

ARCHSTONE-SMITH/apartments 

46.75 

3.7 

10.7 

-2.1 

34.7 

10.6 

C 

C 

AVALONBAY  COMMUNITIES/apartments 

98.94 

2.9 

13.3 

-0.2 

28.4 

7.1 

c 

D 

BOSTON  PROPERTIES/offices 

78.00 

3.5 

10.9 

1.5 

38.3 

9.4 

A* 

A 

CBL  &  ASSOCIATES  PROPERTIES/shopping  malls 

42.31 

5.2 

4.7 

A 

B 

DEVELOPERS  DIVERSIFIED  REALTY/strip  malls 

48.55 

4.4 

22.0 

6.1 

52.2 

4.8 

0 

0 

DUKE  REALTY/industrial 

36.22 

5.2 

6.5 

-6.7 

45.0 

4.7 

F 

B 

EQUITY  OFFICE  PROPERTIES/offices 

31.67 

6.3 

0.2 

-11.3 

52.4 

13.8 

C 

C 

EQUITY  RESIDENTIAL/apartments 

42.45 

4.2 

9.7 

-1.4 

40.2 

12.3 

A* 

C 

GENERAL  GROWTH  PROPERTIES/shopping  mails 

51.51 

3.2 

34.6 

16.1 

62.8 

14.4 

B 

D 

KIMCO  REALTY/strip  mails 

34.78 

3.8 

14.5 

6.9 

43.6 

5.6 

C 

A 

LIBERTY  PROPERTY/industrial 

44.83 

5.5 

HBH 

-2.3 

43.0 

3.8 

A 

B 

MACERICH/shopping  mails 

71.78 

3.8 

24.7 

6.9 

56.5 

5.7 

C 

A 

MACK-CALI  REALTY/offices 

44.45 

5.7  • 

6.9 

-3.4 

39.6 

3.6 

B 

F 

PROLOGIS/industrial 

50.81 

2.9 

10.8 

5.8 

50.5 

9.0 

B 

C 

PUBLIC  STORAGE/storage  centers 

72.02 

2.8 

17.2 

5.6 

33.8 

7.4 

A 

D 

REGENCY  CENTERS/strip  malls 

64.35 

3.4 

19.1 

7.3 

41.9 

4.0 

A 

C 

SIMON  PROPERTY  GROUP/shopping  malls 

83.00 

3.4 

24.7 

8.0 

44.7 

22.5 

D 

B 

TRIZEC  PROPERTIES/offices 

23.06 

3.5 

2.6 

-6.1 

43.9 

4.0 

B 

C 

VORNADO  REALTY/offices 

88.25 

3.6 

13.4 

7.1 

44.9 

12.2 

'Net  asset  value.  2Measure  of  profit:  Adjusted  funds  from  operations  are  net  income  plus  depreciation,  less  nonrecurring  items  and  maintenance-level  capital  spending.  Figures  cover  peri< 
from  2001  through  2006  estimate.  3Debt  as  a  percentage  of  assets.  'Fair  market  value  estimated  by  Green  Street  Advisors.  Sources:  Green  Street  Advisors;  Reuters  Fundamentals  via 

FactSet  Research  Systems;  Forbes. 
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In  patients  with  type  2  diabetes  and  at  least  one  other  risk  factor  for  heart  disease 

O  TF  Ki:  IF!  lyf  IT 


o  i  nunc 

LIPiTOR  cuts  the  risk  of  stroke  by  nearly  half  (48%). 


The  results  from  a  landmark  clinical  trial  are  in.  If  you  have  diabetes  and  other  risk  factors, 
LIPITOR®  can  significantly  reduce  your  risk  of  a  stroke  by  nearly  half.  Why  wait  any  longer? 
Talk  to  your  doctor  today.  Find  out  if  LIPITOR,  the  #1  prescribed  cholesterol  medicine  in  the 
world,  is  right  for  you.  Call  us  at  1-888-LIPITOR  (1-888-547-4867).  Find  us  on  the  web  at 
www.lipitor.com 

Risk  factors  for  heart  disease  include  high  blood  pressure,  smoking  or  complications  of 
diabetes,  including  eye  disease  and  protein  in  urine. 

atorv&st&tin  cs/c/um 

IMPORTANT  INFORMATION: 

LIPITOR®  (atorvastatin  calcium)  is  a  prescription  drug.  It  is  used  in  patients  with  multiple  risk 
factors  for  heart  disease  such  as  family  history,  high  blood  pressure,  age,  low  HDL  or  smoking 
to  reduce  the  risk  of  heart  attack  and  stroke  and,  along  with  a  low-fat  diet,  to  lower  cholesterol. 

It  is  also  used  in  patients  with  type  2  diabetes  and  at  least  one  other  risk  factor  for  heart  disease 
such  as  high  blood  pressure,  smoking  or  complications  of  diabetes,  including  eye  disease  and 
protein  in  urine,  to  reduce  the  risk  of  heart  attack  and  stroke. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those  with  liver  problems.  And  it  is  not  for  women  who 
are  nursing,  pregnant  or  may  become  pregnant. 

If  you  take  LIPITOR,  tell  your  doctor  if  you  feel  any  new  muscle  pain  or  weakness.  This  could  be 
a  sign  of  serious  muscle  side  effects.  Tell  your  doctor  about  all  the  medicines  you  take.  This  may 
help  avoid  serious  drug  interactions.  Your  doctor  should  do  blood  tests  to  check  your  liver 
function  before  and  during  treatment  and  may  adjust  your  dose.  The  most  common  side  effects 
are  gas,  constipation,  stomach  pain  and  heartburn.  They  tend  to  be  mild  and  often  go  away. 

Please  see  additional  important  information  on  next  page. 

LIPITOR  is  one  of  many  cholesterol-lowering  treatment  options  in  addition  to  diet  and  exercise 
that  you  and  your  doctor  can  consider. 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  no  matter 
your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines.  Call  1-866-706-2400. 
Or  visit  www.pfizerhelpfulanswers.com 


IMPORTANT  FACTS  Q 
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LOWERING  YOUR 
HIGH  CHOLESTEROL 

High  cholesterol  is  more  than  just  a  number,  it's  a  risk 
factor  that  should  not  be  ignored.  If  your  doctor  said 
you  have  high  cholesterol,  you  may  be  at  an  increased 
risk  for  heart  attack.  But  the  good  news  is,  you  can 
take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol-lowering 
medicine  like  UPITOR,  along  with  diet  and  exercise, 
you  could  be  on  your  way  to  lowering  your  cholesterol. 

Ready  to  start  eating  right  and  exercising  more?  Talk  to 
your  doctor  and  visit  the  American  Heart  Association 
at  www.amerieanheart.org. 

.  ✓ 

WHO  IS  LIPITOR  FOR?  * 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•Adults  and  children  over  K) 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or  may 
become  pregnant.  LIPITOR  may  harm  your  unborn 
baby.  It  you  become  pregnant,  stop  LIPI  TOR  and 
call  your  doctor  right  away. 

•  Women  who  arc  breast  feeding.  LIPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 


BEFORE  YOU  START  LIPITOR 

Tell  your  doctor: 

•  About  all  medications  you  lake,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 

ABOUT  LIPITOR 

LIPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C). 

LIPITOR  can  lower  the  risk  of  heart  attack  or  stroke  in 
patients  who  have  risk  factors  for  heart  disease  such  as: 

•  age.  smoking,  high  blood  pressure,  low  HDL-C. 
heart  disease  in  the  family,  or 

•  diabetes  with  risk  factor  such  as  eye 
problems,  kidney  problems,  smoking,  or 
high  blood  pressure 

v  ,  , 
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POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other  medicines 
with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  check  your  liver  before  you  start  LIPITOR  and 
while  you  are  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 

•  Nausea,  vomiting,  or  stomach  pain 

•  Brown  or  dark -colored  urine 

•  Feeling  more  tired  than  usual 

•  Your  skin  and  the  whites  of  your  eyes  turn  yellow 
If  you  have  these  symptoms,  call  your  doctor 
right  away. 

The  most  common  side  effects  of  LIPITOR  are: 

•  Headache  •  Constipation 

•  Diarrhea,  gas        •  Upset  stomach  and  stomach  pain 

•  Rash  •  Muscle  and  joint  pain 
Side  effects  are  usually  mild  and  may  go  away  by 
themselves.  Fewer  than  3  people  out  of  KK)  stopped 
taking  LIPITOR  because  of  side  effects. 


HOW  TO  TAKE  LIPITOR 

Do: 

•  Take  LIPITOR  as  prescribed  by  your  doctor. 

•  Try  to  eat  heart-healthy  foods  w  hile  you  take  LIPITOR. 

•  Take  LIPITOR  at  any  time  of  day.  with  or  without  fcxxi 

•  If  you  miss  a  dose,  take  it  as  soon  as  you  remember. 
But  if  it  has  been  more  than  12  hours  since  your  missed 
dose,  wait.  Take  the  next  dose  at  your  regular  time. 

Don't: 

•  Do  not  change  or  stop  your  dose  before  talking  to 
your  doctor. 

•  Do  not  start  new  medicines  before  talking  to  your  d(x:tor. 

•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 


NEED  MORE  INFORMATION? 

•  Ask  your  doctor  or  health  care  provider. 

•  Talk  to  your  pharmacist. 

•  Go  to  vvwn.lipitor.com  or  call  l-888-LIPITOR. 


Manufactured  by  Pfi/er  Ireland  Pharmaceuticals  Rx  only 
Dublin,  Ireland 

Distributed  by  Parke-Davis.  Division  of  Pfi/er  Inc. 

New  York.  NY  10017  USA 

£)  2005  Pfi/er  Ireland  Pharmaceuticals 

All  rights  reserved.  Printed  in  USA. 
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,m  10%  a  year.  And  they  did  it  the 
l-fashioned  way,  through  buying  good 
ildings  that  appreciated. 
By  using  individual  condo  sales  to 
mp  earnings  with  the  sales  proceeds, 
st  has  a  quick  fix.  Meanwhile,  Arch- 
ie and  the  like  have  adopted  a  more 
jtious  strategy:  They've  sold  entire 
ildings  to  condo  developers  and  chan- 
led  the  proceeds  into  replacement  pur- 
ases  of  larger  apartment  houses  with 
od  potential  but  in  need  of  fixing  up. 
ie  gains  aren't  counted  as  AFFO  and, 
cause  they  were  swapped  into  "like 
id  property,"  they're  tax  deferred.  A 
unk  of  the  gains  from  condo  conver- 
ts, though,  gets  taxed  through  a  real 
:ate  operating  subsidiary  at  the  35% 
rporate  tax  rate. 

This  adds  up.  Let's  say  Archstone  and 
st  each  have  50-unit  buildings  that 
ve  appreciated  by  $10  million  each 
ice  their  purchase.  Archstone  sells  its 
ilding  and  nets  $10  million  but  can 
>w  all  the  proceeds  into  a  better  loca- 
n  or  a  100-unit  fixer-upper.  It  then 
es  to  work  making  the  new  place  shine, 
nging  up  rents,  etc. — all  to  the  REIT's 
lg-term  benefit. 

Post,  meanwhile,  sells  units  one  by 
e  to  home  buyers.  It  cashes  in  on  the 
tie  $10  million  that  Archstone  did, 
lich  also  is  recycled  and  thus  not 
:ed.  Over  and  above  that,  say  it  col- 
ts a  $2  million  taxable  markup  on  the 
ndos.  The  $1.3  million  aftertax 
irkup  shows  on  Post's  AFFO  score- 
"d.  Seems  smart — as  long  as  condos 
nain  hot.  Should  the  much-expected 
iwdown  in  housing  come,  though, 
it  technique  surely  will  flag. 

Kimco  Realty,  which  owns  strip 
dls,  has  a  seemingly  swell  14.5% 
nualized  NAV  growth  and  7.8%  pro- 
ted  earnings  growth.  But  compared 
other  strip  mall  REITs,  Kimco  is  sub- 
r;  the  average  NAV  growth  in  the 
)up  is  17.2%.  A  Kimco  manager  says 
:  company's  NAV  is  hard  to  under- 
nd  in  financial  statements.  A  smaller 
al,  Pan  Pacific,  has  averaged  23.7% 
V  growth.  Both  Kimco  and  Mills  get 
cent  B  performance  grades  from  us 
ice  retail  REITs  eclipse  others  now.  Pan 
cific,  however,  gets  an  A.  F 


THE  FUNDS 


Meet  The 

Go-Anywhere  Gang 

Most  funds  work  within  well-defined  areas.  Not  these 
guys,  who  roam  over  the  investment  map,  to  good 
result  |  By  Michael  Maiello  and  Megan  Johnston 


THOSE  RIGID  MORNINGSTAR 
style  boxes  don't  do  justice  to 
a  merry  band  of  iconoclastic 
fund  managers  who  hunt 
stocks  in  every  corner  of  the 
forest.  Lately  the  bulk  of  Ronald  Muh- 
lenkamp's  assets  are  in  large  caps 
(66%);  in  2003  he  had  most  of  his  bets 
in  midcaps  (41%).  Muhlenkamp  has 
shown  a  gift  for  finding  winners  all  over 
the  place.  His  Muhlenkamp  Fund 
boasts  an  1 1.7%  annual  return  over  five 
years,  way  ahead  of  the  S&P  500's  0.5%. 

Muhlenkamp's  free-ranging  frater- 
nity goes  by  various  names:  "all-cap," 


To  manager 
Ron  Muhlenkamp, 
stocks  should  be  like 
the  sturdy  tractors 
on  his  farm. 


"multicap"  or  "go-anywhere"  funds. 
They  stand  apart  from  the  bulk  of 
actively  managed  funds,  which  mostly 
stay  inside  defined  categories  like  "large- 
cap  growth"  or  "small-cap  value." 

We've  culled  the  best-performing 
all-cap  funds  over  five  years  (see  table, 
p.  74),  which  takes  in  the  horrid  tech- 
bust  bear  market  and  the  subsequent 
erratic  recovery. 

According  to  none  other  than  War- 
ren Buffett,  the  best  investors  pay  no 
attention  to  market  cap,  especially  since 
some  large  caps  don't  deserve  to  be  iarge 
caps.  In  a  1984  speech  at  Columbia  Busi- 
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ness  School,  which  he  has  referred  hack  to 
many  times,  the  iiberinvestor  termed  it 
folly  to  buy  something  that  "had  been 
marked  up  substantially  last  week." 

For  17  years  the  value-oriented  Muh- 
lenkamp  Fund  has  been  able  to  show 
strong  performance  amid  little  turnover, 
just  7%  annually.  This  fund,  headquar- 
tered in  Wexford,  Pa.,  north  of  Pitts- 
burgh, charges  a  not  bad  1.14%  of  assets 
per  year.  It  has  a  commendable  resilience 
and  earns  a  FORBES  grade  of  A  in  up  mar- 
kets and  B  in  down  markets. 

With  an  engineering  degree  from  MIT 
and  a  Harvard  M.B.A.,  Muhlenkamp 
started  out  in  the  investing  world  as  a 
stock  analyst  at  brokerage  Berkley  Dean 
in  1968.  He  likes  to  say  that,  up  to  then, 
he  was  a  tabula  rasa  on  the  market,  never 
having  owned  a  stock  or  bond. 
He'd  taken  classes  in  corporate 
finance  but  not  on  the  market.  In 
1970  Muhlenkamp  turned  to 
managing  the  pension  fund  for 
Integon,  an  insurance  holding 
company,  where  he  put  together 
his  investment  philosophy.  In 
1 977  he  founded  his  own  invest- 
ment firm,  Muhlenkamp  &  Co., 
and  in  1988  launched  his  mutual 
fund,  which  currently  has  $3  bil- 
lion in  assets. 

The  now  gray-bearded  Muh- 
lenkamp, 62,  grew  up  as  one  of 
seven  children  on  an  Ohio  farm 
with  no  indoor  plumbing.  Today 
he  lives  on  his  own  95-acre  farm,  where 
he  grows  corn,  oats,  soybeans  and  hay. 
Part  of  the  joy  of  this  is  his  collection  of 
six  old  tractors,  similar  to  the  ones  he 
grew  up  on  in  the  1940s  and  1950s. 

To  Muhlenkamp,  stocks  should  be 
like  tractors:  sturdy  and  reliable.  So  he 
wants  companies  with  a  return  on  equity 
above  14%,  revenue  growth  of  at  least 
10%  a  year.  He'll  have  no  truck  with 
exotic  asset  allocation  theories,  saying, 
"Academic  theories  are  good  as  acade- 
mic theories,  but  my  job  is  to  make 
money." 

The  maverick  Muhlenkamp  is  guided 
by  a  peculiar  mix  of  bottom-up  stock 
picking  and  macroeconomic  forecasts.  He 
foresees  a  fairly  steady  economy  in  2006, 
with  2%  inflation  and  4  3%  short-term 


interest  rates.  Thus  he  concludes  that  the 
bottom  won't  fall  out  on  his  eclectic  col- 
lection of  holdings. 

He  owns  midcap  home  builder  NVR, 
despite  widespread  worries  that  there's  a 
housing  bubble  about  to  burst.  NVR, 
which  builds  in  the  mid-Atlantic  states 
and  the  southern  coastal  areas  down  to 
South  Carolina,  shouldn't  suffer  if  a  slow- 
down occurs,  by  his  reckoning.  Reason: 
Construction  remains  a  fragmented  busi- 
ness and  larger  outfits  like  NVR  have  the 
heft  to  take  market  share  away  from  the 
little  guys  when  orders  flag. 

Muhlenkamp  also  likes  drugmaker 
Pfizer,  even  though  it  got  slammed  last 
year  by  the  April  withdrawal  of  its 
painkiller  Bextra  amid  safety  concerns. 
He  stayed  patient  as  the  stock  slid  from 


Despite  the  2002  wipeout,  the  ri 
clocked  a  16.6%  five-year  annual  rera 
You  pay  for  that  privilege,  with  highw 
fees  of  1.7%. 

One  winner  for  them  is  Home 
tions  of  America,  which  provides  rera 
eling  and  restoration  for  houses.  It  b^ 
into  the  black  in  2004,  then  saw  a  n 
surge  in  late  2005  because  of  the  Hu( 
cane  Katrina  cleanup,  which  will 
ongoing  for  some  time. 

Hodges  also  has  done  well  ^ 
Charles  &  Colvard,  maker  of  artifj 
jewels  called  Moissanite.  These  n 
proved  very  popular  among  female  n 
ers  in  particular.  The  stock  has  douj| 
over  the  past  year. 

Stratton  Growth  Fund  likes  to  m 
sector  bets  and  right  now  is  heavily  i 


All-Cap  All-Stars 


These  mutual  funds  defy  the  standard  categories.  They  can  charge  into  large  caps,  then 
shift  into  small  caps.  Here  are  the  ones  with  the  best  five-year  records. 


ANNUA1 17FI)  RETURN 

ANNU 

FUND 

1-YEAR 

3-YEAR 

5-YEAR 

ASSETS 
(SMIL) 

EX  PEN 
PERS 

HEARTLAND  SELECT  VALUE 

13.5% 

21.7% 

12.6% 

$155 

$1,331 

HODGES 

17.3 

38.0 

16.6 

265 

I  E 

MUHLENKAMP 

7.9 

25.8 

11.7 

3,100 

1.1- 

STRATTON  GROWTH 

14.5 

26.2 

11.7 

173 

1.1= 

T  ROWE  PRICE  CAPITAL  APPRECIATION 

6.9 

15.6 

11.4 

7,400 

0.7S\ 

THIRD  AVENUE  VALUE 

16.5 

29.0 

11.8 

6,891 

1.1 

S&P  500  DAILY  REINV  IX 

4.9 

14.4 

0.5 

Figures  as  of  Dec  31  Source:  Upper. 

$29  to  $21  in  December,  then  was  vindi- 
cated by  year-end  court  victories  on 
patent  challenges  to  Pfizer's  blockbuster 
cholesterol  remedy,  Lipitor;  this  let  the 
company  maintain  exclusivity  until  201 1. 
The  stock  moved  back  up  to  $26. 

Another  offbeat  all-cap  on  our  list  is 
the  Hodges  Fund,  managed  by  Don  W. 
and  Craig  Hodges.  Don,  71,  debuted  the 
Dallas  fund  in  1992  and  his  son  Craig, 
42,  joined  in  1999.  Their  strategy  is  to 
tiiul  robustly  growing  companies  in 
overlooked  areas,  often  in  small-  and 
midcap  stocks,  and  that  sometimes  has 
led  to  volatile  results.  In  2002  they  suf- 
fered a  painful  26.3%  dip,  4.2  percentage 
points  worse  than  the  S&P  500's  loss  that 
year.  Overall,  for  those  with  strong  stom- 
achs, Hodges  has  been  rewarding. 


energy.  Manager  James  W.  Stratton,! 
avoids  the  large  names  like  ExxonM« 
and  BP,  though.  "They're  too  big  M 
bulky,"  says  Stratton,  and  they  lackB 
earnings  growth  he'd  get  from  a  "ml 
focused  company."  That  means  a  sml 
fry  coal  outfit  like  Perm  Virginia,  wh§ 
earnings  shot  up  21%  to  533  million* 
year  through  Sept.  30.  The  stock  rose  m 
over  that  period.  I 
And  there's  8 1  -  war-old  Martin  \VB 
man's  storied  Third  Avenue  Value  Fui 
He  likes  Toyota  Industries,  the  pfl 
maker,  which  owns  a  chunk  of  the  Japfl 
ese  car  giant.  Factoring  out  proa 
gleaned  from  Toyota  Motors,  the  pfl 
concern  is  cheap  at  1 1  times  trailing  efl 
ings.  And  get  this:  Nine  percent  offl 
assets  are  in  bonds,  f 
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Compare  our 
margin  rate  with 
the  competition. 

But  at  5%,  we  don't  really  have  any. 


1    Fidelity  1 

Schwab 

1          .-    ,<:■■;                                  "        ■  . 

Ameritrade 

E*TRADE 

5.00% 

1-  -  iWtitiWIWtil  IMIM  II  lllliW^MW 

8.00% 

8.00% 

7.24% 

Margin  Rate1 

for  balance  of 
$500K 


Data  verified  as  of  12/15/05.  Competitor  rates  and  eligibility  criteria  may  vary  at  higher  margin  balances,  but  none  offer 
less  than  6.24%.  Fidelity's  rate  is  for  any  margin  balance  over  $500,000.  Not  all  online  brokers  included  in  comparison. 


Call  our  specialists  at  1.800.972.2166.  FldCl/tV 

Smart  move." 


Over  100  locations  nationwide    I    1.800.972.2166    I  Fidelity.com/margin 


1  Margin  trading  entails  greater  risk,  including  but  not  iimited  to  risk  of  loss  (losing  more  funds  than  you  deposit)  and 
incurrence  of  margin  interest  debt,  and  is  not  suitable  for  all  investors.  Please  assess  your  financial  circumstances 
and  risk  tolerance  prior  to  trading  on  margin.  Margin  rates  are  not  guaranteed  and  are  subject  to  change 

without  prior  notification.  > 

Fidelity  margin  credit  is  extended  by  National  Financial  Services,  Member  NYSE,  SIPC,  a  Fidelity  Investments  company. 
Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  421486 


Health 


lANCER 


rug  Rehab 


iw  Celgene  turned  thalidomide  from  villain  to  blockbuster  \  By  Matthew  Herper 


HALIDOMIDE  WAS  INVENTED  SO  LONG 
that  its  original  patent  expired  in  the  previ- 
[  century,  and  it  was  responsible  for  the 
zest  catastrophe  in  pharmaceutical  history — 
usands  of  babies  born  with  flippers  instead 
rms  and  legs.  How  is  it  that  this  drug  is  now 
ducing  a  windfall  for  a  biotechnology  firm? 
gene,  in  Summit,  N.J.,  charges  patients  who 
d  the  drug  $2,500  a  month. 
Forty-nine  years  after  the  birth  defects, 
lidomide  is  having  an  unexpected  revival  as  a 
ent  cancer  fighter.  Thanks  to  thalidomide 
d  a  new  offshoot  of  it),  Celgene  has  built 
If  into  a  company  with  a  market  value  of 
billion.  Over  the  last  five  years  its  shares  have 
performed  those  of  far  better  known  biotechs 
h  as  Amgen,  Genentech  and  Genzyme. 
"It's  serendipity,"  says  Sol  J.  Barer,  59,  the 
mist  who  cofounded  Celgene  25  years  ago 
1  will  take  over  as  chief  executive  in  May. 
ur  task  with  thalidomide  has  been  to  under- 
id  its  unique  biology  enough  that  we  can  un- 
stand  new  generations  of  drugs." 
Today  thalidomide  is  widely  used  to  treat 
tiple  myeloma,  a  deadly  blood-and-bone- 
row  cancer  that  afflicts  50,000  people  in  the 
Thalomid,  Celgene's  branded  version,  gen- 
ted  $388  million  of  Celgene's  $537  million  in 
s  last  year,  even  though  the  company  has  yet 
eceive  approval  to  market  the  drug  for  that 
(The  drug  first  won  U.S.  approval  in  1998 
treating  a  skin  condition  caused  by  leprosy.) 
In  December  Celgene  won  approval  for  its 
ond  drug,  Revlimid,  the  product  of  a  13-year 
est  to  develop  a  version  of  thalidomide  that 
uld  be  just  as  potent  against  cancer  but  would 
k  most  of  the  old  drug's  side  effects,  such  as 
rve  damage  and  fatigue.  Combined  sales  for 
\  two  drugs  could  reach  $  1 .5  billion  in  2008, 
ording  to  investment  bank  Leerink  Swann. 


The  good  chemist:  Sol  Barer,  Celgene's  next  chief,  at  the  company's  New  Jersey  labs. 
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Health 

Long  Road  Back 


I  halfdorfidc,  a 
sleeping  pill,  is  linked 
to  thousands  of  birth  defects  four 
years  after  its  iaunch  In  Europe. 


1962 


Frances  Kelsey,  an  FDA  medical 
officer,  is  widely  credited  with 
preventing  thalidomide  from 
reaching  U.S.  shores.  The  good  p.r. 
helps  Congress 
change  the  law, 
demanding  for 
the  first  time 
that  companies 
prove  that 
drugs  are 
effective. 


1991 


Research  at  Rockefeller  University 
shows  thalidomide  might  be 
effective  in  treating  leprosy, 
tuberculosis,  AIDS.  Celgene,  seeing 
that  data,  licenses  the  drug. 


1994 


Harvard  researchers  Robert 
DAmato  and  Judah  Folkman  find 
the  drug  works  to  prevent  blood 
vessel  growth,  a  hint  that  it  may 
work  in  cancer. 


1997 


A  desperate  wife  convinces  a  doctor 
to  try  thalidomide  for  her  husband's 
multiple  myeloma.  Patient  dies  but 
next  patient  has  dramatic  response. 

Celgene's  branded  version, 
Thalomid,  is  approved  to 
treat  symptoms  of 
leprosy. 


2! 


3>  rh, 


Revlimid.  i 
fewer  sidt 
Thaiomid 


issor  drug  with 
5,  approved; 
sach  $388  million. 


Revlimid  is  used  to  treat  another  rare 
blood  cancer  called  5q-  syndrome,  which  af- 
fects 1,000  new  patients  each  year,  mak- 
ing them  so  anemic  they  need  weekly 
transfusions.  In  77  of  the  148  patients  in 
a  small. trial,  Revlimid  seemed  to  make 
all  signs  of  the  disease  disappear  entirely. 

Within  the  next  six  months  Celgene  will 
likely  win  approval  to  market  both  Thalomid 
and  Revlimid  as  treatments  for  multiple 
myeloma.  This  cancer  causes  the  body  to 
churn  out  defective  immune  cells  and  pro- 
teins; tumors  eventually  spread  to  the  bones, 
often  causing  dozens  of  fractures.  Patients 
usually  die  within  four  years.  Celgene 
scientists  still  don't  know  exactly  how 
thalidomide  works,  only  that  it  is 
extremely  effective  at  stopping  the 
malignant  cells.  It  kills  the  cells  directly, 
silences  their  growth  signals  and  starves 
tumors  of  their  blood  supply. 

Among  biotechs  Celgene  is  a 
throwback  to  a  time  when  drug  discovery  was 
based  more  on  chemistry  and  serendipity 
than  on  computerized  genetic  screening 
methods.  It  grew  up  selling  chemical  inter- 
mediates that  bigger  drug  firms  used  to  make 
pills.  But  by  1990  Celgene  was  still  unprof- 
itable and  had  nowhere  near  the  margins  its 
clients  enjoyed. 

In  1991  Barer  came  across  work  done  at 
Rockefeller  University  that  linked  thalidomide 
to  profound  anti-inflammatory  properties.  It 
also  seemed  to  have  potential  for  treating  AIDS 
and  tuberculosis.  Barer  licensed  it  immedi- 
ately, guessing  that  there  could  be  an  even 
wider  range  of  diseases  it  might  affect.  No  one 
else  wanted  to  touch  thalidomide.  The  Food  & 
Drug  Administration  had  had  to  take  the 
unusual  step  of  making  the  drug  itself  for  use 
among  people  affected  by  leprosy.  "There  was 
skepticism  whether  it  would  be  approved  for 
any  indication,"  Barer  says,  "there  was 
skepticism  as  to  whether  it  would  work  in  on- 
cology, and  there  was  skepticism  regarding 
whether  it  would  be  a  commercial  success." 
Barer  put  David  Stirling,  one  of  his 
best  chemists,  in  charge  of  trying  to 
fix  this  poisonous  molecule.  "Take  out 
the  bad  bits,"  Barer  told  him.  After  five 
years  of  arduous  synthesis  and  testing,  Stir- 
ling's researchers  came  up  with  their  first 
promising  tweak  of  thalidomide,  Revlimid, 
by  moving  one  oxygen  atom  and  adding  a 
bit  of  ammonia. 


Meanwhile,  Celgene  was  prepar 
thalidomide  for  approval  as  a  leprosy  dr 
working  on  the  main  hurdle  set  before  it 
the  FDA:  It  had  to  create  a  system  of  che 
and  balances  that  would  keep  pregm 
women  from  getting  the  drug.  This  tc 
years,  and  the  complicated  prescribing  a 
tern  is  now  patented — and  is  part  of  w 
protects  the  50-year-old  thalidomide  fr< 
competition  by  generics. 

In  1 996  serendipity  arrived,  in  the  fo 
of  Beth  Jacobson,  then  a  34-year-old  law 
at  Skadden,  Arps  in  Manhattan.  Her  h 
band,  a  cardiologist  named  Ira  Wolmer,  \ 
diagnosed  with  multiple  myeloma  at  I 
unusually  early  age  of  35.  She  spent  \ 
nights  on  the  floor  of  her  husband's  hosp 
room,  reading  medical  journals.  During 
day  she  called  doctors.  One  Saturday  nij 
Judah  Folkman,  the  famed  Harvard  can 
researcher,  returned  her  call.  On  the  phc 
he  suddenly  hatched  a  radical  idea:  Why  r 
try  thalidomide?  Experiments  in  his  lab  in 
cated  the  drug  had  anticancer  potential. 

Jacobson  persuaded  her  husband's  dc 
tor,  Bart  Barlogie,  to  try  the  drug,  but 
failed.  Wolmer  died  three  months  later.  E 
Barlogie,  having  little  else  to  offer  patien 
tried  it  a  second  time — and  that  patient 
still  alive  eight  years  later.  Barlogie  contact 
Celgene,  and  the  company  funded  an  8 
patient  trial.  In  November  1999  the  resu 
were  published  in  the  New  England  Journal 
Medicine:  32%  of  patients  saw  levels 
defective  protein  in  their  blood  decrea 
dramatically.  Over  the  next  eight  years  C 
gene  quadrupled  the  price  of  thalidomk 
bringing  it  in  line  with  other  effective  cai 
cer  pills.  Myeloma  patients  take  it  as  long 
it  works  and  they  can  handle  the  side  effec 

Researchers  at  the  Dana-Farber  Cane 
Institute  in  Boston  took  Celgene's  improv 
version,  Revlimid,  and  rushed  it  into  myelor 
trials.  Doctors  at  the  Moffirt  Cancer  Center 
Tampa,  Fla.  saw  its  potential  for  treating  5< 
syndrome.  Now  on  the  market  for  treatii 
that  rarer  cancer,  Revlimid  costs  twice 
much  as  thalidomide.  It  has  also  show 
promise  against  leukemia  and  lymphoma. 

Barer  confronts  a  certain  amount  of  coi 
troversy  about  the  cost  of  his  drugs.  Investo 
who  have  bid  Celgene's  stock  up  to  76  tirn 
2006  earnings  believe  that  the  company  w 
overcome  this  criticism  and  that  heali 
insurers  will  not  balk  at  the  bills. 
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Tomorrow's  water  forecast  calls  for  clear, 

with  a  good  chance  for  more  of  the  same. 


The  world's  thirst  for  fresh  water  is  growing  faster  than  nature 
can  provide.  It's  quickly  becoming  one  of  the  key  resource  issues  of  the 
21st  century.  For  two  decades,  Dow  has  been  the  leader  in  providing 
one  of  the  most  promising  solutions.  Using  FILMTEC™  reverse  osmosis 
membrane  technology  from  Dow,  communities  in  water-stressed 
areas  have  access  to  clean,  fresh,  affordable  water  from  seawater 
desalination  and  from  lakes  and  rivers  that  were  previously  unsuitable 
due  to  pollution.  The  world  can  have  quality  water  for  life.  All  we  need 
is  the  right  chemistry. 


Health 


Lifestyle 


Communication 


Transportation 


Building 


Living. 
Improved  daily! 


www.dow.com 


®  TM  Trademark  of  The  Dow  Chemical  Company 
("Dow"l  or  an  affiliated  company  of  Dow. 


Selling  Sleep 


Who's  making  big  bucks 
off  your  insomnia? 

_^  BY  MELANIE  WELLS 

^g§8^   VER  THE  LAST  YEAR  YOU  COULD  HAVE  MADE  A 
m^TT^^  pile  of  money  by  betting  on  a  Little  company  in 
I  the  business  of ...  insomnia.  Shares  of  ResMed,  in 
I  Poway,  Calif.,  leaped  44%,  selling  $465  million 
I  worth  of  "sleep-disordered-breathing"  equip- 
H^jW  ment — face  masks,  nasal  pillows,  humidifiers  and 
so-called  continuous  positive  airway  pressure 
devices.  "It's  a  monster  market;  it's  bigger  than  Ben-Hur"  says 
Peter  C.  Farrell,  ResMed's  voluble  chief  executive.  You'd  have 
done  even  better  as  an  original  investor  in  Pacific  Sleep  Medi- 
cine Services,  a  small  chain  of  sleep  centers,  mostly  in  southern 
California.  One  of  its  founders  who  chipped  in  an  undisclosed 
amount  in  1998  saw  his  ante  jump  a  hundredfold,  says  Tom  J. 
Wiedel,  Pacific  Sleep's  chief  financial  officer. 

A  bad  night's  sleep  is  reason  for  a  very  big  business.  Sleeping 
pills,  led  by  Ambien,  rack  up  more  than  $2  billion  a  year  in  the 
U.S.  Then  there  is  the  revenue  from  overnight  stays  at  sleep  clin- 
ics, over-the-counter  pills,  a  parade  of  gimmicks  and  a  thriving 
business  for  sleep  specialists.  For  four  bucks  you  can  pick  up  the 
Insomnia  Relief  Scent  Inhaler  (lavender,  rosemary,  chamomile 
and  vetiver,  a  grass  root)  from  Earth  Solutions  of  Atlanta.  The 
Original  Sound  Pillow  ($50)  comes  with  two  thin  speakers  and  a 
headphone  jack  for  your  iPod  or  Discman.  Spend  a  bit  more 
($147)  for  an  MP3-like  player  called  Pzizz  that  plays  music,  voices 
and  tones  geared  to  helping  you  fall  asleep.  Dreamate,  an  $80 
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device  worn  as  a  bracelet,  supposedly  de- 
livers a  6,000rpm  massage  to  the  "sleeping 
golden  triangle,"  a.k.a.  the  wrist.  Sealy's 
Stearns  &  Foster  unit  is  now  selling  a 
$10,000  mattress  fit  for  a  princess  afflicted 
with  insomnia.  It  is  topped  with  latex  and 
stitched  with  real  silver  threads.  Hypnos 
goes  one  better,  with  a  king-size  mattress 
filled  with  layers  of  silk,  cashmere  and 
lamb's  wool  and  topped  with  a  $20,000 
sticker.  And  coming  this  spring  from 
Matsushita  Electric  Works:  a  room  tricked 
out  to  induce  "deep  sleep"  within  30  min- 
utes. It  includes  a  reclining  bed,  sound- 
absorbent  walls  and  somniferous  sights 
and  sounds  from  a  wide-screen  TV. 

"Sleep  is  the  new  sex."  So  says  psy- 
chologist Arthur  J.  Spielman,  associate 


director  of  the  Center  for  Sleep  Disorders 
Medicine  &  Research  at  New  York 
Methodist  Hospital  in  Brooklyn,  N.Y. 
"People  want  it,  need  it,  can't  get  enough 
of  it."  The  same  could  be  said  of  profits. 
Spielman  is  coauthor  of  The  Insomnia 
Answer  ($24,  Perigee  Books,  2006).  He  is 
also  developing  light-delivering  goggles 
that  are  supposed  to  help  people  reset  the 
circadian  rhythms  that  govern  when  they 
nod  off  and  wake  up,  so  they  fall  asleep 
faster  and  stay  asleep  longer. 

Sleep  is  also  the  new  snake  oil — the 
promise  of  a  good  snooze  from  a  book  or 
a  bed  or  a  bottle.  It's  easy  pickings.  Who 
isn't  somewhat  slumber-deprived?  Given 
the  demands  of  work  and  family,  no  one 
gets  "enough"  sleep,  whatever  that  is.  The 


Morpheus  mongers  point  to  all  kinds, 
studies  on  their  behalf.  The  number 
Americans  who  say  they  sleep  less  than 
hours  a  night — 16%  in  2005,  compar 
with  12%  in  1998 — is  on  the  rise,  clau 
the  National  Sleep  Foundation,  whi« 
coincidentally,  gets  funding  from  pharn 
ceutical  companies.  According  to  t 
American  Academy  of  Sleep  Medicii 
there  are  81  chronic  sleeping  disorde 
from  apnea,  which  causes  interrupt 
breathing,  to  restless  leg  syndrome.  1 
wonder  sleep  labs  are  popping  up  evet 
where — 650  and  counting,  compar 
with  just  a  few  in  the  mid-1970s. 

According  to  the  National  Institul 
of  Health,  sleeplessness  creates  $16  billiJ 
in  annual  health  care  expenses  and  $ 
billion  in  lost  productivity.  Scientists  a 
finding  that  chronically  reduced  or  d: 
rupted  sleep  may  increase  the  risk  of  ob 
sity,  diabetes  and  cardiovascular  disea: 
"We  know  from  all  the  research  that  sle< 
is  just  as  important  to  overall  health 
exercise  and  diet,"  says  Carl  Hunt,  spec 
assistant  to  the  director  of  the  Nation 
Heart,  Lung  &  Blood  Institute  at  the  NI 

Drowsiness  causes  an  estimatt 
100,000  car  crashes  in  the  U.S.  each  ye; 


P 


SLEEP  IS  THE  NEW  SEX," 

says  psychologist 
ArthurJ.  Spielman. 
eople  want  it,  need  it, 
m  t  get  enough  of  it." 
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ill  awake?  A  sleep 
'subject  at  University 
of  Pennsylvania. 


according  to  the  National  Highway  Traffic 
Safety  Administration,  and  kills  1,500. 
Fatigue-related  accidents  on  the  job  are  a 
hazard,  too,  particularly  in  trucking  and 
health  care,  "where  people  are  working  ex- 
tended hours  and  where  small  areas  of 
inattention  can  cause  problems,"  says  Mar- 
tin Moore-Ede,  chief  executive  of  Orca- 
dian Technologies,  a  Burlington,  Mass. 
consultancy.  To  blame  is  not  merely  night 
shift  work  but  shifting  shifts — rotations 
from  morning  to  afternoon  to  graveyard. 
That  inconsistency  can  throw  off  a  person's 
internal  clock,  resulting  in  broken  sleep 
patterns  and  sometimes,  for  those  who  op- 
erate forklifts  or  other  machinery,  calamity. 
There  are  a  couple  of  easy  solutions  for 
people  in  the  "zombie  zone,"  says  Ted  L. 
Baker,  president  of  Shiftwork  Resources,  a 
Needham,  Mass.  consultancy  that  has 
worked  for  the  Nuclear  Regulatory  Com- 
mission, the  Air  Transport  Association  and 
the  National  Weather  Service.  Employers 
can  cut  back  on  overtime  assignments,  pro- 
vide a  place  for  naps  and  install  special 
lighting  in  control  rooms  or  at  work- 
stations— Baker's  company  sells  such  a 
system— to  help  people  adjust.  Sleeping 
pills?  Baker's  uneasy  about  recommending 
them  but  says,  "There's  a  lot  of  interest." 

No  one  is  better  positioned  to  exploit 
these  problems  than  drug  companies.  U.S. 
dollar  sales  of  prescription  sleeping  pills 
jumped  27%  through  last  September,  says 
IMS  Health.  One  highflier:  Sepracor's 

Real  Sleepers? 

There  are  many  ways  to  play  the  slumber  game— buying  shares  of  lodging 
companies,  drugmakers  and  snoring-device  outfits  is  one.  —Elizabeth  MacDonald 


COMPANY 


Lunesta,  introduced  last  April.  Sales  of  the 
drug — the  first  sleep  aid  approved  by  the 
Food  &  Drug  Administration  for  long- 
term  use — totaled  $329  million  through 
December,  with  3.5  million  prescriptions 
written.  With  help  from  advertising  ($186 
million  through  last  November),  revenue 
should  nearly  double  this  year.  "We're  ex- 
cited," says  David  Southwell,  chief  finan- 


MARRIOTT INTL 
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$66.80  $70.78 
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is  spending  $190  million  on  bed  linens 

25.09  29.21 
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awaits  FDA  approval  of  a  new  sleep  med 

38.05  42.81 
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devices  for  sleep-disordered  breathing 

35.97  43.03 
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products  for  respiratory  ills,  apnea 
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makes  bestselling  sleep  aid,  Ambien 
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57.09  66.55 
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sells  pillows  and  mattresses 

Prices  as  of  Feb  6.  'American  Depositary  Receipt.  NM:  Not  meaningful.  Source:  Worldscope  via  FactSet  Research  Systems. 


cial  officer  of  Sepracor 
Marlborough,  Mass.  "There 
such  a  huge,  untapped  marl 
of  insomniacs  out  there  w 
aren't  seeking  treatment, 
who  are  getting  suboptin 
treatment." 

And  so  many  medical  ma 
keters  to  pick  up  the  slack  "T 
ideal  drug?"  asks  Gary  Zarrur 
director  of  the  Sleep  Disorde 
Institute  in  Manhattan  ai 
chief  of  Clinilabs,  which  pr 
vides  clinical  trial  services 
pharmas.  "An  insomnia  va 
cine:  You  get  it  once  and  you 
never  have  insomnia  again 
Until  then  Pfizer,  the  gia 
behind  such  blockbuster  dru 
as  Lipitor  and  Viagra,  has 
partnership  with  Neurocrii 
Biosciences  of  San  Dieg 
developer  of  a  drug  calk 
Indiplon.  With  FDA  approv 
expected  in  the  spring,  Indiplc 
will  eventually  come  in  two  ve 
sions,  one  for  people  who  have  troub 
drifting  off  and  another  for  those  who  car 
stay  asleep  (known  as  "sleep  maintenance 
To  much  advertising  fanfare  Sanofi-Aventl 
has  fine-tuned  Ambien,  introduced  in  199 
with  a  longer-acting  version  called  Ambie 
CR  (for  "controlled  release"). 

Do  we  all  really  need  to  be  medicate 
into  dreamland?  "It's  probably  true  that  tl 
average  American  sleeps 
little  less  than  in  the  pas 
but  I  wouldn't  call  it  suffei 
ing,"  says  Daniel  F.  Kripk 
a  research  professor  in  th 
department  of  psychiatry 
UC,  San  Diego.  Many  doc 
tors  are  still  reluctant  t 
prescribe  sleeping  pill 
which  are  considered  pc 
tentially  habit-forming  anc 
for  many  users,  cause  next 
day  hangovers.  But  a  phys 
cian's  wariness  can  be 
pill  pusher's  opportunity 
Takeda  Pharmaceutical 
which  introduced  Rozeren 
last  September,  is  postpon 
ing  a  consumer  ad  cam 
paign  until  it  pitches  th 
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Take  your  everyday  business  document, 
spice  it  up  with  Xerox  color  and  it  could  attract  82% 
more  attention.  Now,  that'll  heat  things  up. 

Xerox  Color.  It  makes  business  sense. 


ox  color  turns  people  on.  It  makes  everything  easier 
ead,  understand  and  remember.  Whether  you  use 
d  highlight  facts,  underscore  conclusions,  or  to  get 
ing  statements  noticed,  Xerox  color  improves  business 
formance.  Why  Xerox  color  over  others?  Consider 
5.  We've  been  putting  color  into  documents  for  over 


30  years.  We  know  what  color  can  do.  And  because 
of  our  years  of  experience  with  businesses  large  and 
small,  we've  been  able  to  create  a  wide  range  of  color 
products  to  fit  a  variety  of  business  needs.  Let  Xerox 
color  add  spice  to  your  business.  Call  one  of  our  color 
experts  and  see  how  much  more  attention  you'll  get. 


Xerox  color  printers 
multifunction  systems 
&  digital  presses 


XEROX. 


Technology  |  Document  Management  |  Consulting  Services 


'ox.com/color 

00-ASK-XEROX  ext.  COLOR 


6  XEROX  CORPORATION  All  rights  reserved  XEROX"  and  Xerox  Color  It  makes  business  sense  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries 


Selling  Sleep 


drug's  safety  to  65,000  doctors.  Targeting 
the  brain's  melatonin  receptors,  it's  the  first 
sleeping  pill  not  designated  a  "controlled 
substance." 

Don't  like  knockout  drops?  Then  try 
staying  at  the  Marina  del  Rey  Marriott, 
outside  Los  Angeles.  It's  one  of  several 
Marriott  hotels  spending  $8,000  to 
$15,000  a  year  on  aromatherapy,  pumped 
through  the  ventilation  system.  To  relax, 
get  a  lungful  of  a  fragrance  called  "Zan- 
zibar Mist,"  which  includes  oils  of  lemon- 
grass,  ylang-ylang  (derived 


Self-molding 
foam  on  pillow 
reacts  to  body 
temp.  Price: 
$I50-$I75. 


from  the  flowers  of  a  tropical  tree)  and 
coconut.  Then  recline  on  one  of  the  new 
beds,  fitted  with  a  goose-down-stuffed 
duvet,  a  fat  mattress  and  seven  pillows. 
Counting  just  the  linens,  Marriott  is 
going  to  spend  $190  million  on  a 
makeover  of  600,000  beds  in  2,400  hotels. 
"I  want  to  make  it  easy  for  people  to  get 
into  bed,"  says  Steve  J.  Samson,  senior 
director  of  room  operations  at  Marriott 
International.  "When  you  jump  in,  you 
get  that  'ahhhhh'  feeling." 

From  his  lips  to  Marriott's  purse.  Rev- 


enue per  available  room  is  expected  to  r 
by  as  much  as  9%  in  2006,  after  increasi 
9.2%  in  the  third  quarter  of  last  ye; 
Theme  of  Marriott's  $90  million  print  ai 
billboard  ad  campaign:  well-rested  fol 
leaping  out  of  bed. 

What  about  a  quick  nap?  Steev 
RamsDell  runs  a  small  chain  of  snoozi 
suites  in  the  Mall  of  America  near  Mi 
neapolis.  "This  is  a  place  to  rest,  relax  ai 
rejuvenate — want  to  join  me?"  he  sa; 
calling  to  passersby  in  the  mall.  "Try  it: 
minutes  for  $7."  Since  MinneNapo 


SHOP  TIL  YOU  DROP  OF 

There's  no  end  of  products  (to  say  nothing  ( 
services)  that  promise  a  better  night's  sleej 


Don  shades  and  listen  to  one  of  II  sooth- 
ing sounds  from  InnerPulse  ($199). 


Say  ta-ta  to  sic  I 
apnea  wl 
ResMed's  na  [ 
pillow  systil 
for  $IC  I 


Earth  Solutions  sells  many  $4  inhalers, 
including  one  for  insomnia  (below). 


Made  by  Sepracor  and 
introduced  last  April, 
Lunesta  is  a  big  seller. 


The  Sleeptracker  claims  to  wake  you 
up  at  the  "optimal"  moment— for  $150. 


The 

go  LITE  pi 
($199)  helps  with 
depression  and  readjust- 
ing your  internal  clock  for  better  sleep 
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Eleven  kirn 
of  pillow 
And  y 
thought  yo 
knew  every  so 
of  sleep  ai 


1 


and-monitoring  system  with  an  alarm  to  wake  up  drivers  before  they  doze  off  at  the  wheel. 


opened  in  November,  more  than  1,000 
shoppers  have  stopped  by  to  rest  in  one  of 
six  rooms.  One  has  an  Asian  theme;  an- 
other, called  the  "deep-space"  room,  has  a 
bunk  bed  and  glow-in-the-dark  stars.  But 
RamsDell  admits  this  is  a  hard  sell.  "Peo- 
ple say,  'Why  would  I  pay  70  cents  a 
minute  to  take  a  nap?' "  he  sighs.  "We  have 
to  educate  them.  This  isn't  a  park  bench." 

At  MetroNaps  frazzled  New  Yorkers 
can  pay  $14  for  a  20-minute  catnap  in  a 
room  with  eight  futuristic-looking  pods — 
lounge  chairs  with  head  covers  and  head- 
phones. From  his  office  on  the  24th  floor  of 
the  Empire  State  Building  cofounder 
Christopher  Lindholst  aims  to  sell  napping 
franchises  for  $25,000  each.  Is  he  dream- 
ing? Today  his  only  other  pods  are  in  the 
airport  in  Vancouver, 
B.C.;  a  New  York  fran- 
chisee starts  up  in  April. 
"This  is  like  opening 
gyms  in  the  1970s  and 
selling  bottled  water  in 
the  1980s,"  he  says. 

There  is  such  a  thing 
as  being  too  far  ahead  of 
your  time.  A  few  years 
back  Craig  Yarde,  the 
founder  and  chief  executive  of  Yarde  Met- 
als, a  Southington,  Conn,  distributor  of 
specialty  steel  and  aluminum  products,  in- 
stalled ten  nap  rooms  in  the  company's 
main  office  and  largest  branches.  It  even 
holds  an  annual  "nap  day,"  where  Yarde, 
who  says  he  enjoys  the  occasional  midday 
shut-eye,  emphasizes  the  importance  of 
getting  proper  sleep  at  night.  Even  so,  the 
nap  rooms  in  the  privately  held  company 
don't  get  a  lot  of  use,  so  Yarde  recently 
turned  one  of  three  nap  oudets  in  its  main 
office  into  a  smoking  room. 

Perhaps  one  reason  commercial  siestas 
haven't  caught  on  is  the  pressure — both 
real  and  imagined — to  function  with  less 


sleep  rather  than  more.  "There's  a  macho 
sense  that  if  you're  tough,  motivated  and 
want  to  get  ahead,  you  can  get  by  on  less 
sleep,"  says  Hunt  of  the  NIH.  Especially 
when  guys  like  General  Electric's  Jeffrey 
Immelt  boast  they  can  survive  on  five 
hours  a  night  and  still  run  a  dozen  multi- 
billion-dollar  divisions. 

"The  evidence  shows  these  people  are 
all  kidding  themselves,"  says  James  Maas,  a 
sleep  researcher  and  professor  of  psychol- 
ogy at  Cornell  University.  "People  who  can 
actually  get  by  on  five  hours  of  sleep  or  less, 
rounded  to  the  nearest  percent,  is  zero." 

Meanwhile,  a  mini  industry  is  emerging 
to  help  us  stay  awake.  Starting  with  its  2008 
models,  Ford's  Volvo  division  will  offer  a 
system  designed  to  wake  up  drivers  before 


C< 


I  want  to  make  it 

EASY  FOR  PEOPLE  TO  GET 

INTO  BED,"  says  Steve  J. 
Samson  of  Marriott 
International. 


they  doze  off  at  the  wheel.  A  camera 
monitors  the  road,  lane  markings  and  prox- 
imity to  other  vehicles.  That  information  is 
fed  into  a  software  system  that  compares 
the  curvature  of  the  road,  the  speed  and 
other  factors  with  a  "reasonable  path"  al- 
gorithm. When  the  Volvo  senses  that  its  dri- 
ver is  about  to  nod  off,  it  sets  off  a  gong  and 
some  dashboard  lights.  If  the  driver  doesn't 
react,  the  alarm  sounds  again,  three  times. 

Are  you  getting  enough  sleep?  After 
many  years  of  study,  no  one  knows  how 
much  sleep  we  need  to  function  normally. 
David  F.  Dinges,  a  professor  and  sleep  re- 
searcher in  the  department  of  psychiatry  at 
the  University  of  Pennsylvania,  is  trying  to 


help  companies  and  the  U.S.  governmc 
figure  some  of  this  out.  Recently,  at  Pen; 
Unit  for  Experimental  Psychiatry  Din^ 
was  hovering  after  Cynthia  Taylor,  40,  sat 
a  driving  simulator  after  getting  only  fo 
hours  of  sleep  for  five  nights  in  a  row, 
haven't  crashed  yet,"  Taylor  says,  referri 
to  the  simulated  stretch  of  road  on  a  sere 
in  the  daily,  20-minute  driving  test.  "Bu 
tend  to  swerve  more  than  usual." 

Taylor,  a  gift-shop  manager  at 
Philadelphia  hospital,  is  one  of  180  adu 
participating  in  a  $1.2  million  stu 
underwritten  by  the  NIH  National  Institx 
of  Nursing  Research,  to  determine  he 
much  sleep  people  need  to  "recover"  aft 
being  awake  for  long  periods  of  tin] 
Dinges,  who  has  headed  studies  for  tl 
Transportation  Safety  Administration  at 
NASA,  has  also  conducted  research  f 
Cephalon,  the  maker  of  Provigil  ($364  m 
Hon  worth  sold  in  eight  months  last  yeai 
a  drug  created  to  treat  excessive  sleepine 
including  narcolepsy.  It  is  also  occasional 
prescribed  for  people  who  need  to  get  1 
on  less  sleep,  says  Orcadian's  Moore-Ed 
"If  we  understand  the  mechanism 
can  we  trick  the  brain  into  not  needir 
sleep?"  Dinges  muse 
"Will  it  lead  to  a  mo 
productive  and  healtl 
human  being?" 

Even  if  this  researc 
goes  nowhere,  there 
plenty  of  opportunity 
make  a  buck  helpir 
people  get  the  most  oi 
of  their  slumber.  Sleej 
tracker  is  a  $150  wri 
alarm  that  supposedly  detects  when  you' 
in  a  light  stage  of  sleep  and  wakes  you  up 
the  optimal  moment.  "We  sold  hundrec 
of  units  in  the  first  days  we  were  out,"  sa) 
Lee  Loree,  whose  Innovative  Sleep  Soli 
tions  of  Adanta  invented  and  markets  th 
device.  How  about  an  alarm  clock/lam 
that  wakes  you  by  slowly  mimicking  th 
change  of  dawn  light?  NatureBright  sells 
$190  device.  You  can  even  recover  from  M 
lag  (and  get  help  with  winter  blues)  with 
$279  visor  with  battery  pack  from  Ligf 
Therapy  Products. 

Now — to  work  on  those  bedbugs.  I 


Additional  reporting  by  Megan  Johnston 
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Introducing  Shannon  Banks. 

The  next  great  Chief  of  Surgery. 

 —  — 


As  a  pre-med  student  studying  at  one  of  America's  Historically  Black  Colleges  and  Universities 
(HBCU),  Shannon  is  poised  to  make  great  contributions  to  medicine.  A  commitment  to 
developing  future  leaders  is  why  Honda  sponsors  HBCU  programs  such  as  the  Honda  Campus 
All-Star  Challenge  and  Honda  Battle  of  the  Bands.  Because  of  the  important  work  done  by 
these  great  educational  institutions,  young  people  like  Shannon  will  one  day  literally  save  lives. 


The  Power  of  Dreams 


For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com.  ©  2005  American  Honda  Motor  Co..  Inc. 


Internet  Battle 


mam  N  A  W1NDOWLESS  ROOM  IN  NEW  YORK  CITY,  A  COMPUTER 
engineer  with  owlish  glasses — call  her  "Jenny  Chen" — 
I  peers  at  a  color-coded  bar  graph  on  her  PC  screen.  Her 
I  group  is  launching  attacks  on  the  Chinese  wall  of  censor- 
I  ship  that  blocks  access  to  sites  discussing  verboten  topics 
I  like  civil  rights  and  democracy.  The  graph  displays  how 
HB  many  Chinese  that  month  evaded  the  country's  censorship 
to  condemn  the  Chinese  Communist  Party. 

Chen,  a  Beijing-born  woman  of  about  40,  runs  her  own  IT 
businesses.  Her  group,  and  like-minded  "hacktivists"  (as  they  call 
themselves)  spread  around  the  globe,  are  chipping  away  at  the 
Golden  Shield,  the  term  that 
describes  the  filtering  sys- 
tem that  censors  the  Inter- 
net and  e-mail  of  China's 
110  million  Internet  users. 
The  invaders  slip  contra- 
band words  and  ideas  in 
and  out  of  the  country  via 
such  means  as  mass  e-mails, 
proxy  servers  that  aren't  yet 
blacked  out  and  code  words 
that  aren't  yet  on  govern- 
ment blacklists. 

Arrayed  in  battle 
against  the  hackers  are  the 
Chinese  Communist  Party 
and  an  assortment  of  West- 
ern firms  that  provide  the 
hardware,  software  and 
search  services  that  make 
the  Chinese  Internet  run: 
Cisco,  Google,  Microsoft, 
Nortel  Networks,  Sun 
Microsystems  and  Yahoo. 
These  companies  are  in  a 
bind.  They  cannot  do  busi- 
ness in  China  except  on  terms  dictated  by  the  Chinese  authori- 
ties, and  that  means  zapping  Web  traffic  that  strays  too  far  from 
the  party  line.  But  if  they  comply  they  become,  in  the  eyes  of 
Chinese  dissidents,  collaborators  with  an  oppressive  regime. 

The  Internet  firms  will  get  a  chance  to  squirm  in  public  on 
Feb.  15,  the  day  Representative  Christopher  Smith's  (R-N.J.) 
invitees  are  to  appear  before  his  Global  Human  Rights  subcom- 
mittee to  answer  questions  about  their  operations  in  China. 
Given  their  public  statements  to  date,  the  U.S.  firms  are  likely  to 
say  something  like  this:  We  must  comply  with  local  laws;  we 
think  it's  better  for  Chinese  citizens  to  be  getting  filtered  access 


With  engineering  help  from  half  a 
dozen  Western  firms,  the  Chinese 
Communist  Party  has  erected  a 
huge  apparatus  to  censor  free 
speech.  A  ragtag  crew  of  hacker 
dissidents  may  succeed  in  tearing 
it  down  |  By  Richard  C.  Morais 


to  the  Web  than  none  at  all;  and  we  hope  for  more  openness 
the  future. 

Sure  to  come  up:  the  case  of  Shi  Tao,  a  reporter  for  t 
Dangdai  Shang  Bao  (Contemporary  Business  News)  of  Huna 
who  forwarded,  ultimately  to  foreign  Web  sites,  his  account  of  p 
litical  directives  to  Chinese  journalists  forbidding  the  covera 
of  the  fifteenth  anniversary  of  the  Tiananmen  Square  massaci 
The  Paris-headquartered  free-speech  advocate  Reporters  Witho 
Borders,  citing  court  records,  says  Yahoo's  subsidiary  finger 
Shi  by  handing  Chinese  authorities  the  digital  fingerprints 
Shi's  e-mail.  The  evidence  led  to  the  journalist's  ten-year  prise 

sentence  last  year. 

Reporters  Without  Be 
ders  fumes  on  its  Web  sii 
"It  is  one  thing  to  turn 
blind  eye  to  the  Chine 
government's  abuses  and 
is  quite  another  thing 
collaborate."  Don't  try 
access  that  site  from  a  cor 
puter  in  Beijing.  If  you  d 
you'll  just  get  a  blank  pag 
On  Dec.  31  Microsc 
shut  down  Zhao  Jing's  po 
ular  blog,  penned  under  tl 
pseudonym  Michael  An 
Zhao,  who  writes  from  Be 
jing,  had  fiercely  criticize 
the  firing  of  an  editor  at 
progressive  newspaper 
Beijing.  Microsoft  says 
had  to  shut  down  the  bk 
based  on  the  "explicit  go 
ernment  notification" 
received.  "[The  U.S.  Inte 
net  companies]  argue  the 
have  to  follow  local  laws 
says  Corinna-Barbara  Francis,  China  analyst  for  Amnesty  Inte 
national  in  London.  "But  when  Microsoft  took  down  tl 
Michael  Anti  blog — what  was  the  law  they  were  following?  Ch 
nese  laws  protect  freedom  of  expression  and  freedom  of  tl 
press.  And  the  Yahoo  case  hits  home  really  hard.  We  have  aske 
Yahoo  whether  they  were  presented  with  a  court  order;  the  con 
pany  has  not  said  that  it  was.  So  it  seems  Yahoo  simply  wei 
along  with  a  political  request."  Yahoo  says  it  did  have  a  legal 
binding  request  and  only  responded  to  what  it  was  legally  con 
pelled  to  provide. 

Google  is  under  attack  for  allowing  its  Chinese  site  to  b 
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Chinese  leader  Hu  Jintao:  A  gradual 
transition,  or  an  electronic  upheaval? 


hijacked  by  the  authorities. 
Type  the  Chinese  characters 
for  "Falun  Gong"  (promi- 
nent among  China's  many 
outlawed  spiritual  move- 
ments) into  google.cn,  hit 
search  the  "entire  Web"  and 
you  get  626,000  hits  of 
Communist  Party  propa- 
ganda about  an  "evil  cult" 
that  makes  its  believers  go 
insane  and  commit  suicide. 
A  footnote  at  the  page  bot- 
tom, easily  overlooked,  tells 
Chinese  surfers  their  search  wasn't  complete.  Meanwhile,  a  Falun 
Gong  search  in  Chinese  characters  on  Google  in  the  Free  World 
comes  up  with  4  million  pages  of  all  sorts,  from  supportive  to 
hostile.  Says  Congressman  Smith:  "Many  Chinese  have  suffered 
imprisonment  and  torture  in  the  service  of  truth — and  now 
Google  is  collaborating  with  their  persecutors." 

Censorship  is  quite  an  industry  in  China.  Every  village  has 
spies  to  watch  neighbors;  the  mail  and  the  poster  boards  are 
watched,  say  expat  Chinese.  It  is  said  (by  dissidents)  that  China 
has  40,000  Web  police  hard  at  work  just  in  Beijing,  looking  over 
the  shoulders  of  Web  users  and  composing  lists  of  banned  words 
that  cause  a  Web  search  to  freeze  up  or  a  site  to  automatically  be 
blocked.  They  have  quite  a  challenge,  not  just  because  e-mail  traf- 


fic in  China  is  running  at  300  million  a  day  (based  on  Chin; 
own  statistics),  but  because  they  are  aiming  at  a  moving  targ 
They  block  not  only  "Tiananmen  Square,"  but  also  chat-ling 
substitutes  like  "Tsquare"  and  "June  4,"  the  date  of  the  incidei 
Block  documents  with  repeated  instances  of  "June  4"  and  y< 
have  a  new  problem:  How  does  a  law-abiding  construction  fir 
insist  in  e-mail  that  concrete  forms  have  to  be  in  place  on  June 
The  censors  have  on  their  side  not  just  industriousness  b 
the  long  arm  of  a  police  state.  Reporters  Without  Borders  sa 
that  at  least  50  Chinese  citizens  are  behind  bars  for  breaking  i. 
rules  with  their  cyberdissent.  The  group  counts  another  32  pri 
and  broadcast  journalists  who  have  met  the  same  fate. 

THE  DISSIDENTS,  THOUGH,  HAVE  ONE  VERY  BIG  THING 
their  favor,  and  that  is  the  dispersed  nature  of  the  Inte 
net.  There  are  approximately  800  million  Internet  use 
on  the  globe,  and  potentially  any  one  of  them  can  ser 
up  offending  documents.  Something  like  35  million  Chinese  li 
abroad,  beyond  the  reach  of  the  thought  police.  They  have  new 
thirsty  friends  and  relatives  back  home. 

The  government  can  issue  a  decree  to  Google  and  it  will  I 
obeyed.  How  does  it  go  after  Wikipedia?  This  is  the  lay  encycl< 
pedia,  authored  by  anyone  who  wants  to  chip  in.  It's  available 
100  languages  and  its  documents  are  on  almost  100  serve 
spread  across  the  globe.  It  has  no  income  source  in  China 
protect. 

The  English  version  of  Wikipedia  includes  a  nice  12-paj 


IARDLINE  HARDWARE 

China  has  nine  state-licensed  Internet  access  providers 
(lAPs),  each  of  which  has  at  least  one  gateway  pipe  lead- 
ing out  of  the  country  to  a  foreign  Internet  backbone.  The 
lAPs  connect  internally  to  three  Internet  exchange  points  run  by 
the  state,  and  the  lAPs  also  grant  the  regional  Internet  service 
providers  (ISPs)  access  to  backbone  connections.  Officials  have 
not  only  planted  filters  and  spyware  all  along  these  digital  high- 
ways and  gateways,  but  also,  at  the  other  end,  even  made  In- 
ternet cafes  report  the  names  and  traffic  patterns  of  all  their 
customers  to  the  police.  IP  addresses  are  blocked,  content  is  fil- 
tered, and,  as  with  Falun  Gong,  surfers  are  hijacked  away. 

"China's  Internet-filtering  regime  is  the  most  sophisticated 
effort  of  its  kind  in  the  world,"  concludes  a  study  by  the  Open- 
Net  Initiative,  a  consortium  of  international  scholars.  "It 
appears  to  be  carried  out  at  various  control  points  and  also  to 
be  dynamic,  changing  along  a  variety  of  axes  over  time." 

Western  companies  built  China's  booby-trapped  back- 
room, the  $800  million  firewall  that  censors  China's  Internet. 
Cisco,  for  example,  sold  China  12000  Series  routers,  each 
offering  the  capability  of  750,000  differing  filtering  parame- 
ters. Designed  to  filter  out  viruses  and  spam,  experts  say,  the 
Cisco  routers  were  reprogrammed  to  filter  but  phrases  like 
"Dalai  :  Lgrna"  and  "Taiwan  independence."  Cisco  has 
responded  that  it  simply  sold  technology;  it  cannot  and  should 


n 
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Internet  ingenuity:  110  million  users  dodging  one  Big  Brother. 

not  control  how  its  customers  use  what  they  have  bought. 

Critics  aren't  buying  it.  Journalist  Ethan  Gutmann  writes 
in  his  book,  Losing  the  New  China,  that  a  systems  engineer 
called  David  Zhou— working  at  Cisco's  headquarters  in  Bei- 
jing—suggested the  American  company  altered  its  products  to 
suit  the  "special  needs"  of  the  Chinese  market,  with  routers  in 
China  capable  of  doing  keyword  searches  and  looking  "deeply 
into  the  packet"  of  Internet  data  traveling  in  and  out  of  the 
country.  Says  Cisco  spokesman  Terry  Alberstein:  The  com- 
pany "rejects  all  these  assertions  entirely";  the  company  did 
not  customize  or  train  the  Chinese  in  how  to  use  the  routers. 

The  dry  observation  of  the  OpenNet  Initiative:  "It  is  unlikely 
that  Cisco  would  choose  not  to  provide  customer  support  or 
training  for  specific  functionality  of  their  products."  —R.C.M. 
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The  Value  of  Integration 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance  plans 
contain  exclusions  and  limitations.  *Aetna  Integrated  Informatics"8  study  (1/06)  of  159,105 
enrolled  members  (claims  period:  7/03-6/04).  Risk-adjusted  per  member,  per  month  costs  for 
3,291  members  identified  with  one  or  more  of  the  following:  Asthma,  Chronic  Heart  Failure  and 
Diabetes.  Does  not  guarantee  similar  results  for  any  particular  employer.  Savings  will  vary  based 
on  disease  prevalence  and  other  factors.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200604 


Cut  some  green. 
Lower  medical  costs 
by  up  to  20%. 

A  new  study*  shows  that  integrating 
Medical,  Pharmacy  and  Disease 
Management  benefits  with  Aetna  can 
help  lower  medical  costs.  According 
to  the  data,  overall  costs  dropped  by 
15-20%  for  high-risk  Aetna  members 
with  integrated  benefits  compared 
to  similar  members  with  just  medical 
insurance  benefits.  That's  because 
integration  allows  for  a  better  exchange 
of  information  to  help  high-cost,  high- 
risk  members  better  manage  their 
conditions.  To  find  out  more,  call  your 
broker,  Aetna  representative,  or  visit 
us  today  at  aetna.com. 
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illustrated  article  on  the  Tiananmen  Square  protests.  All 
Wikipedia  documents  are  blocked  in  China — except  to  com- 
puter users  who  have  downloaded  proxy  technology  like  Tor, 
a  software  program  that  gets  them  outside  China  by  sending 
them  to  linked  proxy  servers,  one  encrypted  hop  at  a  time. 
States  the  Wikipedia  Web  site:  "Many  sysops  and  other  users 
from  mainland  China  have  remained  very  active  on 
Wikipedia  using  these  means." 


ONTRO 


The  Communist  Party  "exerts  near  complete  control"  over 
China's  358  television  stations  and  2,119  newspapers,  states 
the  nonprofit  group  Freedom  House;  Reporters  Without 
Borders  ranks  China  159th  out  of  167  nations  in  press  free- 
dom. Here  are  a  few  of  the  journalists  behind  bars.  -R.CM 


CHING 
CHEONG 

Strait  Times. 

Respected 
Hong  Kong 
journalist  is 
accused  of 
spying  for 
Taiwan. 


SHI TAO 

Dangdai  Shang  Ba. 

Got  ten-year  term  for 
posting  to  foreign 
Web  site  an  official 
warning  against  re- 
porting the  anniver- 
sary of  the  Tianan- 
men Square  incident. 


YICHUN 

Web  writer 
and  poet. 

Charged  in 
Liaoning 
Province 
with  inciting 
subversion. 


New  York  Times. 

Researcher 
indicted  for 
revealing  that 
President  Jiang 
Zemin  was  about 
to  step  down  as 
head  of  military. 


By  throwing  up  their  hands  at  trying  to  sort  the 
innocuous  Wikipedia  info  from  the  political  and  choos- 
ing to  block  the  site  in  toto,  the  censors  have  created  new 
enemies — the  citizens  who  used  the  encyclopedia  for 
academic  work.  In  a  short  time,  say  China-watchers,  the 
government  has  made  millions  of  ordinary  citizens  into 
document  smugglers. 

REMARKABLE  WHAT  A  LITTLE  SUPPRESSION  CAN  DO 
to  turn  a  small  disgruntled  group  into  a  large,  angry 
mob.  Consider  the  history  of  the  religious  move- 
ment Falun  Gong.  Unexceptional  on  its  face,  Falun 
Gong  looks  to  outsiders  like  a  cross  between  Tai  Chi  and 
Buddhism.  But  about  seven  years  ago  the  Chinese  authori- 
ties decided  that,  with  70  million  adherents,  it  had  become  a 
threat  to  their  rule.  The  police  began  a  campaign  to 
imprison  and  torture  the  sect's  practitioners.  It  made  the 
believers  into  martyrs. 

Now  Falun  Gong  is  the  focal  point  for  a  whole  dissident 
movement.  The  practice  is,  appropriately,  a  postmodern 
religion  that  operates  in  the  digital  world:  It  has  never  had 
significant  church  real  estate  nor  run  formal  fundraising 
activities,  but  is  driven  entirely  by  volunteers  organized  over 
the  Internet.  Now  expatriate  members  are  all  over  the 
world,  bombarding  thei  homeland  with  e-mails,  chat 


rooms,  phone  calls  and  faxes.  Many  but  not  all  of  these  messag 
randomly  list  multiple  proxy  Web  sites  that  can  be  used  to  si 
through  the  Golden  Shield  to  access  news  and  information  fro 
the  Free  World.  These  ever-changing  proxy  addresses  rain  dov 
on  China  at  such  a  furious  pace  that  the  Internet  police  car 
blacklist  them  quickly  enough.  Some  proxy  addresses  last  on 
minutes  before  they  are  obsolete,  others  several  days.  Some  u 
encryption  (of  the  sort  used  to  protect  charge  card  numbers) 
thwart  the  censors.  "The  amount  of  information  going  in 
China  is  staggering,"  says  Alan  Adler,  a  Tenafly,  N.J.  businessiru 
who  raises  money  for  this  hacking  effort  through  a  nonpro] 
outfit  called  Friends  of  Falun  Gong. 

UltraReach  Internet  Corp.  and  Dynamic  Internet  Technoloj 
are  just  two  commercial  American  companies  moving  inform, 
tion  back  and  forth  through  China's  Golden  Shield  for  Fall 
Gong  and  other  news,  human  rights  and  U.S.  government  org; 
nizations.  UltraReach  is  press  shy,  but  monthly  traffic  statist!- 
we've  seen  suggest  its  proxy  Web  sites  averaged  2  million  visi 
and  460  million  hits  a  month  in  2005. 

Dynamic  Internet  Technology  of  North  Carolina  got  its  sta 
with  a  pilot  project  for  the  U.S.  government  in  2002  and  todc 
discreetly  claims  on  its  site  that  it  offers  customized,  low-co 
and  reliable  Internet  solutions  "under  challenging  circun 
stances."  Voice  of  America  and  the  New  York-headquartere 
Human  Rights  In  China  are  also  DIT  customers.  William  Xi; 
DIT's  chief  executive,  claims  "hundreds  of  thousands  of  regi 
lars"  use  its  services  daily. 

But  DIT  and  UltraReach  are  just  the  tip  of  the  Falun  Gong 
hacking  efforts.  "We  never  put  all  our  eggs  in  one  basket,"  saj 
hacktivist  Chen.  "We  work  from  mu 
tiple  places,  use  many  different  sys 
terns  and  technologies,  and  we  bac 
each  other  up  in  many  different  way 
We've  learned  this  the  hard  way' 

The  task  should  become  easie 
as  more  censorship-evading  tech 
nologies  come  online.  Psiphon,  fa 
example,  is  a  product  developed  b 
the  Citizen  Lab  at  the  University  c 
Toronto,  and  creates  a  "closed 
proxy  system  among,  say,  trust 
worthy  family  members  both  ii 
and  out  of  China.  Tor,  meanwhile 
created  by  tech  pundit  Roger  Din 
gledine,  "is  a  network  of  virtua 
tunnels"  burrowing  undetecte< 
through  the  Internet.  Its  earl 
development  was  funded  by  botl 
the  U.S.  Navy  and  the  Electronic 
Frontier  Foundation.  In  the  last  1 
days  of  January,  says  Dingledine, 
quarter  of  a  million  copies  of  th« 
Chinese-language  version  of  To 
were  downloaded  from  the  To: 
Web  site.  "The  idea  is  similar  tc 
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Blacklisted  key  words 
and  Web  sites  in  China: 

•  BBC.co.uk 

•  Taishi  Village 

(shooting  of  protesters) 

•  Falun  Oafa 

(or  Falun  Gong) 

•  Libertytimes.com. tw 

(Taiwan  media) 

•  Krinchina.org 

(Human  Rights  in  China) 

•  Jiang  Zemin 

(derogatory  wordplay  with 
ex-president's  name) 

•  Tiananmen  Sq.  Massacre 

(and  all  June  4th-related 
keywords) 

•Voa.gov 

(Voice  of  America) 

•  Chen  Shui-bian 

(President  of  Taiwan) 

•  Tibet  Independence 

-R.C.M. 
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"he  four  corners  of  the  world. 

Working  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
;nowledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
nanagement  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
mplement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
'our  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 


b  learn  more  about  Ricoh,  go  to  ricoh.com/thinkasone 


RICOH 


interne  i  oa  uie 


using  a  twisty,  hard-to-follow  route  in  order  to  throw  off 
somebody  who  is  tailing  you — and  then  periodically  erasing 
your  footprints." 

The  mobile  phone  is  another  way  of  getting  information  in 
and  out  of  China.  China's  highest  profile  human  rights  lawyer  at 
the  moment  is  Gao  Zhisheng,  and  one  night  in  mid -January,  he 
says,  a  car  with  brown  paper  covering  its  license  plate  tried  to 
run  Gao  down — while  the  military  police  were  watching.  In  the 
scrape  the  paper  fell  o  the  car's  license.  Gao  survived  and 
immediately  wrote  everytr  ig  down  in  a  text  message,  including 
the  license  plate  number,  an      tt  the  text  to  another  lawyer  in 
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Beijing,  pleading,  "Please  help  to  send  this  message  to  the  Inte| 
net."  The  text  message  went  around  the  world. 

Julien  Pain,  running  the  Internet  Freedom  desk  at  Reportel 
Without  Borders  in  Paris,  says  Chinese  families  effectively  usil 
their  mobile  phones  and  text  messages  to  spread  the  word  abo 
SARS.  The  censors  have  responded  with  cell  phone  filters.  B 
how  effective  can  these  be?  How  many  eavesdroppers  does 
take  to  keep  tabs  on  390  million  cell  phone  users?  Unless  til 
government  is  prepared  to  shut  down  the  mobile  phone  indul 
try,  it  will  have  to  contend  with  rumors,  news  and  whisper<| 
plans  for  tomorrow's  street  demonstration. 

THE  FALUN  GONG  HAVE  UNDER  WAY  A  MULTIMEDIA  can 
paign  to  distribute  Nine  Commentaries  on  the  Comm 
nist  Party,  a  scathing  series  of  "exposes"  about  the  Ch|SW 
nese  Communist  Party.  DIT  says  it  passed  2  millic 
"scrambled"  (mild  encryption)  electronic  copies  through  tl 
Golden  Shield;  sometimes  DIT  hides  heavily  encrypted  materi 
in  a  river  of  seemingly  legitimate  encrypted  commercial  da 
entering  China.  The  book  was  promoted  with  100  millio 
e-mails,  12  million  snail  mails,  10  million  faxes  and  some  50  mi 
lion  phone  calls.  During  the  last  14  months,  claims  Falun  Gon 
the  Nine  Commentaries  campaign  has  inspired  7  million  disei 
chanted  members  to  renounce  the  party.  That  sounds  exagge 
ated,  but  Dynamic  Internet  Technology's  digital  logs  dispk 
party  renunciations  arriving  at  DIT's  proxy  Web  sites  at  the  ra 
of  over  30,000  a  month.  HeiJongjiang,  a  remote  province  bo 
dering  Russia,  suddenly  has  become  a  hotbed  of  hackin 
refuseniks.  Why?  Last  November  an  explosion  at  a  chemica 
factory — followed  by  a  classic  Chinese  cover-up — resulted  in 
toxic  spill  that  poisoned  the  Songhua  River  and  left  millions  ( 
the  province's  citizens  without  water. 

Could  the  party's  hold  on  China  indeed  be  imperiled — nc 
years  down  the  road,  after  the  kind  of  gradual  transition  to  cap 
italist  democracy  that  many  outsiders  hopefully  expect,  but  by 
precipitous  upheaval  of  the  sort  that  demolished  the  Soviet  bloc 
Not  likely — but  it  could  happen. 

"The  bloggers  in  China  are  really  angry,"  says  Amnest 
International's  Francis.  "Virulent.  Let's  say,  hypothetically,  th  i 
Chinese  government  was  out  of  power  in  five  years — these  peo 
pie  will  remember  that  Microsoft  took  [the  blogger  Zhao 
down." 

What  are  Google's  and  Microsoft's  and  Yahoo's  strategies  fo 
dealing  with  this  mess?  Beset  on  one  side  by  a  mob  of  freethink 
ing,  pro-democracy  bloggers  who  denounce  them,  and  on  th 
other  by  the  totalitarian  government  censoring  them,  the  com 
panies  issue  only  guarded  statements  about  the  Internet  war.  S 
we  don't  know  exactly  what  Google's  Eric  Schmidt,  Microsoft' 
Bill  Gates  and  Yahoo's  Terry  S.  Semel  are  thinking.  But  it  coul 
be  something  close  to  this:  that  the  censorship  is  not  just  asinine 
but  doomed  to  failure;  that  Western  companies  can  make 
show  of  cooperating  with  the  authorities  while  leaving  in  plac 
plenty  of  loopholes  for  the  dissidents  to  exploit;  and  that  th 
complete  collapse  of  the  censorship  regime  can't  come  sooi 
enough  to  suit  them. 
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Leadership  from  the  Top 

Leading  Scientist  to  Spearhead  Development 


/eloped  by  NASA 

traducing  a 
hrough  in 
{Technology 


SPACE,  Inc.  |  Taking  Technology  to  Market 


sposable  fuel  cell  technology  targets 
obal  consumer  electronics  industry 


jjcet  leader.  Supported  by  three  operating 
ijidiaries,  U.S.  based  VIASPACE  Inc.  is  plo- 
wing the  development  of  proven  space  and 
rinse  technologies  from  NASA  and  the 
jjirtment  of  Defense  into  state-of-the-art 
fmercial  products  and  software  solutions. 

of  the  highlights  of  this  development  is  the 
ijrion  of  one  of  the  world's  first  disposable 
ijianol  fuel  cartridges.  The  compact  power 
lis  designed  and  engineered  for  widespread 
ijication  to  provide  the  packaged  energy 
lice  for  next-generation  laptop  computers, 
ibhones  and  other  portable  electronics  pow- 
l\  by  direct  methanol  fuel  cells. 

»ine  if  you  could  have  three  weeks  of  mobile 
lie  power  (as  opposed  to  one  day  with  a 
i  jm  battery)  that  never  needs  recharging 
;|when  the  21  days  of  power  finally  runs  out- 
ijsimply  "dispose"  of  the  cartridge  and  pop  in 
I  her  "super  long-lasting  disposable  power 
!|"idge"  for  another  three  weeks  of  power- -for 
•1st  less  than  a  cup  of  coffee?  Or  if  you  could 
<\y  up  to  ten  hours  of  continuous  computer 
np  use  and  when  your  portable  power  runs 

I  you  throw  away  the  recyclable  power  car- 
he  and  pop  another  one  in  for  ten  more 
rrs— just  like  a  disposable  razor  blade  or  ink 
i'idge.  Enter  "The  Battery  of  Tomorrow". 

ly  large  consumer  electronics  companies 

II  Japan  and  Korea  have  demonstrated  prod- 
powered  by  direct  methanol  fuel  cells  that 

jpxpected  to  reach  the  marketplace  in  2007. 
!j  breakthrough  direct  methanol  fuel  cell  was 
||  invented  and  developed  at  the  NASA  Jet 
pulsion  Laboratory  and  the  University  of 
j;hem  California  (USC).  The  fuel  cell  con- 
Is  the  methanol  fuel  contained  in  the 
ij  ridge  into  electricity  to  power  the  laptop  or 
iphone.  A  single  disposable  fuel  cell  cartridge 
lades  an  impressive  two  to  three  times  longer 
(rating  time  than  a  typical  lithium  battery. 

VIASPACE  and  its  subsidiary,  Direct 
hanol  Fuel  Cell  Corporation  (DMFCC),  the 
ket  introduction  of  fuel  cell  power  promises 


IASPACE  CLIENTS  &  PARTNERS: 

w 

Low-cost  fuel  cell  will  power  a  laptop  for  ten 
hours  and  a  cell  phone  for  up  to  three  weeks. 

to  revolutionize  the  consumer  electronics  indus- 
try and  represents  a  multi-billion  dollar  market 
opportunity.  Ultimately,  methanol  fuel  cells 
have  the  potential  to  power  millions  of  portable 
electronic  devices,  from  laptops  to  cell-phones 
and  PDAs  and  a  host  of  other  devices. 

Meeting  high  consumer  demand  for  low-cost 
fuel  cell  power  has  become  a  top  priority  for 
leading  electronics  companies  such  as  Toshiba, 
NEC,  Hitachi  and  Sanyo  in  Japan,  and  Samsung 
and  LG  in  Korea,  who  have  announced  their  par- 
ticipation in  the  commercial  development  of 
direct  methanol  fuel  cells. 

DMFCC  holds  extensive  patent  rights  to  direct 
methanol  fuel  cells  under  license  from  Caltech, 
which  manages  the  Jet  Propulsion  Laboratory 
for  NASA.  Part  of  the  Company's  fast-track 
growth  strategy  is  to  work  with  large  multi- 
national fuel  cell  and  electronics  companies  in 
Japan,  Korea  and  the  United  States  to  provide 
them  with  the  patent  protection  they  need  to 
bring  their  products  to  market.  VIASPACE/ 
DMFCC  is  also  negotiating  cartridge  supply 
agreements,  and  already  has  signed  up  two  car- 
tridge manufacturing  partners  in  Korea. 

Corporate  growth.  Initially  drawing  strength 
from  its  partnerships  and  near-term  contract 
revenue,  the  company  will  evolve  into  one 
with  significant  upside  revenues  based  on 
recurring  sales  of  fuel  cartridges  that  are  man- 
ufactured and  distributed  for  DMFCC  under 
multiple  partnering  arrangements.  A  recent 
study  conducted  by  leading  U.S.  market 
research  firm,  Darnell  Group,  predicts  over  the 
next  five  years  105  million  fuel  cell  powered 
electronic  devices  will  be  sold  annually  in  the 
U.S.  Capturing  even  a  minor  share  of  this  bur- 
geoning market  should  result  in  high  growth  for 
VIASPACE  and  its  partners  well  into  the  future. 


Dr.  Carl  Kukkonen  Ph.D. 


For  VIASPACE,  Inc.  the 
market  introduction  of  a 
revolutionary,  compact, 
disposable  fuel  cell  car- 
tridge will  represent  the 
culmination  of  over  ten 
years  and  several  million 
dollars  in  U.S.  govern- 
ment research  and 
development  perfecting 
its  leading  technology. 


VIASPACE,  Chairman  and  CEO  Dr.  Carl 
Kukkonen,  is  acutely  aware  of  the  challenges 
associated  with  advancing  new  technologies 
from  concept  to  universal  application  and  will  be 
a  driving  force  behind  the  commercialization  of 
the  Company's  methanol  based  fuel  cell  technol- 
ogy. Throughout  his  accomplished  career,  he  has 
successfully  incubated  several  companies  based 
on  technologies  developed  at  NASA  and  the  Jet 
Propulsion  Laboratory.  As  an  award-winning  sci- 
entist, Dr.  Kukkonen's  curriculum  vitae  reads  like 
the  'who's  who'  of  scientific  stewardship. 

Prior  to  founding  VIASPACE,  Dr.  Kukkonen  was 
a  senior  Caltech  executive  and  served  as 
Director  of  the  Center  for  Space 
Microelectronics  Technology  (CMST)  and 
Manager  of  Supercomputing  at  the  NASA  Jet 
Propulsion  Laboratory,  which  is  managed  by 
Caltech,  in  Pasadena,  CA.  While  at  JPL,  he 
spearheaded  the  advancement  of  several  lead- 
ing technologies  and  technical  subsidiaries.  Dr. 
Kukkonen  established  and  grew  the  Center  for 
Space  Microelectronics  into  a  250-person  oper- 
ation with  a  $70M  annual  budget.  Among  his 
accolades,  Dr.  Kukkonen  is  a  member  of  the 
Space  Technology  Hall  of  Fame  and  was  the 
recipient  of  NASA's  prestigious  Exceptional 
Achievement  Medal  in  1992. 

Recognized  globally  for  his  scientific  prowess, 
Dr.  Kukkonen  also  previously  served  as  a  senior 
scientist  at  the  Ford  Motor  Company,  where  he 
was  Ford's  leading  expert  on  hydrogen  as  an 
alternative  automotive  fuel.  As  a  Principal 
Research  Engineer,  he  led  a  team  that  devel- 
oped Fords'  first  turbocharged  intercooled 
direct  injection  diesel  engine. 

Dr.  Kukkonen's  superior  depth  of  knowledge 
and  scientific  know-how  will  undoubtedly  play 
an  instrumental  role  in  the  success  of  the 
Company  as  it  advances  its  industry  leading 
methanol  fuel  cell  technology  to  market. 

VIASPACE  Inc.,  (NASDAQ  OTC:  VSPC)  is  a  high 
growth  public  company  that  offers  an  exception- 
al early-stage  opportunity  to  participate  in  the 
commercial  development  of  proven  technologies 
from  NASA  and  the  defense  sector. 

VLAS2ACE 

Readers  are  invited  to  call  direct  for  a  full  com- 
plimentary information  package  at  (toll  free) 
1-888-298-9483  www.VTASPACE.com 


A  few  Americans  are  doing  business  with  the  thugs  running  North  Korea. 
Whal  are  they  thinking?  By  Heidi  Brown  and  Susan  Kitchens 


Af  A  NEGOTIATOR  FOR  THE  US. 
M.tlr  I  >i'|i,)/Iiim-iiI  .1  do/rn  yi-.ir, 
ago,  l.ynn  Turk  sat  across  the 
tabic  in  Pyongyang  from  his 
I  forth  Korean  counterparts,  try 

fag  t£  im  gotfati  ■  >  |"  i'  nnifll  pipe  dream:  a 

nuv  i'  •"  i"  •  Kbn  in  Peninsula.  Today  he's 
dealing  wiili  the  enemy  again-  bul  this 
time  it's  about  thi  money  A',  odvisci  i"  the 

I  ii  1 1  ii  vi  lopmenl  &  investment  Fundi 

i  m  i'  i  convinced  there  Ii  more  treaiure 
than  trouble  In  providing  capital  foi  new 
mat  hinei  y  and  tei  hnology  to  revive  the 
Itfliiniil  nation1!  .ill  but-dead  mining 
industries.  "We  are  expecting  sizable 

ivlui us,  i  I ui I  mi. c  ,i  i aptain  in 
the  U.S.  Ail  I  on,  .i.ii i« >i ici  1  near  Seoul. 

i  icaiing  with  the  most  ba<  kward,  Iso- 
lated Uld  dftngcrouK  nation  on  the  planel  is 

.i  i  haJlenge.  Kim  i.  h  Korea's  di< 

tatoi  foi  1  •  if.  coni       io  play  nuclear 


blackmail  with  the  West,  tolerates  no  dis- 
sent among  his  desperately  poor  23  million 
countrymen  and  has  starved  to  death  per- 
haps 2  million  of  them  over  the  last  decade. 
North  Korea's  economy  is  a  shambles:  At 
.hi  estimated  $IH  billion,  its  GNP  has 
dropped  $6%  since  1989.  And  while  for- 
eign investment  is  permitted  under  some 
.  ir<  umstani  es«  investors  must  navigate  a 
pel  Nous  i  ourse  among  corrupt  officials, 

i  umbersome  foreign-exchange  controls 

.mil  .i  legal  vacuum. 

I  lurdleS)  but  not  impossible  jumps,  to 

lurk,  a  native  Ol  Wisconsin.  Along  with  the 
fund's  two  British  executive  advisers — 
( lolin  i\k  Askill,  a  66-year-old  marine  engi- 
neCl  and  f&rmei  hanking  consultant  to  the 
Noilh  Korean  government]  and  Anthony 
Moody.  63)  an  investment  banker  who 

once  headed  Zurich  Scudder  Investments' 
asset  management  unit  in  Asia — he  is  try- 


ing to  raise  money  from  institutional  aa 
wealthy  investors.  North  Korea,  they  insiJ 
is  rich  in  mineral  resources  and  chea 
skilled  labor.  So  why  not  invest  in  capil 
equipment  and  technology,  sell  gold,  mai 
nesite,  molybdenum  and  the  like  oversa 
and  offer  a  cut  to  shareholders? 

That's  the  plan.  Press  Turk  on  hd 
much  he's  raised  and  he  gets  fuzzy.  "\i 
have  expressions  of  interest,"  is  all  he'll  sa 

Few  Americans  know  that  it's  legal 
do  business  with  North  Korea,  with  whid 
the  U.S.  is  technically  still  at  war.  In  2000, 
take  the  chill  off  relations,  the  Clintc 
Administration  lifted  most  trading  san^ 
lions  north  of  the  38th  parallel  imposed 
1950  under  the  1917  Trading  With  tl 
fnemy  Act,  retaining  restrictions  on  teel 
nologies  and  products  that  could  be  use 
in  weapons  production,  space  systems  ar 
military  aircraft. 
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Even  fewer  Americans  know  that  a 
handful  of  U.S.  corporations  have  been  try- 
ing to  get  a  toehold  in  die  Hermit  Kingdom. 
The  Coca-Cola  Co.  sent  in  scouts  to  look 
into  building  a  bottling  factory  in  the  North 
and  obtained  a  license  to  ship  the  drink. 
Nothing  came  of  the  trip,  and  the  license, 
presumably,  expired.  (Coke  still  finds  its  way 
across  North  Korea's  porous  border  with 
China.)  In  1997  AT&T  provided  telecom  ser- 
vices to  the  Pyongyang  government.  That 
attempt,  AT&T  says,  foundered  after  the 
North  Koreans  let  the  deal  lapse.  Now,  says 
a  spokesman,  the  company  "relies  on  rela- 
tionships with  other  carriers  to  deliver  the 
traffic  to  North  Korea." 

In  1997  Cargill,  the  Minneapolis  food 
giant,  tried  to  arrange  a  barter  deal  to  swap 
a  reported  20,000  tons  of  wheat  for  4,400 
metric  tons  of  zinc.  As  the  cargo 
approached  North  Korean  waters,  the  zinc, 
Cargill  learned,  had  not  been  delivered  to 
port.  So  Cargill  never  unloaded  its  wheat, 
instead  rerouting  it  to  Indonesia.  What 
happened  to  the  zinc?  One  guess:  The 
North  Koreans  found  another  buyer  as  the 
spot  price  rose  between  the  signing  of  the 
deal  and  the  time  of  delivery.  A  distinct 
possibility,  also,  is  that  the  zinc  was  never 
extracted.  Still,  DHL  has  an 
office  in  Pyongyang,  and 
British-American  Tobacco 
is  making  cigarettes  there. 
Heineken  says  its  beer  is 
available  in  North  Korea. 

Dealing  with  North 
Korea  is  a  game  of  Chutes  & 
Ladders,  in  which  you  may 
never  reach  the  end.  Those 
who  sign  contracts  are  faced 
with  the  problem  of  repatri- 
ating profits.  You  can  either 
carry  out  cash  in  a  suitcase  or  remit  the 
funds  through  a  bank  in  Pyongyang  (in 
euros,  preferably,  to  avoid  attracting  U.S. 
authorities).  Foreign  businesses  must  still 
often  deal  with  bribe-seeking  officials,  a 
rigid  bureaucracy  and  a  deep,  lingering  sus- 
picion of  Western  intentions.  Connections 
help  but  take  years  to  build.  Most  of  all  you 
need  patience  and  a  cast-iron  constitution. 

Brian  Hall  started  seven  years  ago,  try- 
ing to  nail  an  oil-production-sharing 
agreement  with  the  North  Koreans.  The 


"Expecting  sizable  returns":  Lynn  Turk 
advises  a  fund  investing  in  North  Korea. 


A  handful  of 
American 
corporations 
have  been 
trying  to  get 
a  toehold. 


sales:  $8  million)  explo- 
ration and  production  out- 
fit trading  on  the  London 
Stock  Exchange,  Hall  was 
intrigued  by  the  prospect  of 
finding  oil  there  in  1998, 
when  a  fellow  wildcatter 
told  him  a  North  Korean 
was  up  in  Aberdeen,  Scot- 
land in  search  of  partners. 
"He  didn't  know  that  it's  in 
London  where  oil  deals  are 
done,"  says  Hall.  He  met  the  English- 
speaking  government  official,  who  showed 
him  seismic  data  suggesting  rich  deposits. 

How  much  oil?  No  one  knows.  Since 
the  1980s  a  handful  of  small-tract  conces- 
sions to  foreigners  has  yielded  not  a  drop. 

Hall  visited  Pyongyang  in  2001, 
where  he  met  his  North  Korean  contact 
from  Aberdeen.  Negotiations  dragged. 
Another  government  handler  took  them 
to  a  deluxe  Japanese  dinner  where  every- 
one drank  a  little  too  much  Johnnie 


chief  executive  of  Aminex,  a  small  (2004     Walker  Black.  But  when  discussions 


approached  an  agreement,  the  Nortl 
Koreans  inexplicably  dropped  out. 

Three  years  later  a  fax  appeared:  Th 
North  Koreans  wanted  to  meet.  Hall,  6C 
grudgingly  went  to  Beijing,  where  he  sa 
down  with  a  cabinet  member,  who  b 
Hall's  reckoning  is  one  of  four  official 
reporting  directly  to  the  prime  ministei 
who  reports  to  Kim  Jong-il.  Hall  and  th 
cabinet  member  signed  a  preliminar 
agreement  in  June  2004,  giving  Aminex  th 
go-ahead  on  seismic  studies — beginninj 
next  spring,  weather  permitting — anc 
right  of  first  refusal.  Still,  Hall  was  nervous 
"We  told  them,  'We  need  to  sign  an  agree 
ment  with  the  government  of  the  DPRK," 
he  recalls,  referring  to  the  Democratic  Peo 
pie's  Republic  of  Korea.  "They  couldn't  ge 
their  heads  around  that.  We  decided  tht 
cabinet  [level]  was  good  enough."  Last  fal 
they  signed  a  nine-year  contract  hi 
Pyongyang,  covering  25,500  square  miles  o; 
on-  and  offshore  territory.  Hall,  who  wil 
pony  up  an  initial  $15  million,  also  gets 
10%  of  oil  drilled  by  any  third  party 


100     F  O  R  B  E  S  «  February  27, 2006 


VYTORIN  treats  the 
2  sources  of  cholesterol 
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\fou  probably  know  that  cholesterol  comes  from  food.  But 
ivhat  you  might  not  know  is  that  your  cholesterol  has  a  lot 
i o  do  with  your  family  history.  VYTORIN  treats  both  sources 
pf  cholesterol. 

A  healthy  diet  is  important,  but  when  it's  not  enough,  adding 
j/YTORIN  can  help.  VYTORIN  helps  block  the  absorption  of 
Cholesterol  that  comes  from  food  and  reduces  the  cholesterol 
:  hat  your  body  makes  naturally. 

n  clinical  trials,  VYTORIN  lowered  bad  cholesterol 
nore  than  Lipitor  alone.  VYTORIN  is  a  tablet  containing 
wo  medicines:  Zetia'5'  (ezetimibe)  and  Zocor  (simvastatin). 


MERCK /Schering-Plough  Pharmaceuticals 

Program 

id  out  if  you  qualify,  call  1-800-347-7503. 

srck/Schering-Plough  Pharmaceuticals,  2006.  All  rights  reserved  20650005(1)(003)-VYT 
3P.IN  and  ZETIA  are  registered  trademarks  of  MSP  Singapore  Company,  LLC.  Other  brands  listed 
he  trademarks  of  their  respective  owners  and  are  not  trademarks  of  MSP  Singapore  Company.  LLC 


FAMILY 


Important  information:  VYTORIN  is  a  prescription  tablet 
and  isn't  right  for  everyone,  including  women  who  are  nursing 
or  pregnant  or  who  may  become  pregnant,  and  anyone  with 
liver  problems.  Unexplained  muscle  pain  or  weakness  could 
be  a  sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  VYTORIN  may  interact 
with  other  medicines  or  certain  foods,  increasing  your  risk 
of  getting  this  serious  side  effect.  So,  tell  your  doctor  about 
any  other  medications  you  are  taking. 

To  learn  more,  call  1-877-VYTORIN  or  visit  vytorin.com. 
Please  read  the  Patient  Product  Information  on  the 
adjacent  page. 

Continue  to  follow  a  healthy  diet,  and  ask  your  doctor  about 
adding  VYTORIN. 

VYTORIN 

(ezetimibe, 'simvastatin) 

Treat  the  2  sources  of  cholesterol. 


Patient  Information  about  VYTORIN  (Vl-tor-in) 

Generic  name:  ezetimibe/simvastatin  tablets 


Read  this  information  carefully  before 
you  start  taking  VYTORIN.  Review  this 
information  each  time  you  refill  your 
prescription  for  VYTORIN  as  there  may 
be  new  information. This  information 
does  not  take  the  place  of  talking  with 
your  doctor  about  your  medical 
condition  or  your  treatment.  If  you 
have  any  questions  about  VYTORIN, 
ask  your  doctor.  Only  your  doctor  can 
determine  if  VYTORIN  is  right  for  you. 

What  is  VYTORIN? 

VYTORIN  is  a  medicine  used  to  lower 
levels  of  total  cholesterol,  LDL  (bad) 
cholesterol,  and  fatty  substances  called 
triglycerides  in  the  blood.  In  addition, 
VYTORIN  raises  levels  of  HDL  (good) 
cholesterol.  It  is  used  for  patients  who 
cannot  control  their  cholesterol  levels 
by  diet  alone.  You  should  stay  on  a 
cholesterol-lowering  diet  while  taking 
this  medicine. 

VYTORIN  works  to  reduce  your 
cholesterol  in  two  ways.  It  reduces  the 
cholesterol  absorbed  in  your  digestive 
tract,  as  well  as  the  cholesterol  your 
body  makes  by  itself.  VYTORIN  does 
not  help  you  lose  weight. 

Who  should  not  take  VYTORIN? 

Do  not  take  VYTORIN: 

•  If  you  are  allergic  to  ezetimibe  or 
simvastatin,  the  active  ingredients  in 
VYTORIN,  or  to  the  inactive  ingredients. 
For  a  list  of  inactive  ingredients,  see 
the  "Inactive  ingredients"  section  at 
the  end  of  this  information  sheet. 

•  If  you  have  active  liver  disease  or 
repeated  blood  tests  indicating 
possible  liver  problems. 

•  If  you  are  pregnant,  or  think  you  may 
be  pregnant,  or  planning  to  become 
pregnant  or  breast-feeding. 

VYTORIN  is  not  recommended  for  use 
in  children  under  10  years  of  age. 

What  should  I  tell  my  doctor  before 
and  while  taking  VYTORIN? 

Tell  your  doctor  right  away  if  you 
experience  unexplained  muscle  pain, 
tenderness,  or  weakness.This  is  because 
on  rare  occasions,  muscle  problems 
can  be  serious,  including  muscle  break- 
down resulting  in  kidney  damage. 

The  risk  of  muscle  breakdown  is 
greater  at  higher  doses  of  VYTORIN. 

The  risk  of  muscie  breakdown  is  greater 
in  patients  with  kidney  problems. 

Taking  VYTORIN  with  certain  substances 
can  increase  the  risk  of  muscle  problems. 
It  is  particularly  important  to  tell  your 
doctor  if  you  are  taking  any  of  the 
following: 


•  danazol 

•  antifungal  agents  (such  as 
itraconazole  or  ketoconazole) 

•  fibric  acid  derivatives  (such  as 
gemfibrozil,  bezafibrate,  orfenofibrate) 

•  the  antibiotics  erythromycin, 
clarithromycin,  and  telithromycin 

•  HIV  protease  inhibitors  (such  as  indinavir, 
nelfinavir,  ritonavir,  and  saquinavir) 

•  the  antidepressant  nefazodone 

•  amiodarone  (a  drug  used  to  treat  an 
irregular  heartbeat) 

•  verapamil  (a  drug  used  to  treat  high 
blood  pressure,  chest  pain  associated 
with  heart  disease,  or  other  heart 
conditions) 

•  large  doses  (>1  g/day)  of  niacin  or 
nicotinic  acid 

•  large  quantities  of  grapefruit  juice 
(>1  quart  daily) 

It  is  also  important  to  tell  your  doctor  if 
you  are  taking  coumarin  anticoagulants 
(drugs  that  prevent  blood  clots,  such  as 
warfarin). 

Tell  your  doctor  about  any  prescription 
and  nonprescription  medicines  you  are 
taking  or  plan  to  take,  including  natural 
or  herbal  remedies. 

Tell  your  doctor  about  all  your  medical 
conditions  including  allergies. 

Tell  your  doctor  if  you: 

•  drink  substantial  quantities  of  alcohol 
or  ever  had  liver  problems.  VYTORIN 
may  not  be  right  for  you. 

•  are  pregnant  or  plan  to  become 
pregnant.  Do  not  use  VYTORIN  if  you 
are  pregnant,  trying  to  become  pregnant 
or  suspect  that  you  are  pregnant.  If 
you  become  pregnant  while  taking 
VYTORIN,  stop  taking  it  and  contact 
your  doctor  immediately. 

•  are  breast-feeding.  Do  not  use 
VYTORIN  if  you  are  breast-feeding. 

Tell  other  doctors  prescribing  a  new 
medication  that  you  are  taking  VYTORIN. 

How  should  I  take  VYTORIN? 

•  Take  VYTORIN  once  a  day,  in  the 
evening,  with  or  without  food. 

•  Try  to  take  VYTORIN  as  prescribed. 
If  you  miss  a  dose,  do  not  take  an 
extra  dose.  Just  resume  your  usual 
schedule. 

•  Continue  to  follow  a  cholesterol- 
lowering  diet  while  taking  VYTORIN. 
Ask  your  doctor  if  you  need  diet 
information. 

•  Keep  taking  VYTORIN  unless  your 
doctor  tells  you  to  stop.  If  you  stop 
taking  VYTORIN,  your  cholesterol 

may  rise  again. 

What  should  I  do  in  case  of  an  overdose? 


What  are  the  possible  side  effects  of 
VYTORIN? 

See  your  doctor  regularly  to  check  yc 
cholesterol  level  and  to  check  for  sidi 
effects. Your  doctor  may  do  blood  te: 
to  check  your  liver  before  you  start 
taking  VYTORIN  and  during  treatmei 

In  clinical  studies  patients  reported  t 
following  common  side  effects  while 
taking  VYTORIN:  headache  and  musi 
pain  (see  What  should  I  tell  my  doctc 
before  and  while  taking  VYTORIN?) 

The  following  side  effects  have  been  p 
reported  in  general  use  with  either 
ezetimibe  or  simvastatin  tablets  (tabl  , 
that  contain  the  active  ingredients  of  f 
VYTORIN): 

•  allergic  reactions  including  sweilir 
of  the  face,  lips,  tongue,  and/or  thn 
that  may  cause  difficulty  in  breathi 
or  swallowing  (which  may  require 
treatment  right  away),  rash,  hives; 
joint  pain;  alterations  in  some  laborat- 
blood  tests;  liver  problems;  inf  lammat 
of  the  pancreas;  nausea;  gallstone 
inflammation  of  the  gallbladder. 

Tell  your  doctor  if  you  are  having  the 
or  any  other  medical  problems  while 
on  VYTORIN. This  is  not  a  complete  li 
of  side  effects.  For  a  complete  list,  as 
your  doctor  or  pharmacist. 

General  Information  about  VYTORIN 

Medicines  are  sometimes  prescribec 
for  conditions  that  are  not  mentionec 
in  patient  information  leaflets.  Do  no 
use  VYTORIN  for  a  condition  for  whicl 
was  not  prescribed.  Do  not  give  VYTOF 
to  other  people,  even  if  they  have  the  sai 
condition  you  have.  It  may  harm  ther 

This  summarizes  the  most  important 
information  about  VYTORIN.  If  you 
would  like  more  information,  talk  wit 
your  doctor.  You  can  ask  your  pharmac 
or  doctor  for  information  about  VYTOF 
that  is  written  for  health  professional' 
For  additional  information,  visit  the 
following  web  site:  vytorin.com. 


Inactive  ingredients: 

Butylated  hydroxyanisole  NF,  citric 
acid  monohydrate  USP,  croscarmello 
sodium  NF,  hydroxypropyl  methyl- 
cellulose  USP,  lactose  monohydrate  f 
magnesium  stearate  NF,  microcrystalli 
cellulose  NF,  and  propyl  gallate  NF. 
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•  cyclosporine 


Contact  your  doctor  immediately. 
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Dealing  With  a  Dictator 


s»f  iat's  to  stop  his  partners  from  stiffing 
n?  "Nothing,"  he  admits.  "This  is  why 
re  not  only  in  North  Korea." 
Few  deals  with  North  Korea  are  as 
aightforward — or  transparent.  More 
ire  nmon  are  high-level,  secretive  arrange- 
nts.  This  suits  Carlo  Baeli,  a  feisty  72- 
r-old  financier,  who  started  his  career  at 
I  Italian  foreign  ministry  and  spent  22 
Irs  at  Mediocredito  Centrale,  a  huge 
te-owned  bank  acquired  by  Banco  di 
-e|ma,  before  launching  C.I.S.  Estero,  a 
ancing  and  consulting  firm  that  arranges 
lis  in  shadowy  places  like  Cuba,  Sierra 
3ne  and  Tunisia. 

Baeli  claims  he  is  the  first  Westerner  to 


Group,  which  was  trying  to  scare  up  for- 
eign currency.  Baeli  took  a  tour  of  the 
country  and  realized  the  real  money  was 
not  in  ginseng  but  in  gold.  "You  can  find 
gold  in  the  rivers,"  he  says.  On  yet  another 
trip  Baeli  sailed  with  Kim  Jong-il  on  his 
private  yacht,  fished  and  dined  on  giant 
prawns.  "It  was  like  meeting  an  old  friend," 
Baeli  says  of  the  dictator. 

That  certainly  greased  the  machinery 
when  Baeli  decided,  in  1992,  to  help  put 
together  the  financing  to  reopen  six  gold 
mines.  He  did  so  raising  $100  million  from 
several  banks,  which  are  all  now  part  of 
HSBC  and  taking  an  undisclosed  fee  as  a 
consultant.  He  also  arranged  to  ship  min- 


for  ABN  Amro  and  a  currency  trading 
manager  in  Dubai.  Last  February  the  Hong 
Kong-born  Brit  put  up  $8.5  million  for  a 
70%  piece  of  Koryo  Global  Credit  Bank 
(the  government  owns  30%);  it  opened  in 
a  tourist  hotel  in  Pyongyang  in  June.  Koryo 
is  starting  out  small,  with  equipment  from 
China  and  seven  North  Korean  employees. 
Hon  doesn't  pay  them  directly.  The  gov- 
ernment does,  taking  salaries  out  of  Hon's 
monthly  payments  of  $12,100  to  the 
state — booked  as  operating  costs;  in 
exchange,  the  bank  gets  free  rent. 

Koryo's  banking  customers  are  expatri- 
ates, embassies,  foreign  companies  and 
nongovernmental  organizations  (Hon 


! "IB  years  ago  90%  of  our  trade  was  with  thfi  DPRK.  Today,  9°/n." 


fj'  i  business  with  the  North  since  the 
17  Tean  War.  Today  he  is  adviser  to  the 
ongyang  government  at  a  50,000-ton-a- 
lr  tire  recycling  plant  and  a  tire  retread- 
;  operation.  The  car  and  truck  tires  come 
Jim  Japan,  get  ground  into  a  granulate 
id  sold  to  China  for  road  resurfacing,  car 
its  and  shoe  soles. 

I  His  entree  was  a  little  more  glamorous. 
)rth  Korea's  then  ambassador  to  Italy 
it  Baeli,  talked  up  commercial  ginseng 
d  arranged  a  trip  for  his  son  Mauro  to 
ongyang  in  1990.  On  a  subsequent  trip 
ere  Carlo  befriended  Kim  Dong-un,  the 
werful  head  of  the  Daesong  Economic 


ing  equipment  from  companies  in  Italy. 

Baeli  claims  he  made  "so  much 
money"  as  a  middleman.  But  others 
didn't  fare  as  well  after  floods  in  the  mid- 
1990s  damaged  the  mines  and  North 
Korea  defaulted  on  the  loans.  The  debt 
was  restructured  by  Sace,  an  Italian 
export-guarantee  agency;  North  Korea 
now  owes  the  government  of  Italy 
$77  million,  to  be  repaid  with  undisclosed 
interest  over  15  years.  (The  Italians 
decline  to  say  whether  North  Korea  is 
making  good  on  the  payments.) 

North  Korea  also  draws  self-promoters 
like  Johnny  Hon,  onetime  private  banker 


irving  off  a  nice  piece:  Carlo  Baeli  (right)  cultivated  ties  with  Pyongyang's  dictator,  Kim  Jong-il. 


won't  name  any  clients).  Slight  wrinkle: 
Kim  Jong-il  announced  last  year  he  was 
expelling  most  big  NGOs.  Still,  Hon,  who  is 
34,  plans  to  offer  such  services  as  project 
financing  and  credit  cards  as  well  as  savings 
accounts.  He  also  hopes  to  do  foreign-cur- 
rency transfers,  which  normally  require 
either  a  North  Korean  dealer,  who  converts 
won  to  dollars,  or  a  government  bank.  Hon 
isn't  the  only  game  in  town.  The  larger 
Daedong  Credit  Bank,  partly  owned  by 
three  Brits,  has  been  operating  for  a  decade. 

Hon's  passport  to  Pyongyang  was  its 
ambassador  to  London,  Ri  Yong-ho,  who 
arranged  a  trip  to  the  capital  and  helped 
broker  the  deal  with  Koryo.  Hon  is  still  try- 
ing to  get  used  to  the  terms.  "North  Kore- 
ans don't  understand  basic  Western  busi- 
ness concepts,  like  a  contract  or  due 
diligence,"  he  says.  "They  think  the  Western 
companies  they  sign  contracts  with  are 
huge  and  backed  by  a  government,  the  way 
it  is  there."  Still,  he  has  big  plans.  After  the 
bank  gets  off  the  ground,  Hon  dreams  of 
building  hotels  and  restaurants. 

More  typical  are  the  experiences  of 
smaller  operators  like  Michael  Sun,  45. 
He  has  been  exporting  grain,  consumer 
products  and  electronics  to  North  Korea 
for  15  years.  Such  Chinese  entrepreneurs 
account  for  80%  of  North  Korea's  $3  bil- 
lion a  year  in  foreign  trade.  Operating  out 
of  the  northeastern  border  city  of  Dan- 
dong,  in  Liaoning  Province,  Sun  has 
grown  pessimistic.  "Fifteen  years  ago  q0% 
of  our  business  was  with  the  DPRK,"  he 
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says.  "Today  it  is  just  9%."  Why?  Rising 
costs  of  shipping — and  mounting  diffi- 
culties in  getting  paid. 

Trundling  rice,  computers,  T  shirts 
and  TVs  by  rail  across  the  Yalu  River  to 
the  border  town  of  Shinuiju  is  an  arduous 
process.  North  Korea  does  not  permit 
Chinese  locomotives;  once  the  train 
passes  over  the  river,  a  North  Korean 
engine  must  be  used  to  take  the  cargo  the 
rest  of  the  way.  (Don't  try  to  sneak  by 
with  a  truck:  The  same  rules  apply.)  Sun 
says  it  costs  in  the  neighborhood  of  $500 
to  ship  a  wagonload  of  corn  (worth  $300 
in  China)  from  Dandong  to  Pyongyang. 
On  his  return  trip  Sun  buys  items  from 
state  companies  that  are  in  demand  in 
China:  coal,  fish,  sea  cucumbers,  silk. 

His  ten-year-old  restaurant  in 
Pyongyang  is  in  even  worse  shape.  The 
50-employee  operation  isn't  profitable, 
and  he  has  recouped  just  10%  of  his 
investment.  "They  tell  me  they  have  to 
pay  the  workers  and  that  there  isn't 
enough  to  pay  me,"  he  sighs.  Some  of  his 
funds  are  drained  by  "gifts"  to  North 
Koreans,  sometimes  to  people  who  credi- 
bly claim  they  don't  have  enough  to  eat. 
"Sometimes  they  ask  for  $300,  sometimes 
just  a  cake  or  a  box  of  food,"  Sun  says, 
adding,  "Any  company  that  does  business 
there  knows  the  rules."  He  has  heard  of 
North  Koreans  who  have  been  executed 
for  embezzling  from  state-owned  compa- 
nies. These  days  Sun  says  he  is  turning  his 
mercantile  attention  back  to  China. 

North  Korea  is  still  the  most  closed  so- 
ciety in  the  world,  as  a  recent  trip  to  the 
scenic  Mount  Kumgang  region,  just  north 
of  the  demilitarized  zone,  vividly  illustrates. 
Even  to  South  Korean  travelers — whose 
every  move  is  chaperoned  and  monitored — 
it  all  seems  an  odd  place,  where  towns  de- 
scend into  total  darkness  as  dusk  settles  in. 

Daylight  reveals  little  more.  To  catch  a 
glimpse  of  North  Korean  life,  travelers 
must  stand  up  inside  a  tour  bus  to  see 
over  concrete  walls  perhaps  8  feet  tall. 
Barbed  wire  fencing  separates  the  roads 
from  villages  and  the  brown,  dry  fields, 
completely  denuded  of  trees  long  ago.  A 
lone  farmer  tills  the  hard  earth  with  a 
cow,  and  women  walk,  balancing  bundles 
on  their  heads.  Tributes  to  the  dictators — 
Kim  Jong-il  and  his  late  father,  Kim  il- 
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Resource  Rich 

Oil,  gold,  iron,  zinc,  silver— and  ches 
labor.  They're  all  attracting  foreign 
investment  to  North  Korea. 


Sung — are  ubiquitous,  along  with  sayi: 
etched  into  sheer  rock  facings  everywh 
you  look.  Taking  photographs  fron 
tour  bus  is  forbidden.  To  enforce  the  ri 
North  Korean  soldiers  are  stationed  ev 
few  hundred  yards,  holding  red  flags 
their  sides,  to  be  raised  if  they  see  a  ca 
era  lens  or  flash  reflected  in  a  bus  w 
dow.  (Offenders  must  surrender  th 
film  or  their  digital  cameras  for  erasur 

Even  North  Korean  guides  seem  f 
bidding.  "My  name  is  not  important,"  si 
a  tall,  round-faced  handler  to  a  U.S.  visi 
who  introduces  herself.  "What  is  imp< 
tant  is  for  you  to  learn  all  that  you  c 
about  our  Leader."  He  informs  her  tl 
Americans  were  responsible  for  the  dea 
of  35,000  farmers  and  peasants  fron 
small  village  in  the  North.  The  alleged  m 
sacre  took  place  half  a  century  ago,  dur 
the  Korean  War. 

Don't  count  on  a  big  deal  anytii 
soon  by  ExxonMobil  or  Procter  &  Gamt 
Yet  it's  worth  remembering  that  onk 
couple  of  decades  ago  the  Soviet  Uni 
and  China  looked  like  hopeless  places  to 
up  shop.  Someday  North  Korea  might  b 
vibrant  place  to  do  business. 
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Centerfold  Survivor 

Could  Playboy  be  cool  again?  For  too  long  Hug-h  Hefner's 
empire  has  been  treated  like  a  relic  of  the  1950s.  Many  maga- 
zines are  hurting  lately,  but  Playboy  has  been  on  a  downward 
spiral  in  readership  and  ads  for  a  long  time,  playboy  enterprises 
(15,  PL  a),  for  2005's  first  nine  months,  scored  a  paltry  revenue 
increase  of  3%  to  $247  million  and  reported  a  net  loss  of  $5.3 
million  amid  debt  refinancing  charges. 

Well,  there  may  be  some  hop  to  this  bunny  yet.  Playboy  has 
ramped  up  the  p.r.  and  refurbished  its  image  somewhat.  Popular 
TV  shows  like  HBO's  Entourage  have  depicted  an  invite  to 
Hefner's  mansion  as  a  totally  hip  thing  to  get.  The  company  now 
has  a  reality  show  on  E!  Entertainment  Television,  Girls  Next 
Door,  which  just  signed  for  season  two. 

That's  only  the  start,  says  Steven  Marascia,  research  analyst 
at  Anderson  &  Strudwick.  After  five  years  of  restructuring,  Chief 
Christie  Hefner,  daughter  of  Hugh,  has  expansion  plans. 

Porn  is  huge,  and  who  else  to  ride  it  than  the  original  naughty 
brand?  Playboy's  multimedia  strategy  includes  TV  network,  Inter- 
net and  wireless  customer  connections,  which  have  been  growing 
15%  a  year  and  are  now  60%  of  the  business  (publishing  is  half 
that).  Playboy  TV  recently  launched  video-on-demand  subscrip- 


Hefner  and  friends:  still  at  it 


tion  services  for  the  50  million  U.S.  homes  it  reaches  throi 
cable  and  satellite.  The  company  has  gotten  good  results  overst 
with  entertainment  revenues  abroad  up  16%  to  $37.5  million 
last  year's  first  nine  months.  Playboy  is  charging  customers 
subscribing  to  its  Web  site,  playboy.com. 

Marascia  says  the  rebirth  of  Playboy  also  is  happening 
licensing:  for  T  shirts,  bunny  slippers  and  slot  machines.  It  pla 
to  open  a  nightspot  in  Las  Vegas'  Palms  this  summer.  He  expe 
Playboy  will  turn  a  net  profit  this  year  after  seven  years  of  loss 
In  2005  the  share  price  rose  13%.  — Tatiana  Sen 


Fancy  Feast 


Air  Supply 


Pet  supplies  retailer  petsmart  (24,  petm) 

was  a  dog  on  Wall  Street  this  past  year, 
with  the  stock  tumbling  28%.  Wal-Mart 
is  biting  into  the  business.  That  helps 
explain  why  PetSmart's  same-store  sales 
gain  was  only  4.2%  last  year,  down  from 
6.4%  in  2004.  Still,  the  chain  is  fast 
expanding,  and  earnings  for  the  first  three 
quarters  rose  21%  to  $111  million  on 
$2.7  billion  in  sales,  up  12%. 

Piper  Jaffray  analyst  Michael  Cox 
notes  that  the  pet  population  is  booming, 
and  stores  like  PetSmart  cater  to  the  more 
indulgent  owners. 
Rival  Petco  has  a 
lower  trailing  P/E —  I 
17  to  PetSmart's 
21 — but  Cox  thinks 
PetSmart  is  cannier 
about  luring  owners 
into  its  shops  with 
cut-rate  pet  food.  Once  there,  they  buy 
high-margin  collars  and  toys.  PetSmart 
also  offers  its  own  kennel  service. 

— Victoria  Murphy  Barret 


Stock  price 


Stock  price 


Europe's  largest  producer  of  hydrogen, 
oxygen  and  other  industrial  gases  is 
air  liquide  (41,  AlQUY).  Results  are  impres- 
sive for  slow-growth 
Europe:  earnings  up 
26%  to  $532  million 
in  the  six  months  to 
July  26,  2005,  rev- 
enue up  12%  to  $6 
billion. 

Air  Liquide  isn't  staying  in  hide- 
bound Europe.  Harald  Gruber,  analyst 
at  WestLB,  points  out  the  French  com- 
pany is  gaining  business  in  China.  Plus, 
it  is  making  a  big  play  in  the  U.S.,  having 
opened  a  Texas  hydrogen  plant  last  May. 
New  federal  regs  call  for  reducing  sul- 
fur content  in  fuels,  and  hydrogen  is 
used  for  that.  Its  21  P/E  is  close  to  that  of 
competitors. 

Air  Liquide,  with  no  sponsored 
American  Depositary  Receipts,  must  be 
bought  from  stockbrokers  or  from  the 
company  direcfiy  (www.airliquide.com). 

— Deborah  Orr 


Pricey  Jewel 

There's  a  sparkle  about  jeweler  TlFFfl 
(37,  TIF).  For  fiscal  2005's  first  three  qu 
ters  sales  of  $1.5  billion  were  up  10%  a 
earnings  up  31%  to  $114  million.  Vv 
Street  loves  this  retailer:  Shares  climb 
22%  in  the  last  year. 

But  don't  expect  as  good  a  press 
when  Tiffany  reports  earnings  in  Man 
which  will  reflect  2005's  holiday  sal 
says  UBS  analyst  Chiara  Tirloni.  San 
store  sales  for  the 
holiday  season  were 
good  in  Japan,  weak 
in  Europe  and  up 
only  6%  in  the  U.S., 
versus  8%  a  year 
earlier.  Not  helping: 
Raw  material  prices,  like  gold,  are  on  t 
rise.  That  means  there  will  be  downwa 
pressure  on  the  operating  margi 
now  13.4%. 

Tiffany's  P/E  of  21  is  a  tad  richer  th 
the  norm  for  jewelry  retailers  (19).  All 
all  we  say  short  the  stock. 

— Megan  Johnst 
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trategy  Kenneth  L  Fisher 


A  Replay  of  1995? 


THIS  SHOULD  BE  ANOTHER  GOOD  YEAR  IN  THE  STOCK 
market.  Maybe  it  will  be  a  great  one.  Yes,  I've  been  too 
optimistic  since  2003.  Last  year  I  predicted  the  Mor- 
gan Stanley  Capital  International  World  Index  would 
be  up  20%.  It  was  up  only  half  that,  at  9.5%.  Still,  rela- 
tive to  bonds  or  cash,  equities  have  been  the  place  to  be.  Stocks 
could  end  2006  like  2005,  up  a  little,  or  like  1995,  when  they 
went  up  a  lot — 37%. 

Consider  first  the  case  for  the  extreme  outcome,  that  stocks 
explode.  In  2002,  for  the  first  time  in  a  quarter-century,  the  mar- 
ket's earnings  yield  exceeded  the  yield  on  ten-year  Treasury 
bonds.  (Earnings  yield  is  the  inverse  of  the  price/earnings  ratio, 
where  the  earnings  in  question  are  projected  for  the  current 
year.)  This  cheapness  indicator  has  held  true  ever  since,  and  it  is 
true  today  for  most  of  the  world's  big  stock  markets. 

The  S&P  500  should  earn  at  least  $75  in  2006,  which  is  what 
it  earned  in  2005  (both  numbers  are  before  nonrecurring 
items).  That  $75  is  6%  of  the  recent  price  on  the  index,  near 
1250.  The  6%  is  1.5  percentage  points  better  than  the  yield  on 
the  ten-year  bond. 

What  would  it  take  to  bring  the  relationship  between  bond 
yields  and  earnings  yields  back  to  normal — that  is,  where  the 
latter  is  the  smaller  figure?  Any  of  three  things  would  do  it: 
Stocks  rise  at  least  36%;  bond  rates  rise  at  least  1.6  percentage 
points;  earnings  fall  27%.  Or  some  combination  of  the  three. 
Since  I  don't  think  earnings  will  fall  or  long-term  rates  will 
rise  much,  I  find  an  explosion  in  stock  prices  very  plausible. 

The  other  possibility:  We  don't  return  to  traditional  relative 
valuations.  Maybe  investors  remain  historically  dour  and  skepti- 
cal. Then  earnings  yields  would  remain  well  above  bond  yields. 
Stocks  would  rise  only  a  little,  as  they  did  in  2004  and  2005. 

Foreign  valuation  spreads  are  more  extreme,  and  so  the  like- 
lihood of  an  upward  surge  overseas  is  greater.  In  Britain,  France, 
Germany  and  Japan  earnings  yields  exceed  bond  yields  by 
between  3.25  points  (Japan)  and  4.35  points  (France). 

Forecasters,  on  average,  foresee  the  U.S.  ten-year  rate  climb- 
ing to  5.1%  by  year-end  from  the  current  4.5%.  I  don't 
think  that  will  happen.  But  even  if  these  experts  are  right,  f~ 
that's  still  not  enough  to  dose  the  earnings  yield  gap.  Fore-  ! 


casters  have  wrongheadedly  expected  long  rates  to  rise  market 
for  three  years. 

They  miss  the  fact  that  U.S.  long  rates  are  set  in  a  gloh 
market.  Foreign  long  rates  keep  falling,  in  response  to  an  abu 
dance  of  savings  and  a  shortage  of  thriving  economies  in  whi 
to  invest.  As  long  as  foreign  long-term  rates  remain  benign,  t 
U.S.  bond  market  won't  crash.  Still,  stocks  offer  more  potent 
in  this  benign  interest  rate  environment. 

Takeovers  in  January  accelerated  drastically  above  200! 
January  level,  which  was  twice  2004's  record  level.  There's  a  sir 
pie  reason:  In  two-thirds  of  the  world's  stock  markets  det 
financed  takeovers  are  antidilutive.  You  borrow 
the  bond  rate  (less  than  the  bond  rate,  when  tax 
are  figured  in)  and  acquire  earnings  coming  in 
the  earnings  yield  rate.  Takeovers  shrink  the  su 
ply  of  securities  and  thus  push  those  securiti< 
prices  higher. 

Some  investors  fear  : 
inverted  U.S.  yield  curve.  Tf 
is  wrongheaded.  It's  the  glot 
yield  curve  that  counts,  and 
remains  adequately  steep.  Lc 
year  Britain  had  a  slight 
inverted  yield  curve  all  year- 
almost  identical  to  ours  no 
British  stocks  were  up  b 
lagged  the  world's  market 
That's  what  to  expect 
America  now. 

My  2006  forecast  is  that  tl 
MSCI  World  Index  will  be 
somewhere  between  10%  and  40%  and  that  this  gain  will  be 
the  S&P  500's  gain.  Ditch  your  bonds  and  cash.  Pick  good  stoc 
like  these: 

France's  Veolia  Environnement  (5I.VE),  formerly  known 
Vivendi  Environnement,  is  the  world's  largest  water  utility  ar 
second-largest  waste  management  firm.  It  sells  at  60%  of  re- 
enue  and  20  times  this  year's  earnings. 

Espirito  Santo  Financial  Group  (25,  ESF)  is  legally  domiciled 
Luxembourg  yet  is  really  a  small  but  rapidly  growing  Portugue 
bank  adding  new  customers  and  benefiting  from  deregulatic 
in  Lisbon.  It's  cheap  at  15  times  2006  earnings. 

The  Dutch  firm  Qiagen  (12,  QGEN)  is  one  of  the  firms  in  ff 
biotech  world  that  is  both  fast  growing  and  profitable.  It  sell 
hundreds  of  products  for  gene  separation  and  purification.  Tr 
stock  goes  for  22  times  2006  earnings,  but  at  its  20%  or  moi 
anticipated  growth  rate  it's  still  very  cheap. 

H&R  Block  (24,  hrb)  is  half  the  traditional  tax  preparer  yo 
think  of  and  half  a  stock  and  mortgage  broker.  At  13  times  20C 
and  2006  earnings  it  can  borrow  money,  buy  back  its  stock  an 
make  the  stock  and  EPS  rise  at  the  same  time.  If  it  doesn't  sue 
ceed  in  pushing  up  the  stock  price,  an  acquirer  will. 


Beginning  in 
2002  stock 
earnings  yields 
beat  bond 
yields.  That's 
one  big  reason 
stocks  are 
better  buys. 


: 


F01"bCS    I  Kenneth  I--  Fisher  is  a  Woodside,  Calif.-based  money  manage 
Visit  his  home  page  at  www.forbes.com/fisher. 
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1-800-392-2468 
www.landmark- 
commericial  .com 
^9  Life  Quotes,  Inc. 
1-800-441-0072 
www.lifequotes  .com 
^  National  Speakers 
Association 
1-480-968-2552 
www.nsaspeaker.org 
^  National  Watch  & 
Diamond  Exchange 
1-215-627-5626 
www.nationalwatch.com 
^  Publisher's  Guild 
1-800-399-0892 
^9  Steven  Sears 
CPA/Attorney 
1-949-262-1100 
www.searsatty.com 
Village  Hermosa 
1-630-830-7276 
www.surfhermosa.net 
^  Wilburn  Ranch 
Brokerage 
1-541-421-5300 
www.landsofamerica.com 
Go  to  Wilburn 


Financial  Services 

^  E*TRADE  Financial 

1-800-731-5220 

www.etrade.com 

T.  Rowe  Price  Balanced 
Fund 

1-866-542-8182 
www.ira.troweprice.com 

^  T.  Rowe  Price  Capital 
Appreciation  Fund 
1-866-542-8182 
www.ira.troweprice.com 
^  T.  Rowe  Price  Global 
Stock  Fund 
1-866-542-8182 
www.ira.troweprice.com 

T.  Rowe  Price  Spectrum 
Growth  Fund 
1-866-542-8182 
www.ira.troweprice  .com 


David  Dreman 


Deficient 
Market  Theory 

HOW  NICE  LIFE  WOULD  BE  IF  ALL  BAD  IDEAS  WENT  OUT 
of  style,  like  the  divine  right  of  kings,  medicinal 
bloodletting  and  leisure  suits.  Unfortunately,  a  mud- 
dled notion  called  the  efficient  market  hypothesis 
refuses  to  go  away.  This  absurd  thesis  holds  that 
nobody  can  beat  the  market,  stocks  always  are  correctly  priced 
according  to  what's  publicly  known  about  them  and  any  mis- 
pricings  are  chimeras. 

Such  blind  faith  in  the  market's  omniscient  rationality  led  to 
investor  losses  of  $1  trillion  in  the  1987  crash  and  $7  trillion  in 
the  2000-02  postbubble  slump.  It  ignores  the  commonsense 
effects  of  fads  and  manias.  Every  year  or  so  I  take  another  look  to 
see  if  this  silliness  is  on  the  way  out  (see  my  Mar.  1,  2004  col- 
umn). But  then  I  find  that,  like  Dracula  emerging  from  his  tomb, 
efficient  market  dogma  keeps  returning  to  do  harm.  Many 
investment  advisers  still  believe  in  it;  their  clients  should  beware. 

Lately  the  most  common  failings  of  efficient  market  practi  - 
tioners have  been: 

•  Overdi versifying.  Sure,  it's  wise  to  spread  your  holdings  into 
several  investment  classes.  But  efficient  market  acolytes  believe 
you  should  have  a  slice  of  every  investment  available,  from  iffy 
junk  bonds  to  Kazakhstan  stocks.  Such  thinking  led  throngs  of 
investors  to  the  Russian  market  in  1998,  before  it  dropped  90%. 
The  same  sad  story  replays  endlessly  in  South  American  mar- 
kets, right  before  a  currency  devaluation  or  government-man- 
dated asset  expropriation. 

Today  a  torrent  of  dollars  is  washing  through  European, 
Japanese  and  other  foreign  bourses,  attracted  by  a  few  years  of 
glittering  performance.  Don't  let  a  short  period  of  superior 
investment  returns  abroad  fool  you.  Most  recently  the  well-fol- 
lowed EAFE  Index  (Morgan  Stanley  Capital  International's  21- 
nation  basket  for  equities  in  Europe,  Australasia  and  the  Far 
East)  has  sharply  outrun  the  S&P  500.  EAFE  has  outperformed  the 
S&P  by  9.8  percentage  points  annually  for  the  past  three  years. 

During  longer  periods,  however,  the  story  is  very  different. 
Over  the  last  15  years  the  S&P  outdistanced  the  EAFE,  1 1.5%  to 
7.3%  annually. 


advised  that  the  best  time  to  invest  is  when  "blood  is  running 
the  streets."  That's  when  prices  are  the  lowest  for  good  stocl 
But  efficient  market  devotees  believe  that  one  shouldn't  try 
take  advantage  of  any  crises.  After  all,  they  claim  markets  a 
always  correctly  priced.  So  the  best  plan,  they  say,  is  to  wait  un 
things  settle  down.  Of  course,  prices  are  typically  higher  then. 

In  the  real  world,  though,  emotion  trumps  rationalit 
resulting  in  large  opportunities  for  those  who  can  keep  a  coi 
head  and  can  properly  assess  risks  and  rewards.  My  Oct.  2 
2001  column  in  FORBES,  entitled  "Doomsday  It  Isn't,"  present) 
a  table  of  nine  stock  market  rises  since  World  War  II.  The  ave 
age  gain  two  years  after  the  lows  was  33%. 

•  Using  beta  as  a  benchmark.  This  keeps  turning  up.  Beta  me 
sures  how  much  a  stock  rises  or  falls  with  the  broad  market.  It 
not  a  gauge  of  volatility.  To  efficient  market  folk,  high-be 
stocks  are  riskier  than  low-beta  issues  but  have  better  long-ter: 

results.  Baloney.  Eugene  Fam 
a  prominent  efficient  mark 
theorist,  trashed  the  beta  my 
in  a  1992  paper  with  fello 
academic  Kenneth  Frenc. 
They  showed  that  in  a  tabub 
tion  of  stocks  no  correlatic 
exists  between  high  beta  an 
good  returns. 

A  better  approach  is  to  bi 
fine  stocks  like  these: 

Chevron  (59,  cvx)  tr 
world's  fourth-largest  oil  con 
pany,  is  riding  the  oil  boon 
Beyond  that,  it  has  acquire 
Unocal,  which  adds  15%  to  ij 
reserves. 

Chevron  also  is  upgrading  refineries,  a  move  that  will  boo 
production.  The  company  is  strong  financially,  with  debt  con 
prising  merely  17%  of  capital,  making  prospects  for  stock  bui 
backs  and  dividend  hikes  high.  Chevron  trades  at  a  trailin 
price/earnings  multiple  of  9  and  yields  3.1%. 

Tyco  (25,  TYC)  has  put  rogue  chief  Dennis  Kozlowski  f 
behind.  Still,  it  is  suffering  hard  times  along  with  othe 
conglomerates. 

The  company's  recent  decision  to  split  up  in  late  Januar 
accompanied  by  lower-than-expected  earnings,  has  dropped  th 
stock  31%  from  its  12-month  high.  With  improving  resul 
likely  in  its  large  fire-protection  business  and  a  breakup  valu 
estimated  to  be  in  the  $30-to-$35  range,  the  stock  is  underva 
ued.  It  trades  at  13  times  earnings  and  yields  1.6%. 

UST  (39,  UST),  the  leading  U.S.  producer  and  marketer  c 
smokeless  tobacco,  with  65%  of  the  market,  is  the  subject  c 
takeover  rumors.  (A  plausible  buyer  would  be  any  cash-ric 
cigarette  producer.)  UST  is  trading  at  12  times  earnings;  its  yiel 
is  5.7%. 


This  old  canard 
is  still  around.  It 
tells  us  to  invest 
in  funky  foreign 
stocks  and  also 
to  avoid  great 
values  during  a 
market  slump. 
Don't  believe  it. 


eding.  FOft)CS    '  DaV'd  Dreman  is  cnairmar>  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contraria 

Baron  Rothschild  once  '         '  1  Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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Everyone  deserves  a  second  chance, 
not  to  mention  a  first 


ild  comes  into  this  world  with  nothing.  And  for  some, 
y,  that  never  changes.  But  your  donations  to  The  Salvation 
y  make  a  difference.  With  your  support,  our  youth  programs 


STFR  RELIEF    EMERGENC  Y  RESPONSE    HOUSING  COUNSELING 


will  continue  to  give  poverty-stricken  children  something 
they  would  never  otherwise  have:  Opportunity.  To 
give,  call  1-800-SAL-ARMY  or  visit  salvationarmyusa.org. 


REHABILITATION    YOUTH  SERVICES    SOCIAL  WORK  EVANGELISM 


Doing  the  most  good" 


View  Steve  H.  Hanke 


Lesson  From 
Shanghai 

LAST  YEAR  WAS  ANOTHER  GREAT  ONE  FOR  EMERGING 
markets.  The  MSCI  Emerging  Markets  Index  delivered  a 
34.8%  return  in  U.S.  dollars.  Colombia,  Egypt  and 
Saudi  Arabia  all  registered  triple-digit-percentage  gains, 
and  only  the  Chinese  and  Venezuelan  equity  indexes 
ended  the  year  in  negative  territory.  The  emerging  market  bonds 
also  turned  in  a  stellar  performance,  with  the  JPMorgan  EMBI+ 
posting  an  1 1.8%  total  return. 

These  eye-popping  returns  drew,  naturally,  rivers  of  cash 
into  emerging  market  stock  and  bond  funds.  Of  course,  low 
bond  yields  and  lousy  stock  returns  in  the  U.S.  helped  stimulate 
a  global  appetite  for  risk  that  has  driven  up  the  demand  for 
emerging  market  assets. 

But  beware:  Emerging  market  booms  are  usually  followed 
by  busts.  That's  why  you  can  often  expect  to  take  a  white- 
knuckle  ride  and  at  the  same  time  not  realize  outsize  long-term 
returns. 

That  said,  U.S.  investors  should,  as  part  of  a  long-term  strat- 
egy, have  some  foreign  exposure.  As  I  pointed  out  in  my  column 
of  Mar.  1 ,  2004,  having  some  of  your  portfolio  overseas  gener- 
ates diversification  benefits  because  foreign  markets  are  less  than 
perfecdy  correlated  with  the  U.S.  market.  Accordingly,  an  alloca- 
tion of,  say,  10%  of  your  portfolio  to  foreign  markets  will  reduce 
the  portfolio's  risk  while  increasing  its  likely  returns. 

But  where  should  you  go  to  obtain  your  overseas  exposure? 
Many  investors  embrace  a  top-down,  go-for-growth  strategy. 
They  believe  that  countries  with  expected  rapid  growth  are  the 
best  places  to  be. 

This  strategy  appeals  to  common  sense.  Also,  last  year's  data 
appear  to  validate  it:  The  most  recent  GDP  data  for  the  25  fastest- 
growing  emerging  market  countries  indicate  that,  on  average, 
they  grew  by  6.3%  last  year,  net  of  inflation.  These  25  countries, 
for  the  most  part,  also  yielded  great  investment  returns  last  year. 
All  this  appears  to  confirm  the  validity  of  the  go-for-growth 
investment  strategy. 

However,  even  a  casual  inspection  of  the  data  should  give 
one  second  thoughts 
about  the  strategy.  The 


were  generated  in  China  and  Venezuela,  but  their  equity  ma 
kets  were  the  only  ones  in  the  emerging  market  universe 
register  losses  last  year. 

Fortunately,  painstaking  research  by  Elroy  Dimson,  Pa 
Marsh  and  Mark  Staunton  of  the  London  Business  School  she 
a  great  deal  of  light  on  the  go-for-growth  investment  stratej 
They  compiled  data  for  53  stock  markets,  and,  for  1 7  of  the 
markets,  the  data  span  a  105-year  period.  They  found  no  stat 
tically  significant  link  between  previous  GDP  growth  ai 
investor  returns.  If  anything,  their  findings  suggest  that  ownii 
shares  from  low-growth  countries  would  have  been  a  bett 
long-term  strategy  than  owning  those  from  high-grow 
countries. 

Over  the  last  decade  China's  average  annual  GDP  grow 
was  9.2%  (again,  in  real  terms).  Astonishing.  No  other  count 
comes  close.  For  investors,  however,  China's  stock  market  h 

recently  dished  up  the  wo 
possible  combination:  hijj 
volatility  and  negative  returr 
Since  its  June  2001  peak,  tl 
Shanghai  composite  index  h 
fallen  by  44%. 

Forget  GDP  growth.  Wh| 
count  in  emerging  markets, 
in  other  markets,  are  the  di\ 
dend  yield  and  the  expect 
growth  in  dividends.  The  cu 
rent  yield  on  the  Shangh 
exchange  (A  shares)  is  on 
1.1%,  and  dividend  grow 
prospects  aren't  good.  Eve 
Zhou  Xiaochuan,  the  govern 
of  the  People's  Bank  of  Chir 
complained  as  recently  as  last  December  about  the  puny  dfv 
dends  being  paid  in  China. 

What  matter  to  investors  are  the  income  streams  that  accn 
to  them — specifically,  to  the  minority  investors.  In  countri 
where  minority  shareholders  have  good  legal  protection  ar 
strong  rights,  they  do  just  what  we  would  expect:  They  extra 
dividend  payments.  In  China  the  tiny  dividend  yields  reflect  t 
weak  standing  that  minority  shareholders  have  in  the  leg 
scheme.  In  the  155  countries  ranked  by  the  World  Bank's  Inves 
ment  Climate  Department,  China  ranks  100th.  It  is  all  too  ea 
for  insiders  to  loot  Chinese  companies,  leaving  scraps  for  div 
dends.  Unfortunately,  in  the  near  future  there  will  be  even  less 
loot — let  alone  pay  out  -in  dividends — because  overcapacity 
rearing  its  ugly  head  and  profit  margins  are  being  squeezed. 

Add  to  this  the  fact  that  Beijing  controls  two-thirds  of  tl 
shares  of  China's  1,400  listed  companies.  Notwithstanding  tl 
government's  attempts  to  jack  the  markets  up,  clear-heade 
long-term  investors  see  Beijing's  ownership  of  shares  as  a  supp 
overhang  and  an  impediment  to  a  well-functioning  market 


China's  stock 
market  has 
recently  dished 
up  the  worst 
possible 
combination: 
high  volatility 
and  negative 
returns. 


highest  growth  rates 
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It  can  be  pretty  rough  out  there.  That's  why  Yahoo!  Finance  helps  serious  investors  weather 
the  ups  and  downs  of  the  markets-with  the  most  up-to-the-minute  financial  information 
available  anywhere.  From  stock^quotes  to  business  news  and  expert  analysis,  it's 
everything  you  need  to  come  out  on  top.  To  get  started,  go  to  Yahoo!  and  click  on  Finance. 
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ieos 


: With  only  48  guests 
on  a  plane  built  for  220, 
everything  changes. 


Eos  introduces 

The  Commercial  Corporate  Jet.™ 

Expect  a  78-inch  fully-flat  bed  on  Eos.  Expect  space  to  work  or 
dine  face  to  face.  Expect  to  be  able  to  call  us  if  you're  late  and  we'll 
meet  you  curbside  to  take  you  through  security.  Expect  to  save  time 
boarding  and  deplaning.  Expect  unprecedented  service.  Expect  this 
remarkable  experience  at  a  compelling  price.  And  expect  that  with 
only  48  onboard,  things  are  going  to  be  very  different  indeed. 

Book  now  and  earn  80r000  points  good  for  travel  purchases 
on  any  airline.  No  blackout  dates.  Guaranteed. 
Please  visit  eosairlin6s.com  for  details. 


NEW  YORV 
LONDON 


CORPORATE  SAL 


(888)  357  367  7 
EOSAIRLINES.COM 
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the  Maxi  Yacht  Rolex  Cup  in  Sardinia  billionaires  take 
icond  place  to  their  boats  |  By  Daniel  Fisher 


LASTING  AROUND  A  BRIGHT  YEL- 
low  inflatable  marker  off  Sar- 
dinia's rugged  northeast  coast  in 
an  88-foot  yacht  named  Tike- 
titan,  Luca  Bassani  ordered  his 
:w  to  set  the  boat's  spinnaker.  The  huge 
ae  sail  snapped  open.  Tiketitan  heeled 
ninously,  then  accelerated  to  13  knots, 
ertaking  more  cautious  sailors  who  re- 
ained  under  jib  and  mainsail. 

That  gusty  winds  could  shred  the 
0,000  sail  didn't  bother  Bassani,  a  flam- 
>yant  yacht-builder  who  likes  to  race  in 


brightly  colored  Pucci  shorts  and  Italian 
driving  loafers.  Nor  did  he  seem  to  care 
that  by  putting  on  the  extra  sail,  he  was 
beating  some  of  his  own  best  customers. 

"They  don't  like  it,"  he  said  with  a 
shrug,  as  he  flew  past  L'Oreal  Chairman 
Lindsay  Owen-Iones  at  the  helm  of  a  blue 
94-footer.  "But  it  happens  all  the  time." 

Losing  to  the  man  who  sold  you  your 
multimillion-dollar  yacht  is  just  one  of  sev- 
eral small  humiliations  for  participants  in 
the  Maxi  Yacht  Rolex  Cup,  which  celebrated 
its  sixteenth  anniversary  last  year  with  a 


The  yachts  that  say, 
Get  out  of  my  way": 
here,  a  79-foot  Watty. 


fleet  of  37  boats.  Held  in  early  September  at 
the  Yacht  Club  Costa  Smeralda — a  jet-set 
hangout  established  by  the  Aga  Khan — the 
cup  draws  some  of  the  biggest  yachts  and 
most  powerful  owners  to  some  of  the  most 
beautiful  waters  on  earth. 

All  the  yachts  are  "maxis" — an  old 
term  for  anything  over  60  feet.  Lately,  this 
category  has  ballooned.  As  recently  as  the 
early  1980s  yachts  like  the  81 -foot  Nir- 
vana, built  for  television  producer  Marvin 
Green,  were  rarities.  No  longer.  Orders  for 
sailing  yachts  over  98  feet  leaped  to  34  this 
year  from  8  in  1998,  according  to  the  Yacht 
Report,  a  trade  magazine.  Half  the  entries 
in  this  year's  Rolex  Cup  measured  over  90 
feet,  and  several  were  over  130  feet,  in- 
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eluding  telecommunications  magnate 
George  Lindemann's  180-foot  Adela. 

Says  Jon  Barrett,  a  consultant  in  New- 
port, R.I.  who  manages  the  construction 
of  big  sailing  yachts,  "I  don't  think  we've 
seen  anything  like  it  since  before  the  Great 
Depression." 

Racing  these  gi- 
ants is  a  bit  like  try- 
ing to  wrestle  a 
stretch  limo  around 
a    Formula  One 
course.  Health  care 
entrepreneur  Ran- 
dall Pittman  quickly 
discovered  his  140- 
foot  cruiser,  Whirl  - 
away,   was  better 
suited  for  a  voyage  to 
the  Galapagos  than 
for  quick  maneuver- 
ing.  (He  has  a  90- 
foot  racing  boat, 
Genuine  Risk,  to  console  him- 
self.) A  66-footer  collided  with 
New  York  real  estate  owner 
Harry  Macklowe's  111-foot 
Unfurled  and  limped  off  with  a 
hole  in  its  side. 

The  quest  for  speed  leads 
owners    to    Bassani,  whose 
"Wally"  yachts  weigh  half  as 
much  as  equivalent  cruisers.  Of 
the  37  Rolex  competitors,  12 
were   Wallys.  The 
world  has  never  seen 
their  like:  huge,  light- 
weight vessels  sport- 
ing lots  of  sail,  plus  all 
the  comforts  of  an 
ocean    liner.  The 
decks,  invariably  teak, 
are  broad  and  flat,  to 
maximize  suntanning 
opportunities. 

Where  an  80- footer  used  to  need  near- 
hurricane  winds  to  get  it  moving,  a  com- 
parable Wally  can  do  10  knots  in  a  light 
breeze.  Credit  carbon  fiber,  Bassani's  pre- 
ferred material.  It  allows  for  taller  masts, 
bigger  hulls  and  greater  sail  area  for  the 
same  weight. 

"Everybody  wants  to  go  faster  in  life," 
says  blase  Bassani.  Heir  to  an  Italian  elec- 
trical-equipment fortune,  he  built  the  orig- 


inal Wally  in  1991  (naming  it  for  his  chil- 
dren's favorite  cartoon  character,  Wally 
Gator)  and  launched  his  company  in  1994. 
Since  then  he  has  built  29  boats,  hardly  any 
two  alike,  except  for  having  eggshell-thin, 
carbon -fiber  hulls  and  luxurious  interiors. 
If  Swans — another  yacht  with  a 
monied  following — are  the 
BMWs  of  the  sea,  these  are  the 
Bugattis — high-performance, 
high-strung,  temperamental. 
Bassani's  105- foot  Wallygator, 
launched  in  1994,  was  a  two- 
masted  showpiece  for  experi- 


Luca  Bassani,  father  of  fast,  featherweight  maxi 
yachts.  The  world  has  never  seen  their  like  before. 


The  boat  looks 
like  a  TEAK- 
DECKED 
MISSILE 
Jvith  sail: 


mental  technology 
that  included  elec- 
tronic sail  controls, 
touch-screen  naviga- 
tion and  swiveling 
propeller  units  that 
could  be  retracted  into 
the  hull.  An  ingenious 
system  of  lines  ran  un- 
derneath the  decks,  to 
avoid  entangling  anybody  topside.  An  en- 
gine running  constantly  in  the  hold  pow- 
ered hydraulic  and  electrical  systems  that 
in  theory  allowed  a  crew  of  4  to  do  the 
work  of  10  or  20. 

Almost  none  of  it  worked. 
"There  were  a  lot  of  nightmares,  not 
only  in  the  first  boat  but  for  the  following 
eight  years,"  Bassani  acknowledges.  Early 
owners  paid  a  price  that  sometimes  in- 


cluded structural  failure. 

Despite  these  headaches — and  prj 
tags  that  can  exceed  $10  million  for  a  10 
footer — Wallys  were  an  instant  hit.  Bq 
sani  now  presides  over  a  Monaco  busing 
whose  brand  enjoys  cultlike  standing 
Europe,  selling  not  only  sailing  yachts  b 
also  $450,000  carbon-fiber  motorboa 
and  even  downhill  skis.  He  won't  disck 
results,  other  than  to  say  he  hopes  to  brei 
even.  Up  to  now  he's  run  the  company  o 
of  his  own  deep  pockets. 

Bassani's  customers  are  fiercely  lav 
striding  proudly  around  the  docks  after 
race  in  gray  Wally  po 
shirts  with  matchii 
shorts.  The  1994  boj 
stripped  of  its  more  ail 
venturous  features  ail 
rechristened  Nariida,, 
the  beloved  playthil 
of  Norwegian  form! 
shipping  magnate  Moi 
en  Bergesen,  who 
a  Monaco-to-St.  Tropf 
sailing  record  of  thr 
hours  and  five  minut 
with  her  in  1999.  L'Oreaj 
Owen-Jones  owns  a  stui 
ning  blue-and-white  W< 
ly  that  looks  like  a  teajl 
decked  missile  with  sai 
He  wouldn't  be  seen 
anything  else,  despite  t 
fact  that  his  mast  snapp> 
midway  through  last  year's  regatta. 

Claus  Peter  Offen,  owner  of  a  Har 
burg  shipping  company,  won  the  Wai 
class  after  a  close-fought  battle  with  A 
gentinean  pharmaceuticals  magnate  ? 
berto  Roemmers.  Offen  rejects  any  su 
gestion  that  his  94-foot  carbon-fiber  yacl 
Y3K,  is  less  than  stout.  "We  raced  her  he 
in  five  days  of  pretty  heavy  winds  an 
didn't  break  anything." 

"  How  much  bigger  can  maxis  wa 
Bassani  now  has  under  construction  thr 
boats  longer  than  120  feet,  including 
148-footer  designed  by  naval  archite 
William  Tripp.  Famed  fellow  archite 
German  Frers  reports  that  Wally  owne 
have  informally  agreed  to  keep  their  racii 
yachts  henceforth  under  100  feet.  Ask< 
how  long  he  thinks  this  truce  will  la: 
Frers  chuckles,  "About  two  years." 
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FMTravelCom 

The  most  important  eCommerce  conference  in  travel. 
April  17-19,  2006  •  Hilton  New  York  •  New  York,  NY 

When  you're  facing  the  biggest  questions  in  travel  eCommerce,  there's  one  place  to  go  for  answers— TravelCom. 
earn  the  latest,  most  effective  ways  to  maximize  online  revenue  and  interact  with  the  brightest  minds  in  the  business. 
The  Travel  Industry  Association  of  America  is  proud  to  present  TravelCom  as  one  of  its  signature  events. 

Register  now  at  www.tia.org/travelcom. 
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Business  Opportunities  |      legal  Services 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm  Has 


Middle  Market  Businesses  for  Sale 


^GI/I/merger 


If  Interested  in  Buyi  ig  or  Selling  A  Business  Call 


1-877-213-1792  or  visit 

www.gwfnerger.com 


$25;000  PER  MONTH 
POTENTIAL  +++ 


Our  dealers  are  doing  it  so  can  you!  Our 
successful  formula  that  generates 
income  from  day  one  will  amaze  you. 
Investment  of  $14,900  normally 
recovered  in  the  first  30  days  or  less. 

Call:  1-877-808-0800 


"FREE  Book  Reveals  System 
I  hat  Provides  Predictable,  Low 
Risk  Cash  Flow  Checks  And 
Returns  From  Commercial 
Investment  Real  Estate  Month 
After  Month" 

*  12- Year  Track  Record 
*No  Management  Necessary 

*  Large  Income  Tax  Savings 
*Very  Good  Returns  15%+ 

www.heartlandfundbook.com 
Or  FREE  Recorded  Message  At 
1-800-471-0856  ID#3340 


LAS  VEGAS  CASINO 

Major  Hotel/Casino  Condominium 
Redevelopment  project  seeks  Private  & 

Institutional  Equity  participation. 
Broker  Protected.  Serious  inquiries  call: 

Las  Vegas  Ventures  Inc. 
at:  702-435-2530  or  866-253-0100 
info@saharatowers.com 
www.saharatowers.com 


A  SECRET  MACHINE 
BILL  GATES  LOVES  IT 

1st  Time  Offered  to  Pvt. 
Inv.  No  Selling.  Biggest  $$$ 
Maker  Since  ATM's 

20KMIN  800-257-6989 


CAR  WASH  SITE 

Somerset  County  N.J. 
1.8  Acres  2  Million  With  500k  Down 
All  Approvals  Phase  1&2 
NEW  50  Gallon  WELL 
BUILDING  PLANS  READY  TO  GO 
CBB  1-800-889-9966 


FAMILY  RESTAURANT  CHAIN 

Businesses  &  Real  Estate 
Four  Stores  totaling  40,000  sf 
Maryland  &  Delaware  Locations 
Sales  Volume  ol  S8M 
Cash  Flow  in  excess  of  S 1 M 
Real  Estate  Appraised  at  S6.5M 
Offers  from  qualified  buyers  invited. 

LANDMARK  COMMERCIAL  LTD 

www.landmark-commcreial.com 
 800-392-2468 


Award 
Winning 
Book 

Order  Now 

P.T       ,  J                 .  .  i. 

mum  1 

P1DTECTI0K 
STIATfGICS 

Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 

Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte ,  Agam. 
Dali,  Haring.  Lichtensteln,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
1888)932-6166  www.Gallart.com 


Capital  Available 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Art  Wholesale 


■  ■ 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Professional  Speaker 


FREE  Special  Report 

How  to  choose  the  right  speaker 
or  trainer  for  your  company. 

Details  at: 
www.trainerspecialreport.com 


SAVE  60%  FIRST/BUSINESS 
Major  Airlines.  Corp.  Travel. 

Blake@planetamex.com  ______ 

www.planetamex.com  § 
212-201-1828 

WE  WILL  NOT  _i EXPRESS 

Sf  UNDERSOLD 

COOK 

An  American  Express  Representative 


Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George- Hart@Americanhm.  com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  lo  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
. .  .for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Timeshare 


TIMESHARES 


save  up  to... 

70 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

t  GREAT  RCI  &  II 
bXCHANGLS 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Business  For  Sale 


Florida  Engineering  and 
Construction  Company 
For  Sale 

Established.  Profitable,  Proven. 
Email  hortonbrokers(S:aol.com 
See  www.hortonbrokers.com 
or  call  941-735-8830 


Book 


ATLANTIS 

INSPIRATION  FOR  THE  FUTURE 

Walter  F.  Laredo 
Advanced  Civilization, 
Engineering  Wonders 
Classical  Paintings 
AtlasBooks.com 
and  other  stores 

Watches 


OVER  300  PRE-OWNI 
KOLEX  IN  STOCK 
also  ('artier,  Breitling  & 

Largest  Selection  ■ 
Certified  Diamont. 

1-800-8-WATCHE 

Visit  Our  Web  Site:  nationalwotch. 

ith  (  (htilul  Slmh,  fkilo  ,  PA  ■■■  ■■•iuJ 


Immigration  Servic 


MOVE  TO 

CANAD 


Join  the  many  Americans  now  h 
better  in  Canada  where  youH  find  a  s 
lifestyle  and  lower  cost  of  living.  L 
why  surveys  rank  Vancouver  the  prei 
city  in  the  world  to  live  and  work.  Lc 
help  you  establish  a  new,  happier 
there,  for  your  first  or  second  home, 
for  free  information  package. 

Canadian  American 
Immigration  Services,  Li 

1-800-781-6670 


Newsletter 


r  THE  WORLD  IS  SHRINKINtl 


Nanotechnology  is  changing  our  v 
...  our  dothes,  the  military,  stier> 
autos,  medical  technology  ...  evi 
thing!  It's  the  investment  opportu 
of  a  lifetime  for  those  who  buy  tor 
row's  superstars  today.  The  mor 
Forbes/Wolfe  Nanotech  Rep 
puts  you  on  the  right  side  of  histi 
separates  the  true  leaders  from ' 
overhyped.  Subscribe  risk-free  at 
$195.  Save  67.5%  and  get  2  vali 
Free  Reports.  Satisfaction  guarant 
by  forbes  Call  800-523-7967  o 
to  www.fbrbeswolfe.com/fi 
Please  use  savings  code  JN5SAV 


Forbes 

Business  Classifiec 


a- 


 * 


For  Advertising  Informatk 
and  Rates  Contact: 

Media  Options 
1-800-442-6441 

mediopt@aol.com 


Forbes  Subscribers  Service...to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call...800-888- 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


Here  are  the  facts: 

1  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $206,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

•  For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barrons 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 

$ 


Age 


Coverage 


Zip 


Ad  Code:  FORBS2/06 


City  State 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 

L  _! 

NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled.  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org  This  message  and  offer  is  void  where  prohibited  by  law.  Quotesmith  com,  Inc.  DBA  lnsure.com  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©1984-2006  Quotesmith.com,  Inc.  All 
rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com,  Inc.dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078.  Quotesmith.com,  Inc  dba  lnsure.com  Insurance  Services.  Inc  in  UT  under  agent  #90093  Quotesmith.com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 


T  HQ UGHTS 

On  the  Business  of  Life 


np 

he  Smithsonian  Institute  under  S.  Dillon  Ripley  is  a  smashing  success,  attracting  20  million 
visitors  ayear.  Museum's  the  wrong  word  to  describe  its  latest  addition,  that  exciting  array  of 
*flL     aerospace  artifacts  and  history  in  the  superb  new  National  Air  and  Space  Museum.  This  center 
has  more  vitality  than  one  associates  with  the  word  "museum." Right  now  the  Smithsonian  and  its  director 
are  under  fire  for  assorted  reasons.  While  some  are  carping  at  Mr.  Ripley,  I  hope  they  don't  forget  that  under 
his  aegis  the  Smithsonian  has  become  a  lively,  living  part  of  American  life.     — MALCOLM  S.  FORBES  (1977) 


We  are  in  the  process  of  creating  what 
deserves  to  be  called  the  idiot  culture. 
For  the  first  time,  the  weird  and  the 
stupid  and  the  coarse  are  becoming  our 
cultural  norm,  even  our  cultural  ideal. 

—CARL  BERNSTEIN 


What  other  culture  could  have  produced 
someone  like  Hemingway  and  not  seen 
the  joke? 

—GORE  VIDAL 


Without  culture,  and  the  relative  freedom 
it  implies,  society,  even  when  perfect,  is  but 
a  jungle. 

—ALBERT  CAMUS 


We  know  that  a  man  can  read  Goethe 
or  Rilke  in  the  evening,  that  he  can  play 
Bach  or  Schubert  and  go  to  his  day's  work 
at  Auschwitz  in  the  morning. 

—GEORGE  STEINER 


Culture  is  what  your  butcher  would  have 
if  he  were  a  surgeon. 

—MARY  PETTIBONE  POOLE 


Culture  is  half-way  to  heaven. 

—GEORGE  MEREDITH 


Mrs.  Bollinger  is  one  of  the  ladies 

who  pursue  Culture  in  bands,  as  though 

it  were  dangerous  to  meet  it  alone. 

—EDITH  WHARTON 


Culture  is  an  instrument  wielded  by 
professors  to  manufacture  professors,  who 
when  their  turn  comes  will  manufacture 
professors. 

— SIMONE  WEIL 


Prig  and  philistine,  Ph.D.  and  C.P.A., 
despot  of  English  218c  and  big  shot  of  the 
Kiwanis  Club — how  much,  at  bottom, 
they  both  hate  art. 

—LOUIS  KRONENBERGER 


Culture  is  simply  how  one  lives  and  is 
connected  to  history  by  habit. 

— LE  ROI  JON! 


We  have  ignored  cultural  literacy  in 
thinking  about  education.  We  ignore 
the  air  we  breathe  until  it  is  thin  or  foul. 
Cultural  literacy  is  the  oxygen  of  social 
intercourse. 

— E.D.  HIRSCH  ; 


Culture's  worth  huge,  huge  risks.  Without 
culture  we're  all  totalitarian  beasts. 

—NORMAN  MAIL 


The  law  of  Raspberry  Jam: 
The  wider  any  culture  is  spread, 
the  thinner  it  gets. 

— ALVIN  TOFFL 


A  Text ... 

O  give  thanks  unto  the  Lord; 
for  he  is  good:  for  his  mercy 
endureth  forever. 

—PSALMS  118:29 

Sent  in  by  Dolores  Schiebinger,  Lincoln.  Nebr. 


February  27,  2006  •  Volume  177  »  Number  4  FORBES  (ISSN  0015  6914)  is  published  biweekly,  monthly  in  August,  with  an  extra  issue  in  April  and  October,  by  Forbes  Ii 
60  Fifth  Ave.,  New  York,  NY  1001 1.  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addresse: 
74962  Bath  Road,  Mississauga,  ON  UT  1L2.  GST  "  12576  9513.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  547 1 ,  Harlan,  IA  5 1 593-097 1 .  Forbes  Subscri 
Service  is  available  online.  To  subscribe,  change  vour  address  or  for  other  assistance,  please  visit  www.forbes.com/customerservice.  Or  write  to  Forbes  Subscriber  Service,  P.O.  Box  547 1 ,  Harl 
1A  51593-0971.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2006  Forbes  Inc.. 
rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


120     FORBES-  February  27,  2006 


JRLINGAME  1 

:B  2  1  2006 


LIBRARY 


he  new  320-horsepbwer  V8  Infiniti  FX!  Brave.  By  design. 


ith.ifs  low-slung  roofline  designed  to  give  it  an  aggressive  posture.  And  its  flat  horizontal 
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constant  reminder  that  the  Infiniti  FX  is,  in  fact,  more  than  just  an  SUV.  Visit  lnfiniti.com. 


INFINITI 


CEO'S  LIKE  MOVIES  TOO. 


It's  a  battle-tested  business  machine. 
It's  a  titanium-sheathed  widescreen 
statement.  It's  a  notebook  for  both 
sides  of  your  brain.  The  Lenovo 
ThinkPad  Z60  notebook  with  Intel 
Centrino  Mobile  Technology. 
New  Thinking.  New  ThinkPad. 


999 


WORLDWIDE  PARTNER 


■ 


If  you're  still  not  using  FedEx,  you're  running  out  of  excuses 


How  much  do  you  think  FedEx  costs?  Guess  again.  We  have  dozens 
ways  to  help  your  small  business  save  money  on  shipping — incfudi 
ground  service,  which  reaches  virtually  every  address  in  Ameri 
Visit  fedex.com  today.  Because  money  is  just  as  important  as  hu 
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the  WE'RE  ALL  ON 

A  DIFFERENT  PAGE  era  is  over 


Microsoft"  Office  has  evolved.  Have  you? 

After  all,  the  way  we  work  has  changed.  These 
days,  the  bigger  the  team,  the  harder  it  is  to 
work  together.  That's  why  the  latest  version  of 
Microsoft  Office  allows  easy  access  to  Team 
Workspaces.  Step  up  to  a  world  where  shared 
locations  hold  documents,  schedules,  tasks,  and 
announcements.  It's  time  to  evolve  the  way  you 
work.  Discover  how  at  microsoft.com/office/evolve 


'our  potential.  Our  passion.  " 

?rosoft 


It's  time  to  upgrade 
our  Office  97. 


Brilliant. 


Microsoft* 


Office 


xtraordinary  insights 
ten  come  froll 
uncommon  per 


lit  IStSj  m  in  wti \u  1  ill  iiiKMi  iRKftl  i  iKKiiti  w^ttVMti  tii  9tnK 


are  the  same  old  answers.  To  see  how  an  innovative 
look  can  help  you  become  a  high-performance 
iness,  visit  accenture.com 

suiting  •  Technology  •  Outsourcing 


accenture 

High  performance.  Delivered 
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Side  Lines 

Investing  In 
Cloudland 


Definition  of  private  equity:  a  mar- 
velous system  for  creating  wealth 
by  trading  an  existing  stock  of 
assets  back  and  forth  at  ever  higher 
prices.  At  least,  it  creates  wealth  for 
the  traders;  on  page  88  Neil  Wein- 
berg and  Nathan  Vardi  tell  you 
how  much. 

What  are  the  investors — pension  plan  operators,  that  i 
going  to  get  out  of  this  system?  According  to  their  projectia 
terrific  returns.  These  projections  are  based  not  so  much 
economics  (the  theory  that  assets  already  bid  up  to  the  sky  \ 
be  bid  still  higher,  like  condos  in  Miami)  as  on  need.  The  pi 
sion  guys  need  lofty  projected  returns  to  make  their  funds  lc 
solvent.  So,  they  are  going  to  get  12.5%  annually  from  priv 
equity  because  they  need  12.5%  to  squeak  by.  For  an  amus: 
exercise,  try  this  kind  of  logic  out  on  your  boss.  Say  that  ) 
are  particularly  deserving  of  a  raise  because  you  are  behind 
your  mortgage  payments. 

Blissfully  self-confident,  the  pension  operators  project  tl 
gains  from  private  equity  plus  a  nice  showing  on  the  less  exc 
securities  that  make  up  the  bulk  of  their  funds  will  delive 
blended  return  between  8%  and  9%.  This  projection  is  ci 
tomary  among  both  corporate  and  government  pension  spc 
sors.  It  is,  according  to  investment  theorist  Robert  Arnott 
Research  Affiliates,  utterly  delusional. 

Consider:  A  long  Treasury  bond  bought  today  is  destined 
earn  4.7%  a  year  over  its  lifetime.  You  can  get  fatter  coupe 
on  bonds  from,  say,  a  nice  auto  company  or  airline,  but  you  v 
lose  some  of  your  principal  doing  that.  Stocks  have  avera^ 
10%  since  1926,  but  they  had  two  things  going  for  them  tl 
no  longer  apply.  One  was  fat  yields,  averaging  4%.  Todays  yi 
is  1.8%.  The  other  was  an  expansion  of  price/earnings  mu 
pies — the  Miami  condo  effect.  It  made  early  buyers  rich,  1 
today's  buyers  can't  count  on  a  repeat. 

Take  a  realistic  projection  for  the  bonds  and  a  sligh 
higher  one  for  the  stocks,  subtract  trading  costs  and  portfo 
management  fees,  and  you  get  a  blended  return  of  maybe  5 
says  Arnott.  Using  their  delusional  numbers  for  future  retur 
corporate  pension  sponsors  confess  to  a  funding  shortfall 
$450  billion.  Using  his  pessimistic  numbers,  Arnott  comes 
with  double  that.  The  funds  run  by  politicians  are  in  mu 
worse  shape:  They  also  admit  to  being  half  a  trillion  doll; 
underwater,  but  their  true  liability  is  more  like  a  trillion  an* 
half. 

Edit 
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king  the  most  of  your  # 


mailstream 


or,  how  to  drive  new  growth  when 
you've  plumb  run  out  of  ideas. 


AT  PITNEY  BOWES,  we  know  how  to  turn  your 
mailstream  into  a  profit  engine.  By  optimizing  the 
complex  flow  of  mail,  documents,  email,  and 
packages  that  stream  out  of,  into  and  through  your 
business,  we  can  help  you  significantly  increase 
customer  acquisition,  retention  and  loyalty— and 
dramatically  decrease  costs.  And  because  we're 
the  only  company  that  offers  end-to-end  mailstream 
solutions,  from  data  management  to  personalized 
document  creation,  production,  and  distribution, 
you  can  see  results  a  lot  faster. 

Visit  pb.com/mailstream  to  learn  more. 


=H  Pitney  Bowes 

Engineering  the  flow  of  communication' 


y  we  go  to  work  In  the  morning. 
It's  also  why  we're  early. 


For  it,  the  soft  top  lowers  in  an  instant.  And  when  the  road  calls  for  it,  it  rockets  from  0-60  in  a 
4.9  seconds.  But  whatever  the  drive,  you  can  shift  precisely  with  its  impressive  six-speed  stick, 
s,  it's  all  in  a  day's  work.  It's  just  that,  happily,  our  workday  starts  a  bit  earlier  than  most. 


tion  of  vehicle:  road  and  environmental  conditions;  testing  procedures  and  driving  style.  These  results  should  be  used  for  comparison  only,  and  verification  should  not  be  attempted  on  public  roads. 
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Studying  With  the  Enemy 

I  enjoyed  "Cracks  In  the  Wall"  (Feb.  27,  p.  90).  Tactics  used  by  the  Chinese 
government  to  suppress  Chinese  political  dissidents  in  the  U.S.  today  are 
strikingly  similar  to  the  way  Taiwan's  Chinese  Nationalist  Party  dealt  with  dis- 
sidents from  Taiwan  in  the  1960s-90s.  Many  Taiwanese  political  dissidents 
had  their  "reentry"  permits  to  Taiwan  revoked  for  expressing  their  displeas- 
ure with  the  dictatorial  rule  of  Chiang  Kai-shek  and  his  son.  What  free  coun- 
try requires  its  own  citizens  to  have  a  visa  to  go  home?  The  family  members 
of  those  dissidents  were  constantly  harassed.  Inside  many  U.S.  campuses  the 
activities  of  other  Taiwanese  students  were  regularly  monitored,  a  fact  high- 
lighted by  the  widely  covered  Taiwanese  spy  case  at  MIT  in  1975.  It  is  surpris- 
ing how  this  type  of  brutal  suppression  keeps  repeating  itself  without 
hindrance  in  the  US. 

TUN-HOU  LEE 
Newton,  Mass. 


Thank  you  for  your  thoughtful  articles  on 
Falun  Gong  and  human  rights  in  China.  Not 
since  the  Wall  Street  Journah  Pulitzer  Prize- 
winning  articles  on  Falun  Gong  have  I  seen 
such  an  insightful  look  at  these  issues.  I  com- 
mend you  for  your  bravery. 

SIMON  THOMAS 
Director,  Public  Relations 
China  Support  Network 
Washington,  D.C. 


60 ...  The  New  20 

I  was  pleased  with  the  advice  offered  for 
60-year-olds  in  "Is  a  Roth  401(k)  Right 
for  You?"  (Jan.  30,  p.  91).  But  I  object  to 
the  illustration  you  selected  to  represent 
what  appears  to  be  an  elderly-looking 
60-year-old  couple.  My  wife,  Mary,  and 
I  are  both  60  and  have  a  rigorous,  daily 
exercise  regime.  Mary  recently  walked  a 
half-marathon,  and  I  completed  an 
Olympic  distance  triathlon  last  summer. 
Like  many  leading-edge  baby  boomers, 
we  don't  look  or  feel  anything  like  your 
illustration.  Please  update  your  view  of 
today's  60-year-olds. 

MICHAEL  HOLTON 
Milwaukee,  Wis. 

Phony  Medicine? 

Cutting  corners  when  it  comes  to  one's 
health  to  save  a  few  dollars,  as  you 
describe  in  "Dial-A-Doc"  (Feb.  27, 


p.  65),  is  perhaps  the  worst  decision  c 
can  make.  It  may  not  be  illegal  in  mi 
states  to  diagnose  illness  withou 
proper  physical  exam,  but  it  is  certaii 
unethical. 

DR.  BABAK  ROBOl 
Chevy  Chase,  i\ 

Fund  Fix 

"At  the  Extremes"  (Jan.  30,  p.  100)  m 
stated  the  "cost  drag"  for  the  Alj 
SmallCap  Growth  Fund.  Our  calcu 
tion  was  based  on  data  supplied  to  us 
Lipper,  which  later  informed  us  that  1 
correct  cost  drag  for  this  fund  is  $2. 
per  $100  in  assets,  rather  than  the  $8. 
we  originally  stated. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  editet 
Please  include  address  and  phone  number. 
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in,  small  business  has 

m  built  in 


I  just  received  my 
quarterly  statement. 

Now,  can  somebody  tell  me 
how  my  portfolio  is  doing? 


iange.  S2006  Charles  Schwab  &  Co.,  Inc 


The  Schwab  Quarterly  Portfolio  Profile.™ 

When  was  the  last  time  your  regular  quarterly  statement  told  you 
anything  useful  about  your  investments?  Exactly.  That's  why  at  Schwab, 
we  also  send  you  a  quarterly  profile  with  clear,  actionable  insights  into 
your  stocks,  funds  and  bonds.  What's  on  track?  What  may  need  looking 
at?  We  think  the  real  reason  for  reporting  on  the  last  quarter  is  to  help 
you  plan  for  the  next  one.  So  we  help  you  identify  opportunities  for 
change  based  on  your  goals,  time  horizon  and  risk  tolerance. 

For  a  quarterly  report  you  can  actually  use: 
1  800-4SCHWAB/SCHWAB.COM 


i€t  and  Comment 

Steve  Forbes,  Editor-in-Chief 
ith  all  thy  getting  get  understanding." 


Hey,  Europe!  Put  Up... 


OPEAN  POLITICOS  AND  DIPLOMATS  HAVE  HAD  A  GOOD  TIME  IN 

;nt  years  bashing  the  U.S.  for  being  "unilateralist,"  "quick  on 
trigger"  and  "too  impatient"  to  let  sophisticated  diplomacy 
rk  its  charms  in  making  the  world  a  safer  place. 
That  always  fatuous  illusion  is  about  to  get  a  grim,  public  test- 
.  The  test  will  be  in  how  the  European  Union  reacts  to  Hamas' 
:toral  victory  in  the  Palestinian  territories.  There  have  been 
ee  cardinal  principles  governing  relations  with  the  Palestinian 
thority — renouncement  of  terrorism,  adherence  to  agreements 
de  with  Israel  and  acceptance  of 
lei's  right  to  exist.  If  Hamas  takes 
:r  the  Palestinian  Authority  with- 
meeting  these  three  basic  condi- 
ris,  the  West's  proper  response 
uld  be  clear:  no  diplomatic  recog- 
ion  and  no  financial  aid.  Other- 
e,  we  give  legitimacy  to  a  terrorist 
'ernment,  which  would  be  a  huge 
:ory  for  Islamic  fanaticism. 
The  U.S.,  so  far,  has  been  taking 
rm  and  principled  stance.  But  will 
Europeans?  Already  there  are 
nblings  about  Hamas  mouthing  soothing  words  regarding 
se  three  conditions  without  vowing  to  adhere  to  them.  Wash- 
ton  must  be  clear — this  kind  of  hedging  will  not  be  tolerated. 
We'll  soon  see  if  European  governments  will  actually  cut  off 
ney  to  a  Hamas-run  Palestinian  Authority  that  doesn't 
:nly  adhere  to  those  three  conditions  and  if  European  democ- 
i  can  shake  off  the  morally  pusillanimous  1930s  mind-set  of 
•easing  the  forces  of  barbarism  instead  of  confronting  them. 
Washington  should  give  short  shrift  to  any  European  rationali- 
ons  such  as,  "It's  better  if  we  give  the  money  and  are  able  to  see 
tre  it  goes  instead  of  opening  the  door  for  the  Iranians  and  Saudis. 


In  the  1930s  British  and  French  leaders  (left)  sacrificed 
honor  and  good  sense  trying  to  mollify  murderous  dictators. 
Do  European  democracies  have  more  backbone  today? 


After  all,  those  two  will  give  the  PA  the  money  if  we  don't."  Riyadh 
knows  it's  got  a  p.r.  problem  in  America  because  it's  been  seen  as  a 
secret  abettor  of  terrorism.  If  the  U.S.  cuts  off  money  to  a  Hamas- 
run  Palestinian  Authority,  the  Saudis  won't  quickly  jump  in  to  fill  the 
void.  Any  money  seeping  into  PA  coffers  from  that  source  will  be 
peanuts,  relatively  speaking.  Given  Iran's  desire  to  lull  the  West  until 
it  completes  its  nuclear  bomb  program,  its  clerical  dictators  are  un- 
likely to  pony  up  the  $1.5  billion  or  so  needed  to  fully  fund  the  PA. 
Some  appeasers  soothe  themselves  with  the  thought  that  running 
a  government — coping  with  sewers, 
fixing  potholes,  dishing  out  highway 
contracts  and  the  like — will  temper 
Hamas'  fanaticism.  Alas,  the  wicked  can 
both  govern  and  pursue  evil  policies.  Do 
any  of  these  Pollyannas  remember  what 
the  responsibility  of  day-to-day  govern- 
ing did  to  water  down  the  Nazis'  appetite 
for  aggression  and  crimes  against  hu- 
manity? Bottom  line:  EU  backsliding  will 
promptly  remove  any  moral  mantle  Eu- 
ropeans who  opposed  the  war  in  Iraq 
wrapped  themselves  in  three  years  ago. 
Which  brings  us  to  another  significant  test  for  the  EU — Iran  it- 
self. Clearly  diplomacy  has  not  deterred  the  mullahs'  frantic  push  to 
develop  nuclear  weapons.  Tehran  has  been  losing  the  spin  war  on 
this  issue.  Even  Jacques  Chirac,  at  least  publicly,  felt  the  need  to  shake 
a  fist  at  these  clerical  fascists  rather  than  at  George  Bush  and  the  U.S. 
Will  the  EU — with  perhaps  the  muted  exception  of  Paris — firmly  stand 
by  the  U.S.  and  against  the  Iranian  government  when  showdown  time 
comes?  The  EU  can't  say  we  didn't  give  its  diplomacy  a  chance. 

Needless  to  say,  whatever  Europe  does  or  doesn't  do  should 
not  deter  us  from  taking  forceful  action,  if  necessary,  against 
Iran's  mad  mullahs. 


Despite  Bluster,  Iran  Is  Vulnerable 


IPLOMACY  DOESN'T  WORK,  MOVING  DECISIVELY  AGAINST  IRAN  MAY 

be  quite  as  difficult  as  was  first  supposed.  Economic  sanc- 
is  could  bite  pretty  quickly.  Iran  is  a  major  oil  producer,  but 
ill  must  import  about  one-third  of  its  gasoline,  as  the  country 
cs  the  necessary  refining  capacity  to  make  the  stuff  on  its  own. 
Military  experts  are  now  opining  that  we  may  not  have  to  take 
every  facility  involved  in  Iran's  nuclear  efforts  in  order  to  disrupt 
in  effect,  end  the  mullahs'  deadly  pursuit  of  nuclear  bombs.  A  rel- 
ely  small  number  of  air  strikes  could  accomplish  the  mission. 
These  clerical  dictators  are  counting  on  the  West's  lack  of 


nerve  to  firmly  confront  them.  Administration  officials  must 
start  disabusing  these  fanatics  of  such  lethal  illusions.  "Anony- 
mous Pentagon  sources"  could  talk  about  possible  military 
options,  just  so  Tehran  doesn't  take  too  literally  any  European 
chatter  of  military  moves  being  "off  the  table."  The  White  House 
should  also  be  doing  more  to  inform  the  American  public  about 
the  gravity  of  the  crisis  and  the  depravity  of  Iran's  government. 
President  Mahmoud  Ahmadinejad  truly  believes  that  his  version 
of  Armageddon  is  coming. 

A  showdown  looks  increasingly  unavoidable. 
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Fact  and  Comment 


Money  Talks 


ONE  THING  CONGRESS  COULD  DO  IMMEDIATELY  IS  PASS  THE  BI PARTI - 

san-sponsored  Justice  for  Marine  Corps  Families- Victims  of 
Terrorism  Act.  This  legislation  would  allow  families  of  those 
killed  or  injured  by  terrorism  to  win  court-ordered  damages 
from  the  responsible  government.  Specifically,  families  of  mili- 
tary personnel  killed  in  the  1983  bombing  of  the  Marine  Corps 
barracks  in  Beirut  could  collect  compensation  from  the  Iranian 
government,  which  hatched  that  murderous  scheme. 


Thanks  to  a  variety  of  loopholes,  assets  controlled  by  the 
ian  government  escape  attachment  from  court-ordered  j 
ments.  Iranian-controlled  businesses  in  the  U.S.  have  assets  ii 
billions  of  dollars,  and  victims'  families  should  be  able  to  tap 
those  assets  to  settle  judgments.  In  the  future,  countries  supf 
ing  terrorism  might  think  twice  before  abetting  such  deadly  d 
if  they  knew  those  crimes  would  have  very  real  financial  co 
quences.  Morality  may  not  talk  to  these  folks,  but  money  mi 


Bad  Check 


DESPITE  REPEATED  PAEANS  TO  FREE-MARKET,  DEMOCRATIC  CAPITAL- 

ism,  America  seems  to  reward  huge  business  successes  with 
destroy- 'em-now-that-they' re-big  hostility.  It  happened  to  the  old 
AT&T,  to  IBM  and,  more  recently,  to  Microsoft.  Wal-Mart  is  in 
the  dock  today.  (Who  knows,  perhaps  in 
a  couple  of  years  Google  will  be  vilified  as 
an  all-powerful  entity  out  to  destroy 
Western  civilization.)  This  antagonism 
may  upend  Wal-Mart's  plans  to  enter  the 
banking  business.  The  big  merchant's 
purpose  is  to  lower  costs  on  transactions 
made  with  a  Wal-Mart  credit  card. 
Which,  in  turn,  would  mean  consumers 
would  get  the  traditional  Wal-Mart  break 
on  better  and  better  pricing. 

But  the  feds  may  block  the  move, 


Going  into  banking  would  be  yet  another  way 
for  Wal-Mart  to  give  its  customers  bargains. 


even  though  companies  such  as  Target  and  General  Electric  1 
done  something  similar.  Many  bankers  are  vilifying  Wal-M; 
application  as  a  plot  to  rip  off  low-income  consumers,  a  mt 
threat  to  community  bankers  and  a  vehicle  for  the  retaile 
engage  in  conflict-of-interest  self-deal 
The  criticisms  and  fears  are  j 
overblown.  Most  community  banks 
doing  well  because  they  offer  individual 
commercial  customers  the  kind  of  pers 
alized  services  that  their  bigger  brethren 
not  capable  of  offering.  These  banks  h 
nothing  to  fear  from  Wal-Mart's  credit  c 
transactions.  As  for  Wal-Mart's  giving 
self  lower-cost  preferential  lending  ter 
and  other  unethical  advantages,  si 
abuses  are  already  strictly  prohibited  by  1; 


"S"  Is  for  Superior 


"S"  Is  for  Silence— by  Sue  Grafton  (G.P.  Putnam's 
Sons,  $26.95).  Gratified  Grafton  groupies  (including 
yours  truly)  will  regard  this  nineteenth  Kinsey  Mill- 
hone  mystery  as  one  of  Grafton's  best  yet.  No  heroine 
or  plot  fatigue  here,  few  wasted  words  or  scenes  and 
plenty  of  suspense.  A  gritty  tale  told  well. 

Violet  Sullivan  was  one  of  those  women  who 
decades  ago  wouid  have  been  labeled  a  "tramp": 
young,  vivacious,  sexually  charged,  quaffing  many  a 
beer  and  many  shots  of  hard  liquor  while  seducing  and 


bedding  many  a  man.  Her  husband  was  an  abus 
alcoholic;  Violet  never  tried  to  hide  with  makeup 
sunglasses  the  bruises  from  his  periodic  battering 
On  July  4,  1953,  Violet  suddenly  disappeai 
without  a  trace.  Did  she  simply  run  off?  Did  her  hi 
band  finally  go  too  far?  Did  one  of  her  many  jill 
and  all-too-jealous  lovers  do  her  in?  The  jourr 
begins  in  1987  with  Violet's  daughter,  Daisy,  now 
hiring  Millhone  to  see  if  she  can  uncover  what  h; 

pened  to  Violet. 


RESTAURANTS:  GO,    DNSIDEF,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Lentini— 1562  Second  Ave.,  at  81st  St.  (Tel.:  212-628-3131). 
One  of  the  best  traditional  Italian  eateries  on  the  Upper  East 
Side.  The  fare  is  tops:  fried  calamari,  mini  meatballs  served  in 
broth  with  dandelion  greens,  large  meatballs  with  spaghetti, 
tagliolini  with  peas  and  prosciutto  cream  sauce,  and  branzino 
in  a  livornese  sauce.  Desserts  are  outstanding. 

Koi— Bryant  Park  Hotel,  40  West  40th  St.  (Tel.:  212-642- 
2100).  The  food  at  Koi  is  Asian  fusion  at  its  very  best.  But.  Koi 


may  be  the  most  obnoxious  spot  in  town.  No  one  should  hav< 
to  wait  45  minutes  for  a  confirmed  reservation — in  a  cold  loyer 
without  even  an  offer  of  drinks — in  this  city  of  myriad  choices 
•  La  Petite  Auberge — 116  Lexington  Ave.,  at  28th  St.  (Tel. 
212-689-5003).  This  venerable  French  restaurant  offers  deli 
cious,  well-prepared  French  food — escargots,  onion  soup 
roasted  chicken  and  the  like— in  a  gracious,  old-fashioned 
welcoming  environment.  f 


24      FORBES       MARCH  1 .1 


2006  Mdifiotl  International,  Inc 

LUCKILY,  YOU  CAN  STAY  AS  LONG  AS  YOU  LIKE. 

We  apologize  if  you  have  trouble  getting  out  of  our  new  beds. 
With  crisp,  white  linens,  a  thicker  mattress,  and  plush  pillows,  they  are 
as  comfortable  as  beds  get.  Add  to  that  separate  living,  working, 
and  dining  areas,  free  high-speed  Internet,  hot  complimentary 
breakfasts  —  and  you  have  enough  good  reasons  to  stay  a  while. 

Residence  Inn? All  suites.  With  all  the  comforts.SM 
IT'S  THE  MARRIOTT  WAY.™ 


Residence 

Inn  ® 


Harriott 


11  1-800-MARRIOTT  or  visit  Marriott.com/ResidcnceInn  to  experience  our  new  beds  today. 


Other  Comments 


Diplomacy  is  utterly  useless  where  there  is  no  force  behind  it. 

—THEODORE  ROOSEVELT 


Blunt  but  Effective  The  bottom  line  is  that  President 
Bush  has  played  a  large  part  in  the  Washington  spending  epi- 
demic. The  U.S.  Constitution  gives  the  president  an  immensely 
powerful  device  for  checking  the  congressional  budget  process: 
the  veto  power.  Mr.  Bush  asked  Congress  to  restore  the  line-item 
veto  in  his  State  of  the  Union,  but  if  he's  serious  about  stopping 
runaway  federal  spending,  he  needs  to  familiarize  himself  with 
an  old-fashioned,  regular  veto,  a  potent  tool  for  controlling 
spending  that,  as  yet,  he  has  never  seen  fit  to  use. 

—PHILIP  G.  KERPEN,  Free  Enterprise  Fund,  New  York  Sun 

A  Reckless  Moment  Hamas  pioneered  the  suicide 
bomb.  It  was  a  Hamas  bomber  who  blew  up  the  Sbarro  pizzeria  in 
Jerusalem,  a  family  restaurant  typically  filled  with  young  mothers 
and  their  children.  It  was  Hamas  that  attacked  the  Dolphinarium 
dance  club  in  Tel  Aviv,  killing  and  disfiguring  teenage  girls.  It  was 
Hamas  that  orchestrated  the  Passover  Massacre  in  Netanya,  the  vic- 
tims of  which  were  mostly  elderly  Jews  gathered  in  a  hotel  dining 
room.  What  message  are  the  thousands  of  Palestinians  who  sup- 
ported Hamas  [in  Januarys  election]  sending?  They  are  saying  that 
they  reject  the  growing  international  consensus  that  suicide  terror- 
ism is  wrong.  In  one  reckless  moment,  they  have  confirmed  the  old 
saw  that  Palestinians  are  incapable  of  recognizing  their  own  self- 
interest  and  are  not  ready  to  join  the  community  of  civilized  nations. 

It's  hard  to  see  how  Israel  can  negotiate  with  people  who  are  con- 
vinced that  any  Jewish  presence  is  an  affront  to  God  and  a  blight 
on  the  region.  Israel  once  had  its  rejectionists  too— ideologues  who 
denied  that  Arabs  had  any  right  to  the  land.  But  over  the  years  the 
Jewish  rejectionists  have  been  marginalized  in  Israeli  society,  or  have 
transformed  themselves  into  realists.  Even  a  hardliner  like  Ariel  Sharon 
reconciled  himself  to  Palestinian  claims.  Yet  while  Jewish  rejection- 
ists have  faded  into  the  margins  of  their  society,  Palestinian  rejec- 
tionists, embodied  in  Hamas,  now  represent  the  mainstream  in  theirs. 

— Ottawa  Citizen 
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"Look  what  they  did  to  her!  We  should 
be  thankf  ul  they  only  had  us  spayed." 


A  Separate  Standard  The  U.S.  news  media,  bA 

fusing  to  run  [the  Danish  Muhammad]  cartoons,  are  giving  : 
intellectual  and  religious  terrorism.  A  separate  standard  is  b 
applied  here  out  of  fear  of  physical  retaliation.  Whatever  is  fa 
say  about  one  group  must  be  fair  to  say  about  another.  The  E 
pean  papers  are  doing  the  right  thing.  They're  being  courage 
It  is  in  the  public's  interest  to  see  these  cartoons  that  are  causin 
much  outrage.  When  you  see  them,  you  see  the  extent  of  the  o 
reaction.  They  are  not  nearly  as  bad  as  cartoons  that  routinely 
in  the  Muslim  media  against  Jews,  Christians,  the  U.S.  and  1st 
—ALAN  DERSHOWITZ,  professor  of  1 
Harvard  University,  in  T 

Consciousness-Raising  The  censor-moron  d 

not  really  hate  anything  but  the  living  and  growing  hun 

consciousness. 

— D.H.  LAWREfl 

Rogue  Ambition  Many  people— the  New  York  Tit 
editorial  board,  much  of  Europe,  even  some  in  the  Bush  Adm 
istration — don't  really  believe  a  nuclear  Iran  is  unacceptal 
They're  of  course  all  for  various  multilateral  efforts  to  persu; 
President  Ahmadinejad  and  Hashemi  Rafsanjani  as  well  as  A 
tollah  Ali  Khamenei  to  change  their  minds  and  abandon  th 
nuclear  ambitions.  But  the  Times,  and  much  of  Europe,  and  so 
in  the  Administration,  don't  really  pretend  that  these  attempt: 
persuasion  are  likely  to  work.  At  the  end  of  the  day,  they  think 
can  live  with  a  nuclear  Iran.  After  all,  containment  and  det 
rence  worked  with  the  Soviet  Union;  they  could  also  work  w 
Iran,  one  mid-level  State  Department  official  said  in 
unguarded  moment  in  my  presence  a  couple  of  months  ago. 

We  don't  agree — and  we  don't  think  President  Bush  dc 
either.  A  Cuban  missile  crisis  with  Khrushchev's  Soviet  Uni 
was  bad  enough.  Are  we  willing  to  risk  it  with  Ahmadinejz 
Iran?  What  about  nuclear  proliferation  throughout  the  regie 
What  about  the  hopes  for  a  liberal,  less-extremist-and-terr 
friendly  Middle  East? 

—WILLIAM  KRISTOL,  Weekly  Standi 

UN-Real  Front  and  center  on  the  United  Nations  Web  sit 
a  link  tided  "Renewing  the  UN."  Click  on  it  and  you'll  find  a  phi 
of  Secretary  General  Kofi  Annan  next  to  a  statement  that  reads: 
part,  "We  must  reshape  the  Organization  in  ways  not  previously  im 
ined  and  with  a  boldness  and  speed  not  previously  shown."  That  qu 
dates  from  last  March.  Here's  Mr.  Annan  [in  December]:  "The  bi 
ness  of  the  UN  is  not  reform.  The  business  of  the  UN  is  carry 
out  the  mandates  that  the  General  Assembly  and  the  Security  Coi 
cil  have  given  us,  so  that  business  must  continue."  And  people 
that  U.S.  Ambassador  John  Bolton  is  the  obstacle  to  UN  reforrh 

—  Wall  Street  Journal 
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WINDOWS 


LINUX 


Fujitsu  PRIMEQUEST™  Servers  with  Intel®  Itanium®  2  Processors. 

Mainframe  Reliability.  Sized  for  the  Mainstream. 


For  decades,  ClOs  have  trusted 
Fujitsu  mainframes  to  run  their  mission- 
critical  applications.  Now  you  can 
get  the  same  robust  engineering  and 
innovative  design  with  the  highly  reliable, 
high  performance  Fujitsu  PRIMEQUEST 
servers  featunng  Intel®  Itanium®  2  Processors. 
Designed  for  Microsoft®  Windows®  and 
Linux?  environments  to  run  mission  critical 


System  Mirror 

PRIMEQUEST  servers  offer  the  ability  to  run 
memory  and  crossbars  as  mirrored  pairs.  This 
option,  enabled  via  the  Dual  Synchronous 
Architecture  in  PRIMEQUEST  servers,  provides 
fault  immunity  for  the  hosted  operating  system 
and  applications.  The  use  of  System  Mirror 
transparently  guards  against  hardware  errors 
that  could  otherwise  cause  a  system  panic. 


applications,  PRIMEQUEST  servers 
harness  the  power  and  performance 
of  up  to  32  Intel®  Itanium®  2  Processors, 
to  easily  accommodate  your  largest 
applications.They  are  designed  with  integrated 
networking  and  management  features  for 
simplicity  and  offer  flexible  I/O  and  partrtjoning 
that  enhances  your  agility  to  respond  to 
dynamic  business  requirements. 


To  learn  more  about  how  Fujitsu  PRIMEQUEST  servers  bring  mainframe  reliability  to  mainstream  environments, 
visit  us.fujitsu.com/computers/PRIMEQUEST  or  call  I  -800-83  1-3183 
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urrent  Events 


t  Lee  Kuan  Yew,  Minister  Mentor  of  Singapore 


Oil  and  Islamism:  Top  World  Agenda 


.AM  HAS  NOT  BEEN  A  PROBLEM.  HOWEVER,  CONTEMPORARY 
iical  Islam,  or  Islamism,  is  a  problem.  Oil  without  Islamism  can 

a  problem,  but  Islamism  plus  oil  becomes  a  volatile  mix. 
amism  plus  oil  plus  weapons  of  mass  destruction  (WMD) 
uals  a  threat.  Iran  has  insisted  on  its  right  to  enrich  uranium  and 
s  threatened  to  cut  its  oil  exports,  currendy  2.5  million  barrels 
r  day,  if  sanctions  are  imposed.  The  prospect  of  a  cut  in  supply 
used  oil  prices  to  tick  upward.  A  nuclear-capable  Iran  will  signif- 
indy  alter  the  geopolitical  balance.  Other  countries  in  the  Mid- 
|  East  will  also  want  nuclear  weapons,  increasing  the  chances 
at  fissile  material  for  WMD  will  fall  into  terrorists'  hands. 

How  did  the  powerful  combination  of  Islamism,  oil  and  WMD 
me  about?  After  WWII  the  European  empires  dissolved.  More 
in  40  Arab  and  Muslim  countries  became  independent,  with  Arab 
tionalism  their  first-phase  response.  Arab  nationalism  reached 
ligh  point  in  1956,  when  President  Gamal  Abdel  Nasser  of  Egypt 
tionalized  the  Suez  Canal,  causing  the  French,  British  and  Israelis 
invade  and  occupy  Suez.  President  Dwight  Eisenhower,  how- 
er,  opposed  the  invasion  and  forced  them  to  withdraw.  The  Arab 
>rld  was  jubilant,  confident  that  Arabs  would  now  regain  their 
ice  in  the  sun.  In  1958  Egypt  and  Syria  merged  to  form  the  United 
ab  Republic,  while  Egypt  and  Yemen  formed  a  confederation 
lied  the  United  Arab  States.  Both  were  dissolved  in  1961.  In  1967 
ael  defeated  Egypt,  Syria  and  Jordan  in  the  Six  Day  War.  Nasser 
is  diminished,  and  pan-Arab  nationalization  lost  its  appeal.  Pan- 
amism  soon  emerged  as  the  unifying  force. 

During  the  1973  Yom  Kippur  Arab-Israeli  war,  the  conservative 
ab  oil  states  demonstrated  their  power  by  imposing  an  oil  embargo 

the  U.S.  and  Europe.  Oil  prices  quadrupled.  The  Arab  oil  states 
d  Iran  became  fabulously  wealthy.  This  wealth  enabled  the  Arabs 
d  Iranians  to  preach  to  and  persuade  Muslims  in  other  parts  of  the 
>rld  to  adopt  their  strict  and  severe  versions  of  Islam.  They  funded 
;  building  of  mosques  and  madrasahs  in  poorer  countries,  sent 
sachers  and  paid  for  Muslim  leaders  to  attend  religious  conferences, 
ley  are  responsible  for  raising  the  religiousness  of  Muslims  abroad 
d  have  "Arabized"  once  moderate  Malay  and  Indonesian  Muslims. 

Jihadist  suicide  bombings  first  made  news  when  Shiites  in 
banon  (Hezbollah) — instigated,  instructed  and  financed  by  Ira- 
ins — bombed  the  U.S.  Marine  barracks  at  the  Beirut  airport  in 
83,  killing  241  American  servicemen.  Sunnis  in  Palestine 
lamas)  have  imitated  Hezbollah  with  suicide  bombings  against 
aelis.  Radical  Muslims,  instructed  by  al  Qaeda,  have  imitated  these 
imbings  in  Pakistan,  the  Philippines,  Indonesia  and  Thailand. 

Islamists  believe  the  time  is  ripe  to  reassert  Islam's  suprem- 


acy. The  jihadists  among  them  have  chosen  Iraq  as  their  second 
battleground.  Their  goal  is  to  drive  the  Americans  out  of  Iraq, 
just  as  they  drove  the  Soviets  out  of  Afghanistan. 

Islamic  solidarity  is  at  a  high  point.  When  a  Danish  newspaper 
published  cartoons  of  the  Prophet  Muhammad,  one  with  a  bomb- 
shaped  turban,  radical  imams  in  Denmark  sought  support  from  Gulf 
Arabs  and  other  Arab  states.  Danish  products  were  boycotted.  Prime 
Minister  Anders  Fogh  Rasmussen  expressed  regret  that  Muslims  had 
found  the  cartoons  offensive.  Papers  in  France  and  many  other  EU 
countries  reprinted  the  cartoons  in  support  of  freedom  of  the  press. 
Gunmen  in  Gaza  surrounded  the  EU  missions.  Muslims  marched  in 
protest,  burning  flags,  brandishing  clenched  fists  and  uttering  death 
threats.  Muslim  presidents  in  Egypt,  Pakistan  and  Afghanistan  spoke 
out  in  condemnation  of  the  cartoons.  The  Indonesian  president  and 
Malaysian  prime  minister  protested  but  asked  their  countries'  Mus- 
lims to  remain  calm.  Danish,  Norwegian  and  Austrian  embassies  were 
attacked  In  Beirut  these  attacks  may  have  been  without  government 
sanction,  but  in  Damascus  and  Tehran  they  appeared  organized  Each 
televised  outburst  triggered  a  larger  one,  in  a  crescendo  of  Muslim  rage. 

Democracy  in  Muslim  States 

Radical  Islamic  groups  in  several  countries  want  to  engineer  a  clash 
of  civilizations,  and  oil  power  has  given  them  the  means.  In  this  cli- 
mate the  U.S.  must  be  circumspect  when  urging  Arab  regimes  to 
open  up.  Islamist  parties  could  easily  win  through  the  one-man- 
one -vote  system.  But  once  they're  in  power,  free  elections  will  cease 
to  exist.  In  January  Hamas  won  74  seats  as  opposed  to  Fatah's  45 
seats  in  elections  to  the  Palestinian  legislature.  In  the  first  Iraqi  par- 
liamentary elections,  in  December  2005,  religious  Shiite  parties 
won  the  most  seats.  In  Egypt's  parliamentary  elections  that  same 
month  the  Muslim  Brotherhood  substantially  increased  its  seats. 

But  there  is  hope.  Following  9/11,  Pakistan's  President  Pervez 
Musharraf  took  a  stand  against  al  Qaeda.  Four  assassination  attempts 
since  then  have  not  intimidated  him.  Jordan's  King  Abdullah  II, 
Egypt's  President  Hosni  Mubarak  and  Algeria's  President  Abdelaziz 
Bouteflika  are  also  fighting  Muslim  extremists.  Moderate  Muslim 
leaders  in  Asia  have  stood  up  to  the  Islamists  as  well.  Malaysia's  Prime 
Minister  Abdullah  Badawi  opposes  PAS,  the  Islamist  opposition  party, 
on  all  fronts — economic,  social  and  religious.  In  January  Indone- 
sia's President  Susilo  Bambang  Yudhoyono  called  for  more  regional 
cooperation  against  terror.  He  warned  that  Southeast  Asian  mili- 
tants are  "regrouping,  adapting  and  recruiting." 

More  Muslim  leaders  like  these  will  have  to  fight  the  terrorists 
if  Muslims  don't  want  their  lives  controlled  by  Islamist  radicals.  F 


Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  Ernesto  Zedillo,  director,  Yale  Center  for 
the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing 
this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 


MARCH  13,  2006      FORBES  29 


.Wi— »..-Ag>f         M-^tf-r'f  iiij  .I  j'Mji 
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Innovate,  Yes— But  Where? 


■OVATION  IS  CYCLICAL  LIKE  ENTREPRENEURIALISM,  IT  SHIFTS 
end  out  of  popularity,  with  it  currently  being  popular  once 
lin.  Gary  Hamel  wrote  a  big  piece  in  last  month's  Harvard 
hiness  Review  on  management  innovation.  Today's  bestseller 
Ion  management  bursts  with  innovation-themed  titles.  Two 
I  read  and  recommend  are  Geoffrey  Moore's  Dealing  With 
wwin:  How  Great  Companies  Innovate  at  Every  Phase  of  Their 
blution  and  Vijay  Govindarajan  and  Chris  Trimble's 
Mules  for  Strategic  Innovators:  From  Idea  to  Execution. 
I  We  all  want  to — and  must — innovate.  This  is  especially  true  if 
I  run  large,  established  companies.  Incumbents  do  not  have  the 
|ion  of  blowing  up  their  price  structures,  as  Skype  can  blow  up 
Sg-distance  telephone  rates  or  Craigslist  can  blow  up  newspa- 
r  classified  ads.  For  most  of  us  the  challenge  is  to  protect  our 
renue  and  profit  streams  while  carving  out  the  time,  mental 
prgy  and  money  to  pursue  new  opportunities. 

Startups,  I  think,  hold  the  best  cards  when  it  comes  to  two 
les  of  innovation:  technology  and  price.  Think  of  game  chang- 
like Google,  Ebay  and,  of  course,  Skype  and  Craigslist.  My 
[orite  example  is  Cirrus  Design,  the  maker  of  small  aircraft, 
rrus  stuck  a  parachute  in  its  airplanes  so  that  if  a  pilot  gets  into 
uble  he  can  pull  a  handle  on  the  ceiling,  releasing  a  rocket- 
ppelled  parachute  out  of  the  airplane's  roof  that  will  float  the 
Ine  and  its  occupants  to  safety. 

But  incumbents  also  have  ample  areas  in  which  they  can 
novate.  Consider  these  examples: 

st  Innovation.  Any  tough-minded  CEO  can  come  in  and  cut 
$ts.  It  takes  real  innovation  to  cut  costs  and  restore  vitality.  But 
it's  exactly  what  Carlos  Ghosn  did  when  he  arrived  at  Nissan 
1999.  The  company  was  bleeding  cash,  and  Toyota  was  killing 
market  share.  Ghosn  ripped  out  the  cozy  keiretsu  of  parts 
ppliers — that  is,  he  used  his  non-Japanese  outsider  status  to 
.ughter  sacred  sushi— and  opened  bidding  to  the  world.  He 
;n  killed  models  that  inspired  little  passion  in  the  marketplace. 
i  put  Nissan's  muscle  behind  hot  design — what  he  calls  "seg- 
snt-defining"  cars.  By  doing  this  he  not  only  cut  out  complica- 
ms,  costs  and  divisions  working  at  cross-purposes  but  also 
ativated  Nissan  employees.  Everybody  knew  what  the  com- 
ny  stood  for. 

gistics  Innovation.  UPS  has  been  around  for  a  while  and  has 
sn  new  and  very  smart  competitors,  such  as  FedEx  and  Yel- 
w,  move  into  its  space.  Yet  UPS  remains  an  innovation  leader, 
its  huge  Louisville,  Ky.  distribution  center  UPS  takes  Web 
ders  for  Nike  shoes  and  ships  the  shoes  that  day.  Every  year 
PS  strives  to  make  a  greater  percentage  of  its  revenue  from 
inking  and  managing  and  a  little  less  of  it  from  driving  and 
ring.  Not  a  bad  strategy  now  that  gas  prices  are  up. 


Design  Innovation.  Apple  is  so  good  at  design  innovation  that 
you  can  be  forgiven  for  thinking  it  invented  the  MP3  player.  In 
fact,  whether  its  music  players  or  computers,  Apple  is  rarely  the 
first  entry  into  a  field.  Where  Apple  is  almost  always  first  is  in 
capturing  hearts  and  minds  through  design. 

In  different  fields,  Breitling  watches  and  BMW  cars  are  con- 
sistent design  innovators,  from  product  to  packaging. 
Line-Extension  Innovation.  Speaking  of  autos,  the  most  prof- 
itable car  company  in  the  world  is  Porsche.  Its  money  product, 
the  fabled  Porsche  911,  has  been  around  since  1964  ...  or  since 
1948,  if  you  consider  the  rear-engine  356  as  essentially  the  same 
product.  While  Porsche's  SUV  entry,  the  Cayenne,  is  a  show- 
stopper,  the  Cayenne  doesn't  define  the  company  as  the  91 1  does. 
Porsche  still  puts  nearly  all  its  eggs  in  the  91 1  basket.  But  then  it 
innovates  the  heck  out  of  that  basket. 

Data-Analysis  Innovation.  The  Boston  Red  Sox  broke  the  Curse 
of  the  Bambino  in  2004,  when  the  team  won  its  first  World  Series 
since  1918.  The  season  before,  the  Red  Sox  had  hired  the  young 
and  brainy  Theo  Epstein  as  general  manager.  Epstein  wisely  con- 
sulted with  Bill  James,  the  guru  of  baseball  statistics.  But  Epstein's 
use  of  Jamesian  stats  offended  the  Sox  old  guard.  (Lesson:  Inno- 
vation often  perturbs  the  old  guard.) 

The  showdown  came  during  the  2003  American  League 
Championship  Series,  game  seven.  On  the  mound  for  the  Red 
Sox  was  starter  and  ace  pitcher,  Pedro  Martinez,  protecting  a  5-2 
lead.  Epstein  knew  from  talking  with  James  that,  based  on  statis- 
tical analysis,  Martinez  always  blew  up  after  a  certain  number  of 
pitches.  Martinez  had  reached  that  point.  Time  to  yank  him. 
Epstein  had  previously  alerted  manager  Grady  Little.  But  Little 
felt  in  his  baseball  bones  that  Martinez  could  make  it  through  the 
inning.  He  couldn't.  Martinez  gave  up  four  straight  hits  and  three 
runs,  and  the  game  was  tied.  The  Red  Sox  lost  in  the  eleventh. 
Grady  Little  had  ignored  the  data  and  lost  the  game.  Fie  was  let 
go.  The  next  year  the  Sox  paid  closer  attention  to  the  stats  and 
won  the  World  Series. 

In  the  world  of  business  Harrah's  Entertainment  has  revived 
its  fortunes  with  a  datacentric  approach.  CEO  Gary  Loveman, 
who  likes  to  wear  Birkenstocks  and  resides  thousands  of  miles 
away  from  Las  Vegas,  is  the  nerdy  opposite  of  a  Steve  Wynn 
casino  mogul  archetype.  But  Loveman  has  used  statistical  analy- 
sis of  customers  and  games  to  make  Harrah's  one  of  the  most 
profitable  casino  and  resort  companies  in  the  industry. 

Innovation  is  just  too  cool  and  powerful  to  be  left  to  the 
young.  F 


I  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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New  at  Fed:  Less  is  Mom  I 

On  Ben  S.  Bernanke's  very  first  full  day  last  month  as 
chairman  of  the  Federal  Reserve,  publisher  McGraw-Hill 
Higher  Education  issued  a  press  release  touting  a  new 
edition  of  his  coauthored  Principles  of  Economics. 
Because  of  a  typo,  the  statement  implied  he  had  taught 
at  Stanford  for  15  years  rather  than  the  actual  6.  What 
about  the  book?  "Rather  than  covering  expansive  mate- 
rial, which  leads  to  less  retention,"  McGraw-Hill  intoned,  i 
"this  textbook  is  designed  to  help  students  absorb  and 
master  the  basics  in  one  or  two  semesters."         — W.P.B.  k 
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Oldies  But  Goodies 

jfHjM|  Disputing  previous  research,  a  study 
gl]U  coauthored  by  Wharton  finance  profes- 
sor Jeremy  J.  Siegel  says  buy-and-hold 
returns  of  the  inaugural  companies 
composing  the  S&P  500  at  its  1957 
debut  topped  results  of  the  continually 
updated  list,  with  lower  risk  to  boot 
Writing  in  the  Financial  Analysts  Jour- 
nal Siegel  and  New  York  analyst  Jeremy 
D.  Schwartz  calculate  that,  after  taking 
into  account  later  spinoffs  and  other 
corporate  changes,  the  original  group 
had  a  compound  average  return 
Time-tested:  Siegel.  through  2003  of  11.4%  a  year,  against 
10.9%  for  the  official  S&P.  Suggested  reason  for  the  gap:  Investors 
irrationally  bid  up  newcomers  while  ignoring  the  relatively  low  prices 
of  the  elders.  Seeking  "leading  companies  in  leading  industries,"  an 
S&P  committee  each  year  subs  an  average  20  firms,  leaving,  over 
time,  only  94  of  the  originals.  —  William  P.  Barrett 

How  the  West  Was  Yuan 

An  estimated  4,000  Chinese  officials  accused  of  assorted  eco- 
nomic crimes  have  fled  abroad,  taking  along  the  equivalent  of 
upwards  of  $50  billion,  says  Xinhua  News  Agency,  an  official 
propaganda  organ  of  the  Chinese  government.  The  U.S.  seems  to 
have  been  a  preferred  destination  for  those  seeking  to  escape  the 
punishment  of— in  Xinhua's  own  words — "a  bullet  in  the  back  of 
the  neck."  But  lately  U.S.  authorities  have  begun  prosecuting  sus- 
pects and  even  extraditing  them  to  China  for  trial  after  receiving 
official  promises  there  of  no-death-penalty  punishment.  Regard- 
ing all  those  missing  yuan — something  above  $1.25  million-plus 
per  missing  head — Xinhua  says  ruefully,  "Few  ...  have  been 
recovered."  — W.P.B. 

Blues  Causing  Blues 

Isaac  Tigrett,  who  founded  the  touristy  Hard  Rock  Cafe  and 
House  of  Blues  restaurant  chains,  is  appealing  a  Memphis  fed- 


eral court  ruling  that  he  can't  deduct  the  $5  million  he  paic 
cover  losses  caused  when  the  bombing  at  the  1996  Atla 
Summer  Olympics  closed  a  Blues  restaurant  there  for  fc 
days.  Then  chairman  and  11%  owner  of  parent  H 
Entertainment,  Tigrett  had  promised  his  skeptical  board  ti 
he  would  guarantee  against  any  losses  from  the  tempor 
outlet.  Also  pledging:  fellow  board  member  and  actor  D 
Ackroyd,  who's  not  in  this  case.  But  the  court  held  that  sir 
the  undertaking  was  voluntary  and  Tigrett  didn't  stand 
profit  personally,  the  payment  didn't  qualify  as  a  deducti 
bad  debt  or  business  loss.  — Janet  Novc 

Makes  FEMA  Look  Swift 

When  publicly  traded  Marketing  Educational  Corp.  of  Midlau 
Tex.  made  its  most  recent  quarterly  fding  with  the  Securities 
Exchange  Commission,  the  country's  president  was  Geor 
Bush— the  first  one.  Bill  Clinton  was  in  his  inaugural  term  wh 
Maritek  Corp.  of  Burlingame,  Calif,  last  filed  in  1994.  But  desp 
federal  rules  requiring  timely  statements,  shares  of  both  comp 
nies  were  quoted  for  another  decade,  through  mid-2005.  Ls 
month  the  SEC  finally  revoked  their  registrations,  along  wii 
those  of  23  other  laggards  merely  three  to  six  years  late.  So  ma: 
firms  are  remiss  that  the  agency  has  created  a  Delinquent  Filini 
Program  to  deal  with  them.  "Another  indication  of  our  comm 
ment  to  proactive  enforcement  of  the  federal  securities  laws,"  ; 
SEC  official  puffs  in  a  press  release.  — W.P\ 


Disaster  Assistance  on  the  Internet 


Military  meal-ready-to-eat  (MRE)  rations  distributed  free  after  last  year's  hurricane  disasters  were  clearly 
labeled  "commercial  resale  is  unlawful."  But  MREs  still  popped  up  within  two  months  on  Ebay.    —  Matthew  Swibel 


|  SELLER'S  STATUS  |  LOCATION 

GOVERNMENT  INVESTIGATION  FOUND  THAT  SELLER  ... 

/  Ves 

AIR  FORCE  MEMBER  |  Alamogordo,  N.M. 

admitted  peddling  cases  of  MREs  entrusted  to  him  for  storage  ^ 

1  AIR  FORCE  RETIREE  |  Pensacola,  Fla. 

said  he  purchased  inventory  at  yard  sales  but  would  not  state  where  ;i 

SSJ? 

BUSINESSMAN  |  Barstow,  Calif. 

said  his  suppliers  were  scout  and  camp  groups  he  wouldn't  name  - 

HURRICANE  RELIEF  OFFICIAL  j  Murfreesboro,  Tenn. 

said  he  bought  rations  at  Kentucky  flea  market  but  couldn't  recall  where 

KATRINA  VICTIM  j  Kenner,  La. 

was  jobless  and  sold  MREs  to  make  ends  meet 

MARINE  CORPS  MEMBER  |  Albany,  Ga. 

retrieved  discarded  meals  from  dumpster 

NATIONAL  GUARD  SERGEANT  [  Woodstock,  Ga.        claimed  to  have  permission  for  own  use  but  refused  to  say  from  whom 


Source:  Government  Accountability  Office  report. 
■iisstaaammmmmmmmmKiti  •  •.  saw 
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on  My  Mina 


By  Veronique  de  Rugy,  an  economist  and  research  scholar  at  the  American  Enterprise  institute 


Small-Firm  Idolatry 

Stop  babying  small  businesses.  It's  bad  policy  and  expensive  for  taxpayers. 


NEXT  TO  THE  FAMILY  FARM  THERE  IS 
no  economic  agent  more  worshipped 
by  politicians  of  all  stripes  than  the 
small  business.  Small  businesses,  we  are 
told,  are  the  fountainhead  of  job  cre- 
ation and  the  engine  of  economic 
growth,  responsible  for  two-thirds  of  all 
new  jobs  created  in  the  U.S. 

Because  everybody  loves  small 
businesses,  everyone  wants  to  do  some- 
thing for  them,  whether  it's  targeted  tax 
credits,  special  regulatory  treatment  or 
preferential  access  to  government  con- 
tracts. Thus  it  is  that  we  have  an  agency 
specifically  designed  to  address  their 
needs,  the  Small  Business  Administra- 
tion. The  Presidents  latest  budget  pro- 
poses to  shower  a  budget  of  $605  mil- 
lion on  the  SBA,  which  includes  money 
for  counseling  and  training  targeted  at 
a  myriad  of  subgroups,  such  as  women, 
Native  Americans,  veterans  and  Span- 
ish speakers.  In  addition  the  SBA  has 
arranged  for  $28  billion  in  bank  loans 
to  small  companies,  guaranteeing 
repayment  of  up  to  85%  if  the  borrower 
defaults.  These  are  not  loans  that  the 
banks  would  have  made  on  their  own. 
Congress  appropriates  no  money  for 
this  program.  Instead,  small  businesses 

are  charged  fees,  but  if  the  economy  tanks  and  the  default  rate 
shoots  up,  taxpayers  are  on  the  hook  for  the  balance. 

The  economic  logic  behind  all  this  political  posturing  is  not 
exactly  solid.  For  one  thing,  the  governments  definition  of  small 
business  spans  such  a  broad  spectrum  as  to  render  the  category 
almost  meaningless.  In  the  industrial  chemical  industry,  for 
instance,  the  SBA  considers  a  business  with  as  many  as  1,000  work- 
ers to  be  small  because  it  is  small  relative  to  the  competition. 

Now  here's  a  surprise:  Even  within  this  incredibly  broad 
swath  the  percentage  of  people  who  work  at  "small"  companies 
has,  at  50%,  remained  roughly  constant  over  the  last  decade.  If 
small  businesses  are  creating  so  many  new  jobs,  why  hasn't  this 
percentage  increased!"  Indeed,  the  ubiquitous  statistic  that  small 
businesses  create  70%  of  all  net  new  jobs  is  misleading.  A  table 


The  government's 
definition  of  small 
business  renders 
the  term  almost 
 meaningless,  


published  by  the  SBA  shows  that  small  businesses  sometimes  ere-     erty  rights.  Size  doesn't  matter. 


ate  100%— or  more — of  new  jobs.  Th 
right,  they  create  enough  jobs  to  m 
than  make  up  for  the  losses  at  big  co 
panies.  But  wait  a  minute — are  such  s 
tistics  doing  anything  more  than  chrc 
icling  the  normal  waxing  and  waning 
employers  in  a  dynamic  economy? 
"small"  chemical  company  grows  frd 
900  to  1,000  workers.  Then,  classified 
"large,"  it  suffers  a  reversal  of  fortui 
and  shrinks  back  to  900.  Same  compa 
all  along.  Why  are  we  subsidizing  it? 

In  our  new  entrepreneurial  econor 
it  is  not  small  businesses  per  se  that  z 
important  but  flexible,  innovative  rid 
takers.  Job  growth  comes  not  from  pel 
pie  dreaming  of  being  small  busine 
owners  but  from  people  committed 
growing.  A  seminal  study  on  entrep 
neurship  by  former  MIT  research 
David  L.  Birch  explains  that  small-fir 
job  creation  occurs  within  a  relative 
few  firms,  which  he  calls  gazelles.  The 
are  high-growth  entrepreneurial  comp 
nies  that  begin  small  and  quickly  gro 
like  Apple,  Google  and  FedEx. 

This  subset  of  small  firms,  not  sma 
firms  in  general,  is  the  economy's  jc 
creator  and  innovator.  It  would  mall 
the  most  sense  for  government  policii 
to  target  gazelles.  Unfortunately,  no  one  can  identify  a  gazel. 
before  it  takes  off. 

Besides,  special  treatment  for  small  businesses  has  pervers 
side  effects.  Many  firms  lose  targeted  benefits  when  thei 
employment,  assets  or  receipts  surpass  a  certain  threshold.  Fc 
instance,  firms  with  fewer  than  50  employees  avoid  mandator 
family  and  medical  leave;  those  with  fewer  than  10  are  mostl 
exempt  from  occupational-safety  paperwork.  This  is  an  incentiv 
to  not  grow  past  the  threshold. 

It's  time  to  abolish  the  SBA  and  get  rid  of  subsidies  aimed  a 
small  business.  Policymakers  should  instead  establish  a  tax  ant 
policy  environment  that  encourages  all  firms  with  strong  growtl 
potential  to  realize  that  potential.  This  means  low  tax  rates,  lov 
levels  of  regulation  and  a  stable  legal  structure  that  protects  prop 
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Any  MFP  can  print  colorful  growth  charts. 
How  many  can  actually  help  you  achieve  them? 


INTRODUCING  THE  SHARP  MX-SERIES.  Thanks  to  the  revolutionary 
Open  Systems  Architecture,  these  multifunction  products  seamlessly  integrate  with  your 
network  to  keep  up  with  your  growing  business.  They  also  deliver  outstanding  color  and 
enhanced  productivity.  No  wonder  Sharp  MFPs  won  the  BLI  award  for  "IT  Friendliness." 
To  start  your  own  renaissance  of  color,  visit  sharpusa.com/documents 
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A  Rebound  For 
Jordan 

1 1 


He  scores:  EDS 
Chief  Michael 
Jordan. 


When  we  profiled  Electronic  Data  Systems 
Chief  Michael  Jordan,  takeover  rumors 
were  swirling  around  the  struggling  tech 
giant.  Profits  were  feeble,  the  stock  price 
was  lagging,  and  EDS  needed  to  drum  up 
more  business.  Despite  long  odds,  Jordan 
is  turning  the  Piano,  Tex.  behemoth 
around.  As  promised,  he  has  cut  10,000 
workers  since  our  story,  and  plans  to  cut  an 
additional  7,000  or  more  by  years  end.  He's 
also  retrained  an  impressive  50,000  work- 
ers—more than  double  the  20,000  he'd 
planned— on  a  new  slate  of  hardware  and 
software.  The  company  signed  deals  worth 
$20.5  billion  in  2005,  up  43%  from  2004. 
And  in  February  EDS  announced  it  was 
holding  on  to  a  surprisingly  big  chunk  of 
its  work  that  General  Motors,  its  former 
parent,  had  put  out  to  bid. 

Jordan  still  needs  to  pump  up  rev- 
enues—down slightly  from  2004— but 
investors  are  reacting  well,  recently  push- 
ing shares  to  a  three-year  high  of  $27. 

—Jonathan  Fahey 


Crude  Predictions 

In  late  2004,  with  oil  at  $50  per  barrel,  I 
wrote  a  contrarian  column,  taking  issue 
with  oil-price  doomsters.  Once  the  gov- 
ernment had  finished  filling  the  Strategic 
Petroleum  Reserve  in  May  2005,  I  wrote, 
the  per-barrel  price  of  oil  could  drop  by 
$10.  My  prediction  was  premature.  The 
government's  stockpile  topped  off  this 
past  August,  but  crude  prices  are  now  $10 
a  barrel  higher  than  when  my  column 
appeared. 

What  happened?  Hurricanes  Katrina 
and  Rita  disrupted  production  and  added 
a  risk  premium  to  the  price  of  oil.  Events 
in  the  Middle  East  haven't  helped.  That 
said,  private  inventories  have  increased 
by  11%  since  I  wrote  that  column.  The 
price  of  oil  for  future  delivery  now 
exceeds  the  spot  price.  This  price  struc- 
ture implies  that  inventories  are  abun- 
dant. Barring  further  unpredictable 
events,  it  looks  like  we  will  finally  see  that 
$10  oil  price  drop. 

— Steve  H.  Hanke 
AUGUST  16,  2004 

Chrysler's  Paint  Job 

Chrysler's  innovative  bid  to  close  the  pro- 
ductivity gap  with  its  Japanese  rivals 
has  run  into  trouble.  The  U.S.  unit  of 
DaimlerChrysler  hoped  its  Jeep  Wrangler 
factory  in  Toledo,  Ohio  would  represent  a 
new  business  model  for  the  troubled  U.S. 
auto  industry. 

Chrysler's  idea:  Offload  one-third  of 
the  $900  million  capital  investment,  and 
one-quarter  of  its  4,000  Jeep  workers,  to 
three  suppliers.  But  one  of  the  partners, 
paint  supplier  Haden,  has  hit  some 
bumps  in  the  road. 

In  February  Haden  abruptly  sent 
some  50  workers  home  when  it  couldn't 
meet  payroll.  Chrysler  anted  up  more 
than  $1  million  to  get  the  workers  back 
on  the  job.  Despite  the  setback,  Chrysler 
says  the  project  is  still  on  track.  Haden, 
which  has  invested  $100  million  in  the 
paint  operation,  didn't  return  calls 
requesting  comment. 

— Joann  Midler 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  | 
JANUARY  22, 1921 

Ford  Hits  Roadblock  For  the1 

first  time  in  his  career,  Henry  Ford  is 
finding  it  impossible  to  sell  his  cars  a 
fast  as  he  could  make  them,  and  is 
undergoing  a  mild  dose  of  the  acutei 
depression  which  has  overtaken 
innumerable  business  concerns.  It  is 
earnestly  to  be  hoped  that  this 
sobering  experience  will  cause  Ford 
to  tone  down  his  notions  about  the 
superhuman  powers  of  himself  and  I 
only  son. 


30  YEARS  AGO  IN  FORBES  | 
OCTOBER  1, 1976 

Bullish  on  Mutual  Funds 

Merrill  Lynch  is  planning  another  big 
plunge  into  the  beleaguered  mutual 
fund  business.  Already  the  giant  brok< 
age  house  is  one  of  the  largest  retaile 
of  other  organizations'  funds.  It  is  also 
the  biggest  underwriter  by  far  of  mun 
cipal  and  corporate  bond  trust  funds.  I 
has  peddled  $1.1  billion  worth  of  thes 
trusts  so  far  in  1976.  While  most  fund 
organizations  are  waning,  ML  is  waxim 
Last  year  the  company  collected  over 
$37  million  in  commissions  on  sales  of 
unit  trust  funds  alone. 

Merrill  Lynch  is  exiting  fund 
management  through  its  $9.8 
billion  deal  for  a  stake  in  BlackRock. 

15  YEARS  AGO  IN  FORBES  | 
SEPTEMBER  16,1991 

Plowing  Washington  For 

Profits  It  is  debatable  whether 
ethanol  really  does  reduce  air  pollu- 
tion. And.  without  the  tax  break, 
ethanol  costs  30%  more  to  make  thar 
the  rival  additive — called  MTBE — made 
from  fossil  fuel,  and  today  favored 
by  the  oil  companies.  So  why  does 
Congress  continue  the  tax  breaks? 
Because  Archer  Daniels  Midland  Chief 
Executive  Dwayne  Andreas  knows  hov 
to  play  politics,  rallying  forces  with  th( 
farmers  and  environmental  lobby.  The 
tax  credits,  recently  extended  to  the 
year  2000  by  Congress,  make  ethanol 
about  30%  cheaper. 

President  Bush  has  pledged  to  increase 
funding  for  ethanol  production 
research. 


36      FORBES       MARCr : 


www.shangri-la.com 


Outfront  

1  V;'  '  / 

■ 

m  1 

DRUG  INDUSTRY 

Storm  Wa 

This  isn't  any  passing  slump  in  the  pharri 
drain  at  big  drug  companies  could  be  wi 
By  Robert  Langreth  and  Matthew  Herpe 
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irnings 

na  sector.  The  revenue 
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|HB|  ASSIVE  LAYOFFS 

A  I  are  usually  associ- 

IVB  |  ated  with  decaying 

I  ■  V  I        sectors  like  Detroil 

■H  |  or  perennially  trou- 
bled industries  like 
I  airlines.  But  some 
iiie  bigger  job  cuts  these  days  are  coming 
Mm  the  high-tech  world  of  pharmaceuticals. 
■<|ug  companies  have  announced  70,000  job 
ms  in  the  last  three  years — 17%  of  the  work- 
ujlce  and  more  than  in  the  entire  previous 
;  |cade,  according  to  consulting  firm  Chal- 
jlger,  Gray  &  Christmas.  Six  out  of  the  top 

#  bestselling  drugs  have  stagnant  or  declin- 
m  sales.  That  has  hit  behemoths  like  John- 
Si  &  Johnson,  Pfizer  and  Bristol-Myers 

!  jfuibb,  which  all  reported  declining  sales  at 

#  end  of  last  year.  Yes,  the  drug  business 
ajjnains  very  profitable,  but  it's  not  what  it 

f.d  to  be.  In  the  last  five  years  Pfizer,  Merck, 
ijistol-Myers  Squibb  and  Schering-Plough 
Jive  lost  a  combined  $394  billion  in  market 
Hue,  a  decline  of  54%. 
||  The  really  bad  news:  This  slump  is  not 
iilely  to  end  anytime  soon.  The  industry  is 
juggling  with  an  onslaught  of  generics  and 
I  inability  of  its  research  labs  to  replace  aging 
|  lugs  like  Lipitor  and  Prevacid  with  equiv- 
Bnt  blockbusters.  But  a  bigger  shift  is  tak- 
;g  place  as  well.  While  the  industry  has  tra- 
! :  ionally  emphasized  mass-market  drugs,  the 
i  It  growth  area  is  expensive  treatments  for 
i  i  icer  and  rare  diseases — and  that  plays  into 
|E  historic  strength  of  biotech  companies. 
I  Niko  Canner,  cofounder  of  consultant 
Jltzenbach  Partners  in  New  York,  sees  the 
I  jery  beginnings  of  a  change  in  the  balance 
5  I  power"— away  from  the  large  East  Coast 
s  knpan ies  toward  innovative  biotechs.  "The 
[  listing  dominant  business  model  in  large 
i  jiarma  is  being  called  into  question,"  he  says. 

The  changes  could  fuel  upheaval  in  the 
I  xt  decade,  perhaps  provoking  another 
:  |Und  of  pharma  consolidation  and  new  in- 
itstry  leaders  as  biotech  companies  like 
■  ngen  and  Genentech  stand  to  gain  ground 
-  he  chart).  European  drug  companies  that 
(Vested  in  smart  research  could  move  to  the 


fore.  Look  for  drugmakers  to  move  to  get  into 
the  booming  medical  device  business. 

An  unprecedented  flood  of  generics  is  the 
immediate  problem.  This  year  household 
names  like  Zocor,  Pravachol,  Zoloft  and  Am- 
bien  face  generic  competition  for  the  first 
time.  Next  year  it  is  the  turn  of  Pfizer  s  blood 
pressure  drug,  Norvasc,  and  allergy  pill 
Zyrtec,  also  from  Pfizer.  The  patent-loss 
frenzy  culminates  in  2011,  when  world 
bestseller  Lipitor  goes  kaput.  By  that  year 
"everything  [drug  companies]  sell  today 
will  be  gone,"  says  Deutsche  Bank  analyst  Bar- 


Gaining  Groun 

Merck  used  to  be  America's  bi 
drug  company  by  sales.  But  analysts' 
projections  have  Amgen  and 
Genentech  catching  up. 


bara  Ryan.  Benefits  manager  Express  Scripts 
predicts  that  75%  of  all  prescriptions  could 
be  generic  by  that  time,  up  from  56%  today. 
"We  are  at  the  beginning  of  a  golden  era  of 
generics,"  says  Steven  Miller,  vice  president 
for  research  at  Express  Scripts. 

Pharmaceutical  firms  have  always  had 
to  deal  with  patent  expirations.  What's  new 
is  that  generic-drug  firms  are  moving  more 
quickly  to  challenge  patents  in  court,  and  in- 
surers and  employers  are  striving  to  switch 
over  patients  immediately.  For  three  big 
drugs  that  lost  patent  protection  in  the  last 
year,  87%  of  prescriptions  were  switched 
over  to  generics  within  one  month,  says 
Medco  Health  Solutions. 

All  this  wouldn't  matter  if  the  industry 
were  coming  up  with  oodles  of  new  drugs. 


But  only  20  new  drugs  reached  the  market 
last  year,  down  from  a  peak  of  53  in  1996. 
Many  recently  approved  medicines  have  been 
disappointments:  Eli  Lilly's  attention-deficit 
drug  Strattera,  introduced  in  2003,  is  already 
on  the  downswing  and  has  been  linked  to 
liver  toxicity.  The  woeful  output  comes  even 
as  big  pharma  spends  $50  billion  annually 
on  R&D,  more  than  twice  as  much  as  all  of 
biotech,  says  Ernst  &  Young. 

"You  have  success  rates  that  haven't  im- 
proved in  30  years,"  says  Amgen  research 
head  Roger  Perlmutter,  who  was  recruited 
from  Merck  in  2001. 

Heart  disease,  for  example,  has  tradition- 
ally been  big  pharma's  biggest  market.  But 
there  are  few  compounds  to  replace  the  vast 
array  of  hypertension  and  cholesterol  pills 
soon  to  be  available  in  generic  form.  The 
American  Heart  Association  annual  meet- 
ing is  normally  a  showcase  for  new  drug  tri- 
als. Last  year  only  one  out  of  ten  major  drug 
trials  presented  was  clearly  successful.  "There 
is  no  more  low-hanging  fruit,"  says  Cleveland 
Clinic  cardiologist  Steven  Nissen. 

In  the  1990s  big  pharmaceutical  firms 
spent  large  sums  on  newfangled  genomic 
databases  and  other  exotic  technologies  that 
didn't  produce  much.  GlaxoSmithkline's 
predecessor,  for  example,  coughed  up  $125 
million  in  1993  to  gain  privileged  access  to 
the  Human  Genome  Sciences  gene  database; 
no  approved  drugs  have  yet  come  out  of  the 
deal.  Japanese  drug  firms,  by  contrast,  stuck 
with  old-school  chemistry,  tweaking  and  ex- 
perimentation, and  have  done  better. 

Big  pharma's  infatuation  with  mass- 
market  drugs  meant  some  companies  were 
slow  to  pick  up  on  the  market  for  high-price 
medicines  narrowly  targeted  to  particular 
cancers  and  some  uncommon  ailments. 
"There  may  have  been  a  bit  of  overempha- 
sis on  mass-market  blockbusters,"  acknowl- 
edges Schering-Plough  Chief  Executive  Fred 
Hassan.  "Some  companies  used  to  turn  [up] 
their  noses  at  half-billion-dollar  drugs." 

Realizing  their  mistake,  drug  companies 
have  rushed  into  cancer  and  other  specially 
markets  over  the  past  few  years.  But  now  diey 
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COMBO  PILLS 


More  consolidation  could  help  reduce  the  drug  industry's  bloated  cost  structure. 
Here  are  some  deals  that  make  sense  to  Deutsche -Bank. 

►  MERCK  +  SCHERING-PLOUGH  =  MERCK 

Combo  would  put  heart  drug  Vytorin  under  one  roof,  improve  margins. 

►  GLAXOSMiTHKLINE  +  BRISTOL-MYERS  SQUIBB  =  GLAXOBRISTOLMYERS 

Marriage  would  create  an  antiviral  juggernaut  with  expertise  in  specialty  drugs. 

►  NOVARTIS  +  WYETH  =  NOVARTIS 

Swiss  takeover  would  cement  Novartis'  U.S.  position. 

►  GLAXOSMITHKLINE  +  ASTRAZENECA  =  GLAXOZENECA. 

Anglo  pharma  champ  would  compete  with  French  colossus  Sanofi-Aventis. 

Source:  Barbara  Ryan,  Deutsche  Bank. 


have  to  play  catch-up  with  biotech  firms  such 
as  Genentech,  which  has  four  targeted  can- 
cer drugs  already  on  the  market.  Genentechs 
colon  cancer  drug  Avastin  is  predicted  to 
reach  nearly  $6.2  billion  in  2009  sales,  as  it  is 


used  in  some  breast  and  lung  cancers,  accord- 
ing to  Credit  Suisse.  Pfizers  similar  Sutent 
drug,  approved  in  January  for  less-common 
kidney  and  stomach-lining  rumors,  is  fore- 
cast to  hit  only  $570  million  in  2009  sales. 


Many  drug  companies  say  that  thing;  - 
turn  around  as  new  compounds  like  Sl) 
deliver  pleasant  surprises.  "People  are 
sponsibly  bad-mouthing  big  pharma," 
John  LaMattina,  head  of  R&D  at  Pf 
"There  are  definitely  opportunities  that « 
blockbuster  potential." 

New  drugs  to  boost  good  cholesl 
(high  density  lipoprotein),  in  testing  at  PI  ; : 
and  elsewhere,  look  promising.  Merck  v 
better  earnings  in  2007,  and  Scherj 
Plough  says  its  turnaround  is  well  under 
Bristol-Myers  Squibb  has  focused  incr< 
ingly  on  the  kind  of  specialty  drugs  that 
the  hallmark  of  biotech.  It  has  brough 
managers  from  abroad  accustomed  to  d< 
ing  with  stringent  cost  controls  and  pre 
ises  renewed  growth  next  year.  "We're 
throwing  in  the  towel  on  the  industry  just  ] 
says  Anthony  Hooper,  Bristol's  presiden  e 
U.S.  pharmaceuticals. 


STOCK  PICKING 

Get  Shorty 

The  American  consumer  may  indeed 
collapse,  taking  the  economy  with  him. 
Just  don't  bet  on  it  |  By  Bernard  Condon 

SHORT-SELLERS  HAVE  LONG  HAD  TRACTOR  SUPPLY  CO.  EN  THEIR 
crosshairs,  convinced  shares  of  the  farm  supplies  retailer  would 
fall  hard  when  consumer  spending  slowed.  But  last  month  the 
$2  billion  (sales)  chain  served  up  a  surprise:  Same-store  sales  in  the 
fourth  quarter  rose  10%,  double  estimates.  The  stock  jumped  20%  in 
an  hour. 

American  consumers  have  embarrassed  bearish  economists  who 
predicted  that  higher  interest  rates,  spiking  energy  prices  and  slower 
home  sales  would  produce  a  sharp  slowdown  in  spending.  Witness 
January's  report  of  a  2.3%  gain  in  retail  sales  over  a  month  earlier.  Short- 
sellers  have  suffered  more  than  embarrassment  Lately  they've  been  buy- 
ing back  retailers'  shares  at  higher  prices  than  they  shorted  them  at. 

"The  pastime  of  America  is  shopping,"  declares  Ivan  Feinseth  of 
research  boutique  Matrix.  "The  consumer  will  never  be  spent." 

One  stock  Feinseth  likes  is  Deckers  Outdoor,  maker  of  the  faddish 
Ugg  boots.  As  of  October  shorts  had  borrowed  shares  equivalent  to 
19%  of  Deckers'  daily  trading  volume.  The  shoe  and  apparel  maker  is 
vulnerable,  they  declared,  because  40%  of  its  sales  come  from  Uggs. 
But  the  boots  have  continued  to  sell  briskly  and  even  received  praise 
from  Oprah  recently  on  TV.  Short-sellers  scrambled  to  repurchase  shares 
in  a  classic  short  squeeze— in  which  lenders  demanded  shares  be  re- 
turned—and that  sent  the  stock  higher.  The  short  interest  ratio  has 
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f  opped  in  half,  according  to  Bloomberg. 
' );  le  stock  has  risen  17%  in  the  new  year. 
Other  painful  surprises:  beleaguered 
>okseller  Borders,  auctioneer  Escala 
id  CBRL  Group,  which  runs  Cracker 
irrel  restaurants.  All  berated  by  bears  for 
Dubling  numbers  or  bad  management 
both — and  all  up  30%  or  more  from 
*  .eir  lows  this  fall  (see  box,  p.  40). 

'  "The  world  has  been  turned  upside 
to  'awn,"  laments  a  veteran  investor  at  a 
' - 1 100  million  hedge  fund.  "The  Julian 
K  'obertson  technique — go  long  the 
■'"  i  )od  and  short  the  bad— doesn't  work 
4  [lymore." 

'f  It's  not  only  consumers  who  have 
■  [inged  up  on  shorts.  Those  who  survive 
:  i  squeeze  often  end  up  hurt  by  buyout 
4iops  flush  with  money  now  and  seem- 
j  igly  willing  to  buy  any  troubled  com- 
pany. Linens  'n  Things  had  a  short  inter- 
jj»t  ratio  as  high  as  9%  before  Apollo 
Jjjlanagement  announced  plans  in 
Itovember  to  buy  it  for  $28  a  share,  a  6% 
llremium.  Maytag,  Toys  "R"  Us,  Fairmont 
Motels  &  Resorts — all  struggling,  all 
lliort-selling  targets  and  all  taken  private 
wi  the  past  year  at  premiums  of  15%  or 
jiore.  The  granddaddy  of  short  defeats: 
ftJbertsons,  a  market-share  loser  to  Wal- 
Mart.  At  their  peak  bearishness  shorts  had 
Jorrowed  20%  of  daily  trading  volume, 
fhen  in  January  a  group  including  Cer- 
ilerus  Capital  said  it  would  buy  the  com- 
pany for  $26.29  a  share,  a  27%  premium. 

"A  surefire  short,"  says  analyst  Gary 
If  ineberg.  "It  was  big  and  it  was  ugly  and 
11  wasn't  executing  well  and  it  was  union- 
ted — and  you  couldn't  make  any  money 
Ihorting  it.  Everyone  was  whipsawed." 

What  happens  next?  Perhaps  stock 
market  laggards  like  Home  Depot  and 
|lBed  Bath  &  Beyond — big,  stable  retailers 
frith  good  fundamentals — represent  the 
■rue,  bleak  future  of  consumer- sensitive 
iftompanies.  Surely  it  can't  be  stocks  like 
Kbercrombie  &  Fitch,  the  retailer  of 
»180  ripped  jeans  whose  shares  have 
lumped  50%  since  September.  "The  jeans 
thing  reminds  me  of  the  last  days  of 
i|R.ome,"  says  one  frustrated  hedgie.  "The 
consumer  is  near  the  end  of  his  rope." 

Probably  so.  But  do  you  want  to 
bet  on  it?  F 


Nothing  to  Sneeze  At 


Can  a  second-grade  teacher  make  a 
good  pharmacologist?  Victoria 
Knight-McDowell  certainly  hopes  so. 
Annoyed  at  the  constant  sniffles  she 
was  catching  from  her  students,  the 
Carmel,  Calif,  ex-teacher,  now  47, 
began  fiddling  at  home  with  herbs 
and  vitamins  used  in  Chinese  and 


No  proof,  but  it  sells:  Airborne's  Victoria  Knight-McDowell 


holistic  medicine,  hoping  to  find  a 
silver  bullet.  That  was  some  ten  years 
ago.  Today,  propelled  by  venture  cap- 
ital and  a  $10  million  ad  campaign 
featuring  a  guy  in  a  purple  "germ 
suit,"  Knight-McDowells  kitchen- 
concocted  Airborne  (ten  tablets  for 
$7)  has  become  a  cough-and-cold- 
shelf  phenom.  Airborne's  revenues 
this  year  will  top  $120  million,  in 
some  markets  even  outselling  any 
Sudafed  or  Tylenol  Cold  tablet.  Air- 
borne's chief  executive,  Elise  Don- 


ahue, a  former  Procter  &  Gamble 
marketer,  claims  96%  of  regular  users 
and  63%  of  first-time  users  recom- 
mend Airborne  to  their  friends. 
"This  is  consumer  loyalty  like  noth- 
ing I've  ever  seen  before,"  she  says. 

But  is  Airborne  anything  more 
than  just  a  cleverly  marketed 

("Created  by  a  School 
Teacher!")  placebo? 
Hard  to  tell.  None  of 
its  ingredients, 
including  echinacea 
and  vitamins  A  and 
C,  has  been  scientifi- 
cally proven  to  pre- 
vent colds.  Moreover, 
according  to  the 
National  Academy  of 
Sciences,  Airborne, 
taken  as  directed, 
contains  large  and 
potentially  dangerous 
levels  of  vitamins  A 
JfL  "      and  C:  Three  tablets  a 
day,  for  instance,  has 
15,000  units  of  vita- 
min A,  enough  to 
cause  possible  liver 
disease  and  dizziness 
and  blurred  vision. 
The  directions  on  the  package, 
which  used  to  say  take  one  tablet 
"every  three  hours,"  were  recently 
changed  to  add  "up  to  three  times 
per  day  as  necessary." 

Donahue  says  there's  no  need  for 
any  scientific  research  that  would 
establish  whether  her  product  has 
any  real  effect  on  health:  "We  have 
letters  from  over  40,000  consumers  a 
year  saying  they  swear  by  it." 
Hey,  whatever  works. 

— Dana  Wechsler  Linden 
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to  Not  Thank  ... 


Who  will  thank  whom  for  what  at  the  Academy  Awards  on 
Mar.  5?  How  long  will  the  speeches  be?  To  get  an  idea,  we 
analyzed  all  42  speeches  given  by  Best  Actor,  Best  Actress  and  Best 
Director  since  1992  and  came  up  with  these  interesting  factoids. 


No  actor  ever  thanked  his  lawyer,  but  three 
actresses  thanked  theirs. 

*  God  was  invoked  25  times  but  thanked 
only  once — by  Mel  Gibson. 

Thirty-eight  people  were  "proud,"  "grateful," 
"honored"  or  "happy."  Twelve  said  they  felt  "wonder- 
ful." Only  Russell  Crowe  found  the  award  "surprising." 

U*  Kevin  Spacey  declared  himself  "speechless" 
but  only  near  the  end  of  a  261 -word  speech  in 
which  he  thanked  nearly  everyone,  including  his 
mother,  his  girlfriend  and  all  of  his  friends. 

Longest  speech:  Halle  Berry's  tearful 
528-word  2001  crab-walk  through  the  names 
of  21  benefactors. 


Shortest  speech:  Steven  Soderbergh's 
2000  (130  words.). 

ir  Most  frequently  used  words:  thank  (252  times 
who  (98);  I'm  (55);  love  (41);  film  (31). 

!.  Actresses  thanked  mom  5  times  (men:  1)  produ' 
ers  14  times  (men:  5)  and  studios  or  individuals  i 
studios — presumably  including  casting  directors- 
1 1  times  (men:  5). 

Words  used  only  once  included  Auschwit; 
geriatrics,  imbecile,  nut,  panic,  uxoriousness,  WMD. 

*  Only  18  winners  thanked  the  Academy. 

— Leah  Hoffman. 


INVESTMENT 


Sudan  Selloff 

Most  divestment  activism  goes  nowhere.  Response 
to  the  genocide  in  Darfur  is  another  story. 

By  David  Whelan 


PETER  KINDER'S  BOSTON  CONSULT- 
ing  firm,  KLD,  sells  investing 
screens  that  let  do-gooders  avoid 
stocks  in  companies  that  provide  abor- 
tions, experiment  on  animals  or  discrim- 
inate against  minorities,  among  other 
vice  categories.  His  hot  screen  these  days: 
a  list  of  130  publicly  traded  companies 
that  have  ties  to  Sudan  (among  them, 
PepsiCo  and  Procter  &  Gamble).  He's 
signed  100  new  clients  in  three  months, 
on  top  of  280  old  ones. 

A  Kinder  competitor,  Institutional 
Shareholder  Services,  has  167  companies 
on  its  screen,  including  1 1  from  the  S&P 
500  (see  box,  p.  44).  The  number  of  buy- 
ers has  jumped  to  63  from  28  a  year  ago, 
says  ISS'  Mark  Tulay.  "Public  funds  are 
viewing  Sudan  as  the  next  South  Africa," 
he  says. 


Since  2003  marauding  Arab  militias 
have  slaughtered  an  estimated  400,000 
people  and  displaced  2  million  more 


from  their  homes  in  the  Darfur  region 
Now  divestment  movements  on  cam 
puses  and  in  state  legislatures  are  gather 
ing  a  momentum  not  seen  since  Soutl 
African  apartheid  of  the  1980s.  Under 
1997  executive  order  U.S.  companies  anc 
citizens  can't  do  business  in  Sudan,  bu 
loopholes  allow  a  foreign  subsidiary  o; 
distributor  to  operate. 

The  University  of  California  Regent: 
voted  in  January  to  consider  divesting  its 
$64  billion  pension  and  endowmeni 
fund  after  students  staged  rallies.  Also  ir 
January  Illinois  implemented  a  law  forc- 
ing all  the  money  managers  working  for 
the  state's  15  biggest  pension  funds,  with 
$119  billion  under  management,  to  start 
selling  stock  using  a  Sudan  screen. 
Already  $8  billion  in  Illinois  pension 
money  has  been  transferred  into  Sudan- 
free  index  funds  offered  by  Northern 
Trust,  which  is  considering  marketing 
similar  funds  to  other  states.  Oregon, 
New  Jersey,  Arizona  and  Louisiana  have 
enacted  versions  of  Illinois'  law;  other 
states,  including  New  York,  Vermont 
and  North  Carolina,  may  mandate 
divesting  soon. 

This  follows  actions  by  Harvard, 
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There  are  no  maps  to  the  sweet  spot  of  the 
market.  But  we  know  a  heck  of  a  guide. 


MidCap  Spiders  let  you  own  the  market's  middle  with  just  one  trade. 

You've  built  a  portfolio  with  a  solid  blue  chip  foundation.  Now  you're  considering  more  diversification 
and  a  different  balance  of  upside  potential  and  risk. 


Meet  the  MidCap  SPDR:  A  smart  way  to  tap  the 
potential  of  the  sweet  spot  of  the  market.  With 
every  share,  this  exchange  traded  fund  (ETF) 
represents  the  entire  S&P  MidCap  400,®  middle 
market  companies  that  have  matured  to  achieve 
$1-4  billion  in  market  cap.  While  mid-cap  securities 
ate  subject  to  greater  risk  than  large-caps,  mid-cap 
companies  are  less  volatile  than  companies  in  the 
often  uncertain  start-up  phase. 

MidCap  SPDRs  trade  just  like  stocks  throughout 
the  trading  day.  So  they're  flexible  enough  to 
accommodate  a  range  of  investment  strategies. 
And  low  fees  make  MidCap  Spiders  a  cost-efficient 
wayto  invest.  (Usual  brokerage  commission  applies.) 

Want  to  learn  more?  Visit  www.MidCapSPDR.com 
and  see  if  MidCap  Spiders  could  be  a  sweet  addition 
to  any  portfolio. Ticker  symbol  Amex:MDY 


Over  the  last  five  years  MidCap  Spiders  delivered  a  cumulative 
return  of  nearly  50%.  Not  bad  for  a  middleweight. 

And  since  inception,  average  annual  total  returns  have 
been  approximately  15%. 


Average  annual 
total  return  of  MDY 
as  of  12/31/05 

Based  on 
NAV 

Based  on 
Market  Price 


One 
Year 


Five 
Years 


Ten 
Years 


Since 
Inception 


12.21%  8.28%  13.92%  14.75% 
12.53%     8.37%     13.87%  14.68% 


Total  returns  arc  calculated  quarterly  using  the  daily  4.00  p.m.  net  asset  value 
(NAV).  Distributions,  if  any,  are  assumed  to  be  reinvested  back  into  the  fund 
on  the  pay  date  at  the  NAV  on  that  date .  Performance  data  quoted  represents 
past  performance  and  is  no  guarantee  of  future  results .  Current  performance 
may  be  lower  or  higher  than  quoted  The  investment  return  and  principal 
value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  ivhen  sold  or 
redeemed,  are  subject  to  market  volatility.  They  may  be  vjorth  more  or  less  than 
their  original  cost.  MDY  shares  are  bought  and  sold  at  market  price  (not  NAV) 
and  are  not  individually  redeemed  from  the  fund.  Brokerage  commissions  will 
reduce  returns.  To  obtain  most  recent  month-end  performance ,  please  call 
1-800-843-2639  or  visit  u-uw.MidCapSPDR.com. 


State  Street 
Global  Advisors 


SSfA 


MidCap 

SRIDR 


Mm  k  I  \i  1 1  \M  .  I 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment 
company  carefully  before  investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information, 
go  to  <www.MidCapSPDR.com  or  call  l'800-843'2639.  Please  read  the  prospectus  carefully  before 
investing.  Past  performance  is  no  guarantee  of  future  results .  S&.P  MidCap  400*  and  MidCap  SPDR*  art- 
trademarks  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  MidCap 
SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  S&.P  makes  no  representation 
regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 
M1D000101 


Outfront 


Stanford,  Dartmouth  and  other  universi- 
ties to  sell  a  handful  of  stocks  in  the  most 
unapologetic  and  egregious  Sudan  col- 
laborators, like  Indian  national  oil  com- 
pany ONGC,  which  bought  oil  holdings 
in  2002. 

Joseph  Stiglitz,  a  Columbia  econom- 
ics professor  who  won  the  Nobel  Prize  in 
2001,  in  January  helped  his  alma  mater, 
Amherst  College,  design  its  divestment 
plan;  those  identified  as  evildoers  were  a 
half-dozen  oil  companies  and  13  energy 
and  telecom  vendors.  Stiglitz  says  that  it 
was  not  hard  to  persuade  the  college  to 
act,  even  if  it  might  encourage  less  wor- 
thy divestments  in  the  future.  "The 
trustees  didn't  know  how  we  would  ever 
clearly  draw  the  line,  but  we  knew  Darfur 
was  over  the  line  wherever  you  drew  it," 
he  says. 

Some  targeted  companies,  like  Swiss 
electricity  giant  ABB,  say  their  presence 
will  ultimately  help  Sudan's  development. 
Others  argue  that  any  punishment  by 


TARGETS 


Here  are  some  of  the  1 1  S&P  500  companies  that  appear  on  ISS'  screen  for 
companies  doing  business  in  Sudan. 

Marathon  Oil  Oil  exploration  deal  with  Sudanese  government. 
RESPONSE:  Will  not  exercise  rights  until  sanctions  are  lifted. 

Schlumberger  Has  seismic  services  crews  in  Sudan. 

RESPONSE:  Says  it  operates  in  Sudan  because  it  is  in  the  oil  business. 

Xerox  Distributor  agreement  in  Khartoum. 

RESPONSE:  Says  it  is  terminating  relationship  with  its  Khartoum  distributor  in 
response  to  the  situation  in  Darfur  and  specter  of  divestment. 

Eastman  Kodak  Distributes  to  Sudan  through  its  Swiss  subsidiary. 
RESPONSE:  Declines  comment. 

3M  Through  Dubai  subsidiary,  it  has  sold  sanitation  products  in  Sudan  and 
window  film  to  the  UN. 

RESPONSE:  Says  it  has  ceased  sales  except  to  UN  for  relief  efforts. 

Source:  Institutional  Shareholder  Services. 


investors  is  unwarranted.  Procter  &  doesn't  control.  Pepsi  says  its  involveme 
Gamble  says  that  it  sells  products  in  in  Sudan  is  limited  to  a  bottler 
Sudan  through  an  overseas  distributor  it     doesn't  own. 


Tax  Tango 


Chrysler  got  a  big  tax  break  for  this  Ohio  plant.  Is  that  right? 

There's  only  one  thing  businesses 
hate  more  than  watching  a  competi- 
tor get  an  unfair  tax  break:  no  tax 
breaks  at  all.  Which  is  why  most 
business  groups  are  nervously  watch- 
ing a  Supreme  Court  case  scheduled 
for  oral  argument  Mar.  1. 

The  court  is  hearing  an  appeal  of 
a  Sixth  Circuit  Court  of  Appeals 


ruling  in  October  2004 
that  Ohio  interfered  with 
interstate  commerce 
when  it  gave  Daimler- 
Chrysler  $280  million  in 
tax  benefits,  including  a 
break  on  corporate 
income  taxes,  for  build- 
ing a  $1.2  billion  Jeep 
plant  in  Toledo.  Compa- 
nies with  factories  out- 
side the  state  would  be  at 
a  competitive  disadvan- 
tage, the  court  said. 

That  reasoning  could  doom  simi- 
lar tax  breaks  in  practically  every 
state,  says  Douglas  L.  Lindholm  of 
the  Council  on  State  Taxation,  a 
Washington  business  association.  It 
would  also  doom  the  tax-break  lob- 
bying industry. 

Would  an  absence  of  tax  favors 


send  jobs  abroad?  Maybe  not.  Greg 
LeRoy,  executive  director  of  Good 
Jobs  First,  a  liberal  advocacy  group  ir, 
Washington,  says  90%  of  tax  dollars 
allocated  to  create  jobs  are  wasted  on 
companies  that  would  have  made  the 
same  decision  regardless.  And  the 
price  is  high.  In  2000,  New  York  State 
gave  ibm  $659  million  in  incentives  tc 
rebuild  a  microchip  plant  in  East 
Fishkill  and  create  1,000  jobs.  Cost  pe 
job:  $659,000.  Governor  George 
Pataki  called  it  "a  perfect  example  of 
how  government  and  industry  can 
work  together' 

The  nation's  tax  laws  would  be  a 
lot  simpler  if  states  competed  for 
jobs  by  cutting  rates  across  the 
board.  That's  not  likely  to  happen.  If) 
the  Supreme  Court  votes  to  outlaw 
tax  favors,  Congress  probably  woulc 
revive  them  with  a  statute  granting 
permission  to  the  states  to  go  back  t< 
their  old  habits.        — Daniel  Fishe 
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e  spinoff  that  acted  like  a  startup. 

ayq,  a  global  leader  in  communication  software, 
terns  and  services,  spun  off  from  Lucent  with  a  legacy 
nfrastructure  that,  while  efficient,  wasn't  nimble  enough 
De  a  competitive  advantage.  HP  partnered  with  Avaya 
mplement  IT  Service  Management  and  HP  OpenView, 
Bctively  re-deploying  existing  technology  assets.  Today, 
ipending  is  down  30%.  Millions  have  been  saved  by  . 

ing  unused  capacity.  And  Avaya  answers  whenever 

ortunity  calls,  www.hp.com/adapt 


lutions  for  the  adaptive  enterprise 


  . 
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TRENDSPOTTING 


Raw  and  Random 


Every  day  people  send  in  20,000  new  videoclips  to  YouTube.com,  which  shares 
them  with  millions  of  Web  viewers.  Fifteen  million  plays  a  day — and  counting. 

By  Scott  Wool  ley 


A BOUNDLESS  AND  VOYEURISTIC  AP- 
petite  for  amateur  videos  has  lit  up 
one  of  the  hottest  Web  sites  of 2006: 
YouTube.com.  Spoofs  and  spankings,  pranks 
and  pratfalls,  faded  concert  footage— visitors 
post  20,000  videos  every  day.  The  audience, 
numbering  several  million,  watches  15  mil- 
lion clips  daily,  up  fivefold  in  two  months. 

Don't  these  people  have  anything  better 
to  do?  Nope.  YouTube,  which  didn't  exist  a 
year  ago,  has  shown  awe-inspiring  growth, 
even  by  Internet  standards.  Two  tech  pups- 
Steve  S.  Chen,  27,  and  Chad  Hurley,  29,  who 
had  worked  together  at  online  payment  firm 
PayPal,  opened  their  business 
last  year  after  having  problems 
sharing  video  from  a  party.  In 
November  they  raised  $3.5  mil- 
lion from  Sequoia  Capital  to 
cover  minimal  costs:  bandwidth, 
salaries  and  rent.  The  site's  con- 
tent, after  all,  flows  in  free. 

YouTube  went  live  on  May  5,  Spoofs  and 
2005  with  the  first  few  posts:  some  footage 
of  Chen's  cat,  P.  J.,  and  video  of  Chen  and  Hur- 
ley hanging  out  in  Hurley's  garage  (but  of 
course— this  is  Silicon  Valley).  By  Decem- 
ber YouTube  caught  up  to  iFilm,  a  popular 
video  site  that  just  sold  itself  to  Viacom  for 
$49  million.  Then  it  blew  right  past  iFilm,  and 
now  YouTube  attracts  nine  times  as  many 
Web  surfers  as  iFilm. 

The  grainy  home  videos  on  YouTube 
provide  a  peephole  thrill,  blending  reality  TV 
and  Americas  Funniest  Home  Videos  with 
Web  logs.  Its  20  employees  designed  the  site 
to  let  bloggers  insert  any  YouTube  videoclip 
into  their  owti  sites.  A  blog's  readers  can  then 
easily  share  the  videos  with  friends,  spread- 
ing them  virally. 

But  Chen  and  Hurley  have  greater  am- 
bitions—YouTube  as  an  on-demand  plat- 
form for  clips,  shows,  ads,  movies,  movie 
trailers  and  custom  fare.  Marketers  and 
media  outlets  are  keen  on  this,  emi,  Virgin 


Records  and  VH 1  have  posted  videoclips  to 
the  site.  Apparel  makers,  watch  brands  and 
others  have  pestered  YouTube  to  let  them 
run  promos.  Nike  airs  an  assiduously  am- 
ateurish clip  of  soccer  star  Ronaldinho — and 
more  than  2.7  million  people  have  viewed 
it.  Free  promotion. 

The  other  night  mc  Hammer,  the  faded 
rap  star,  stopped  in  at  YouTube,  sans  en- 
tourage, to  ask  about  promotional  opportu- 
nities. Staffers  shot  his  video — and  posted  it. 

YouTube  works  in  a  small  space  over  a 
pizza  parlor  in  San  Mateo,  Calif.,  monitor- 
ing thousands  of  new  videos  by  the  moment, 


by  a  talking  photo  booth.  This  just  in:  C 
Feb.  16  the  same  network  forced  YouTu 
to  take  down  all  clips  of  its  shows,  includii 
its  second-ranking  download:  "Lazy  Sunda 
a  Saturday  Night  Live  skit  viewers  h; 
watched  5  million  times  on  the  site. 

A  few  other  clip  owners,  including  Fo: 
American  Idol  and  owners  of  footage  fro 
a  1968  Rolling  Stones  concert,  also  have  h; 
copyrighted  clips  taken  down.  But  YouTul 
cleverly  ducks  most  copyright  issues  1 
streaming  all  videos  as  Flash  animations,  n 
as  downloads,  preventing  users  from  mal 
ing  digital  copies.  All  uploaders  must  say  the 


spankings,  pranks  and  pratfalls:  There's  no  end  to 

keeping  servers  running  to  deliver  200  tera- 
bytes a  day  from  15  host  sites  around  the 
world  and  tracking  comments  and  beefs 
about  racy  fare. 

"Raw  and  random"  is  how  Kevin  Don- 
ahue, YouTube's  programming  director,  sums 
up  the  site.  On  a  recent  day  in  mid- Febru- 
ary one  clip  surged  to  the  top  of  the  popu- 
larity rankings.  It  shows  a  stepfathers  cruel 
prank  on  his  young  stepson:  The  boy  is  play- 
ing a  videogame  and  suddenly  his  screen 
flashes  a  picture  of  a  frightening,  evil  face; 
the  kid  screams  and  sobs  hysterically.  "That's 
just  wrong,"  Christopher  Maxcy,  a  YouTube 
vice  president,  said  as  the  staff  checked  out 
the  new  clip.  Other  Tubers  chuckled  in  ap- 
preciation. 

Many  of  YouTube's  tamer  clips  are  high- 
lights of  network  TV  shows.  The  most  pop- 
ular to  date  (6  million  downloads)  is  a  Can- 
did Camera-style  skit  from  the  Tonight  Show 
on  nbc:  unsuspecting  people  being  mocked 


the  variety  of  videos  on  YouTube.com. 

own  the  videos  they  want  to  share;  if  a  re« 
copyright  holder  later  appears  and  objects  t 
that  claim,  YouTube  pulls  the  clip. 

To  keep  its  film  raw  but  not  pornc 
graphic,  the  firm  uses  software  that  can  iden 
tify  and  block  porn.  Four  Stanford  intern 
work  as  censors,  evaluating  videos  flagged  a 
"objectionable"  by  the  sites  users.  After  on 
Brooklyn  artist  put  up  video  of  her  bare  der 
riere  being  spanked  by  a  friend,  the  clip  go 
banned— never  mind,  she  says,  that  a  movi 
trailer  on  YouTube  showed  much  the  sam> 
thing.  "It's  a  little  arbitrary'  she  gripes. 

Still  to  come:  a  way  to  make  money  on 
this.  YouTube  eschews  video  ads  before  a  clip 
When  it  inserted  text  ads,  it  apologized  ir 
the  company  blog,  explaining  it  needed  the 
money  to  fix  the  office  sink.  "It  would  be 
real  easy"  to  reap  ad  sales  now,  but  fan: 
might  balk  later,  Chen  says.  He  will  figure 
it  out:  YouTubers  like  to  watch,  even  if  ii 
means  enduring  a  few  ads. 
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ORACLE  SUPPORT- 
ED. POWER  AND  ASSOCIATES  CERTIFIED 
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'An  Outstanding  Customer  Service  Experience' 


Oracle  Lifetime  Support— 
The  world's  first  and  only  lifetime  support  for  database, 
middleware  and  application  software. 


oracle.com/support 
or  call  1.800.ORACLE.1 

J.D.  Power  and  Associates  Certified  Technology  Service  and  Support  Programf"  developed  in  conjunction  with  SSPA. 
For  more  information,  visit  www.jdpower.com  or  www.thesspa.com 

Terms,  conditions  and  restrictions  apply  to  Oracle  Lifetime  Support. 
For  terms  and  conditions  go  to  http://www.oracle.com/support/collateral/oracle-technical-support-policies.pdf 

Copyright  ©  2006,  Oracle.  All  rights  reserved.  Oracle,  JD  Edwards  and  PeopleSoft  are  registered  trademarks  of  Oracle  Corporation  and/or  Its  affiliates. 
Other  names  may  be  trademarks  of  their  respective  owners. 
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HARDWARE 


Cooler,  Brainier 

As  computing  power  moves  onto  the  Internet,  the  swift  servers  from 
Azul  Systems  start  to  make  Intel  and  Dell  hardware  look  archaic. 

By  Quentin  Hardy 


STEPHEN  DEWITT  STRIDES  FROM 
an  office  decorated  with  $5  and 
$20  bills  he  has  won  from  peo- 
ple who  have  bet  against  him  to 
the  blue-checkerboard  floor  of 
the  demonstration  room  at  Azul  Systems 
in  Mountain  View,  Calif.  "Look  at  this,"  he 
says,  waving  at  14  racks,  each  fitted  with 
three  large  server  computers.  Inside  are 
16,000  processors.  "Talk  about  disrup- 
tion," he  says,  grinning. 

Then,  dashing  behind  the  machines, 
he  passes  a  hand  over  their  exhaust  heat. 
It's  surprisingly  tepid.  You  would  think 
that  16,000  processors  would  throw  off 
enough  heat  to  melt  steel. 

An  Azul  starter  unit,  with  96  micro- 
processors inside,  costs  $89,000,  about  the 
same  as  a  similarly  configured  box  from 
Dell.  But  DeWitt,  Azul's  chief  executive, 
says  his  hardware  costs  half  as  much  over 
time  because  it  uses  half  the  power  or  less, 
takes  up  far  less  space  and  needs  less  man- 
power to  manage  it.  "HP  has  lost  its  way," 
says  DeWitt.  "IBM,  Sun,  Dell,  Fujitsu— all 
ripe  for  change.  When  everything  is  50% 
cheaper,  how  many  of  them  can  survive?" 

Big  talk  from  a  little  computer  com- 
pany nobody  has  heard  of.  But  DeWitt, 
who  cut  his  teeth  at  Cisco  and  Sun,  may 
be  on  to  something.  Large-scale  corporate 
computing  needs  are  changing  rapidly  as 
trillions  of  daily  mouse  clicks  on  things 


like  Web  stories,  book  purchases  and 
e-mails  drive  huge  volumes  of  tiny  trans- 
actions through  many  a  company's  data 
centers.  The  action  has  shifted  from  one 
machine  to  many,  a  network  of  sales,  serv- 
ices and  information-sharing. 

The  big  hardware  guys  like  Dell,  IBM 
and  HP  have  kept  up  with  this  demand  for 
computing  by  offering  dirt-cheap  servers, 
space-saving  "blades"  (a  shrunk-down 
board  installed  vertically)  and  clever  vir- 
tualization  software  that  makes  one  server 
take  on  the  work  of  two.  But  with  Internet 
traffic  exploding — the  U.S.  produced  3.2 
trillion  Web-page  views  in  2005,  up 
22% — nothing  keeps  pace. 

The  computer  industry's  newest  trick 
involves  sacrificing  the  power  and  heat  of 
a  single,  brawny  microprocessor  for  mul- 
tiple processing  "cores"  on  one  chip,  each 
core  running  a  different  set  of  demands. 
Intel  recently  came  out  with  a  dual-core 
chip,  useful  for  low-power  laptops.  Intel 
and  Advanced  Micro  Devices  are  talking 
about  chips  with  four  cores  and  more. 
Sun's  Niagara  chip  goes  into  the  data  cen- 
ter with  eight  cores  per  chip.  The  Sony- 
IBM-Toshiba  Cell  chip  has  nine  miniature 
processing  units. 

Azul  does  them  all  better,  boasting  24 
cores  per  chip,  with  up  to  16  chips  packed 
into  a  single  server.  Bingo:  384  brains. 

Those  brains  can  sop  up  the  millions 


i 


of  tiny  communications 
chores  coursing  through 
data  centers,  especially  the 
peak  loads  that  can  swamp 
traditional  servers.  DeWitt 
calls  it  "network-attached 
processing,"  a  nod  to  net- 
work-attached storage,  an 
idea  that  revolutionized  the 
storage  business  by  using 
banks  of  fast,  specialized 
hard  drives  serving  a  wide 
network. 

Azul's  competitors  scoff 
that  DeWitt  is  selling  noth- 
ing more  than  a  niche  prod- 
uct with  weak  brains. 
Indeed,  Azul  hardware  is 
only  optimized  to  run  Inter- 
net languages  Java  and 
Microsoft.Net,  but  none  of 
the  traditional  languages  of 
the  data  center  such  as  C  or 
Cobol.  "It's  not  enough  to  have  a  goo< 
chip,"  says  Larry  Singer,  senior  vice  presi 
dent  at  Sun.  "You  need  computer  mem 
ory,  storage,  lots  of  software.  You  have  ti 
run  a  whole  ecosystem." 

DeWitt  counters  by  saying  his  nich 
will  grow  to  dwarf  the  rest  of  the  comput 
ing  world.  His  customers,  including  th 
recently  signed  Credit  Suisse,  are  on  boarc 
with  that  argument.  "This  is  pure  cos: 
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I  oidance — we  couldn't  just  keep  throw - 
ig  servers  at  our  problem,"  says  Stephen 
iipekas,  chief  technology  officer  at  Pega- 
4 is  Solutions,  which  manages  Internet 
)tel  bookings  at  60,000  properties  world- 
ide.  He  says  Azul  costs  about  half  as 
i.uch  as  the  competition,  when  power 
i id  management  costs  are  thrown  in. 
iJgasus'  data  center  handles  over  1  billion 
.•quests  a  month  from  the  Internet. 


Under  its  old  system  Pegasus  could  han- 
dle no  more  than  40  transactions  a  sec- 
ond; using  Azul,  that  increased  more  than 
fourfold  to  180  a  second. 

Telephone  company  Bell  Canada's 
communications  security  subsidiary  uses 
Azul,  with  an  eye  to  managing  profiles 
and  billing  info  for  millions  of  customers 
on  the  parent  company's  intranet — when 
it  is  deemed  ready  for  Bell  Canada's  100 


million  monthly  data  requests.  The  Azul 
system  is  surrounded  by  a  $5,000  water- 
cooled  cabinet,  a  great  savings  compared 
with  a  $100,000  air-conditioning  system 
recently  installed  in  a  legacy  data  center. 

DeWitt  came  to  Azul  in  late  2002,  in 
time  to  close  its  first  round  of  venture 
financing.  At  the  time  the  company  had 
10  employees.  Now  it  has  200  and  has 
raised  more  than  $100  million  from 
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investors  including  Accel  Partners, 
Redpoint  and  Credit  Suisse. 

DeWitt  got  his  start  in  Silicon  Val- 
ley at  Symantec  and  spent  two  years  in 
senior  management  at  Cisco.  He  then 
went  on  to  be  chief  executive  of  Cobalt 
Networks,  a  server  appliance  company 
that  made  it  cheap  and  easy  for  com- 
panies to  go  online.  He  sold  to  Sun 
Microsystems  for  $2.1  billion  in  stock 
in  late  2000.  DeWitt  made  a  few  mil- 
lion on  the  deal.  He  would  have  made 
a  lot  more,  but  Sun  stock  cratered 
while  he  was  barred  from  selling. 

Sun  ended  up  abandoning  nearly  all 
of  Cobalts  technology  after  the  dot-com 
bust.  "They  wouldn't  commit  to  an  ag- 
gressive path,"  says  DeWitt.  "Now  they 
are  stagnant." 

DeWitt  left  Sun  in  April  2002  in  an 
exodus  that  also  included  Sun  chief  op- 
erating officer  Edward  Zander.  Within 
mondis  DeWitt  took  an  offer  to  lead  a 
company  called  Chestnut  Systems  that 
had  a  promising,  specialized,  many-cored 
microprocessor.  He  renamed  the  firm 
Azul,  Spanish  for  "blue."  It's  a  reassuring 
color,  he  says,  and  it  doesn't  hurt  that  it 
reminds  people  of  IBM. 

At  the  time  it  was  tough  to  get 
funding  for  any  idea,  let  alone  a  new 
processor  that  would  go  up  against  the 
incumbents.  "I  was  up  and  down  at  all 
the  VCs,  hearing  a  lot  of  'Show  me,'" 
DeWitt  says.  "We  were  offering  265 
million  transistors  on  a  chip,  using 
lithography  that  didn't  exist  until  five 
years  ago,  managing  a  new  architecture 
that  could  scale  from  one  core  to  384 
without  a  problem." 

With  cores  now  all  the  rage,  Azul's 
marketing  pitch  is  in  danger  of  being 
drowned  out  by  companies  with  more 
money  to  spend.  Intel  says  it  will  move 
from  dual-core  to  multicore  chips  as 
fast  as  software  firms  can  develop 
applications  designed  for  them. 

DeWitt,  not  one  to  wait,  says  Azul 
has  a  1,000-core  system  in  develop- 
ment. "We  will  be  running  a  bank's 
whole  financial  system  in  real  time, 
guarantee  subsecond  responses  on  any 
Web  site,  at  any  time.  There  will  be  no 
inefficiencies,"  he  claims.  "The  apple 
cart  will  be  u }  F 
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THE  SMALLEST  AND  CHEAPEST  HIGH-DEFINITION  VIDEO  CAMERA  Y 
costs  $800  and  weighs  just  half  a  pound.  Instead  of  tape  or  discs  or  ai 
thing  else  that  moves  and  makes  noise,  it  uses  solid-state  SD  cards  to  recc 
the  sounds  and  pictures.  It  can  serve  as  a  pretty  good  5-megapixel  s 
camera  and  double  in  a  pinch  as  a  voice  recorder.  It  even  talks:  Flip  op 
the  screen  and  a  female  voice  says,  "Camera  mode";  flip  a  switch  and  it  purrs,  "Pi; 
back  mode." 

This  genre  of  solid-state  recorder  has  been  around  for  a  few  years,  but  the  San 
Xacti  HD-1  is  the  first  I've  seen  that  makes  any  real  effort  at  delivering  usability  and  p 
ture  quality.  Unfortunately  it's  not  as  good  as  the  specs  and  package  make  it  look. 

For  openers,  add  at  least  $100  to  the  price.  If  you  want  much  recording  time,  yoi 
need  a  capacious  high-speed  SD  card.  At  the  best  quality  setting  a  2-gigabyte  card  v 
give  you  not  quite  half  an  hour  of  high-definition  video. 

The  high-definition  video  here  uses  the  wide-screen  format  known  as  720p,  whi 
is  1280x720  pixels.  But  the  camera  uses  high  compression  to  squeeze  that  informati 


With  Sybase®  software,  Hyundai  Department  Stores  created 
a  point-of-sale  solution  that  eliminates  cash  registers  and: 


|  j  Processes  credit-card  transactions  from  anywhere  in  the  store 

[~j  Reduces  total  point-of-sale  hardware  costs  by  40% 

Q71  Greatly  improves  sales  tracking  across  the  13-store  network 


'ant  to  see  the  future  of  retail?  Where  customers  receive  personalized  shopping  experiences.  And  in  return,  show  their  loyalty  through  more  return 
sits  and  higher  purchase  totals.  It's  happening  now  at  Hyundai  Department  Stores  in  South  Korea.  Thanks  to  Sybase  Adaptive  Server®  Anywhere 
id  SOL  Anywhere®  software,  this  13-store  chain  has  an  information  edge  that  enables  salespeople  to  better  assist  customers,  check  inventories 
id  capture  signatures  on  the  spot.  It's  changed  the  way  customers  view  Hyundai.  And  it's  causing  many  companies  to  view  Sybase  software  as 
imething  they  can't  live  without,  www.sybase.com/infoedge10 
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PHONE  ON  THE  RUN 


down  to  size,  and  what  gets 
onto  the  card  is  about  one  third 
of  what  competing  formats  like 

MlniDV  or  iidv  use.  The  image 
can  look  good,  but  it's  grainy 
under  low  light  conditions 
and  bounces  around  when  you 
use  the  full  lOx  zoom.  Sanyo 
made  the  camera  so  hghl  that 
it's  ha>-d  to  hold  steady,  but 
didn't  make  the  electronic 
image  stabilization  good 
enough  to  compensate. 

The  2.2-inch  screen  produces 
ikIi  color,  even  I  mm  odd  angles, 
because  il  uses  organic  light  emit- 
ting diode  tci  hnology  instead  <»i 
the  common  liquid  1 1  ystal  Bui  itis 

small  by  current  standards,  and 
the  usable  area  gets  smallei  when 
blai  k  bars  i  rop  it  lor  wide  screen 
shooting,  And  the  color  values 
you  see  when  you're  framing  a 

slioi  lend  to  i  liange  disconcert 
ingly  when  you  press  the  record 
button. 

As  a  r>  megapixel  still  cam 
era  with  a  built  in  Hash,  the  unil 
isn't  bad,  and  thai  long  zoom 
will  get  you  closer  to  distant 
subjec  ts  than  most  still  <  ameras 
(.  an  manage,  Hut  image  stabi 
lization  doesn'l  work  at  all  for  still  shots;  you'll  want  to  use  the 
long  lens  only  in  bright  situations  that  let  you  use  a  fast  shutter 
'-peed  Alas,  il  you're  shooting  toward  a  bright  light  SOUXCe,  you'll 
run  into  a  problem  in  both  stills  and  videos:  lens  Hare  that  can 
produce  Streaks  in  the  image.  Unfortunately,  n<>  lens  hood  is 
available. 

The  camei  a's  burst  mode  <  aptures  three  shots  vet  y  quickly, 

but  normal  mode  produces  a 
la<  klustei  delay  between  shots 
ot  three  seconds  or  more,  far 
worse  than  mam  choapci  still 
cameras,  some  of  which  can 
now  also  deliver  decent  (but 
not  high  del  )  video.  Watch  out 
for  the  Xacti's  feature  that  lets 
you  shoot  a  still  while  you're 
shooting  video:  The  manual 
doesn't  tell  you  that  using  it 
freezes  the  video  for  several 
seconds  until  the  camera 
catches  up. 

Sanyo's  designers  got  some 
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Cell  phones  are  supposed  to  know  where  you  are  so  that  emer- 
gency providers  can  locate  you  when  you  dial  911.  Entrepreneurs 
have  come  up  with  some  dumb  ideas  for  location-sawy  phones, 
like  spamming  you  with  coupons  from  the  pizza  parlor  as  you  drive  by. 
Now  an  outfit  called  Bones  in  Motion  has  tapped  the  Global  Positioning 
System  that  comes  in  some  phones— two  Sprint  and  three  Nextel  mod- 
els for  now— to  create  a  useful  application  that  lets  the  phone  record 
your  outdoor  activities.  Whether  you  run,  walk,  cycle  or  kayak,  Bones  in 
Motion's  Web  site  Bimactive.com  can  receive  the  info  via  the  phone's 
data  service  and  display  your  travels.  The  biggest  hurdle  may  be  the 
cost:  $10  a  month  on  top  of  the  data  plan. 

After  you  head  out  the  door  for  exercise  and  press  a  few  buttons, 
the  phone  keeps  track  of  where  you've  been  and  displays  your  speed, 
distance  and  calorie  expenditure.  When  you're  done,  you  click  the  save 
button,  and  the  info  gets  sent  to  the  Web.  It  couldn't  be  much  easier. 

The  site  shows  your  route  on  a  Google  map  or  satellite  photo  and 
graphs  your  speed  and  altitude  alongside  the  weather  at  the  time.  You  can  post  your  info  to  a 
blog  or  make  it  public  on  Bimactive.com's  communal  Web  page.  Tread  carefully:  If  you  blog  youi 
regular  jog,  burglars  will  have  a  good  idea  how  long  you're  likely  to  be  away  from  home. 

In  general,  the  system  works  well,  though  I  found  its  calorie-burn  estimates  overly  optimistic 
and  its  summarized  altitude  numbers  somewhat  quirky.  The  program  also  hogs  the  phone;  you 
can't  use  it  to  chat  or  listen  to  music  while  it  tracks  you. 

Garmin  offers  a  similar  but  even  more  ambitious  Web  site  called  Motionbased.com  th 
works  with  many  of  the  company's  stand-alone  GPS  products  and  can  analyze  additional 
data  such  as  heart  rate,  but  it  doesn't  yet  work  with  phones.  Trimble's  adventure-focused 
Trimbleoutdoors.com  lets  you  turn  several  Nextel  phones  into  backcountry  navigation 
devices.  It  is  nice  to  know  somebody's  figured  out  something  to  do  with  our  whereabouts 
that's  actually  fun.  — S./V 


I  Forbes 


Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo,  which  appears  weekl 
on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 


Sanyo's  Xacti 
HD-1  puts 
high-def  video 
in  a  small 
package.  But 
there  are 
too  many 
compromises 
for  comfort. 


touches  right.  It's  nice  to  just  flip  the  screen  shut  and  put  the  c 
era  in  standby  mode.  When  you  open  it  again,  you're  ready 
shoot  without  wasting  time  finding  the  on/off  button.  I  also  li. 
the  simplicity  of  having  dedicated  buttons  for  photos  and  vide 
press  the  one  on  the  lot t  ami  you  get  a  still;  press  the  one  on  tl 
right  and  you  get  action.  But  the  zoom  lever  is  in  an  awkwa; 
position,  and  the  automatic  focusing  misses  far  too  often. 

If  you  buy  this  camera,  you're  going  to  have  to  consid' 
how  you  store  your  memories.  With  DVD  or  tape,  you  can  ket 
your  original.  Though  solid  state  may  be  the  storage  media 
of  the  future,  at  $200  per  hour  of  recording  time  the  little  cai 
is  going  to  get  erased  and  reused  when  it  gets  full. 

Still,  despite  its  shortcomings  this  little  unit  is  the  fust  in  I 
class  to  go  beyond  being  a  mere  toy.  Now,  it  only  they  could  p 
a  phone  in  there.... 


Please  turn 
page  to  see 
qatefold 
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MEETING  WON'T  LIFT  A  CRATE. 


WISHING  WON'T  LIFT  A  CRATE. 

TALKING  WON'T  LIFT  A  CRATE. 

IF  YOU  WANT  TO  LIFT  A  CRATE, 
USE  A  PULLEY. 

We  want  to  help  you  streamline  your 
business  and  make  it  work  better. 
No  matter  how  impossible  that  may  seem. 
From  providing  the  capabilities  to  centralize 
your  supply  and  inventory  management,  to 
implementing  an  integrated  IT  solution  that 
synchronizes  your  operations  far  and  wide. 
And  we  won't  wish  for  it.  Or  hope  to  do  it. 
We'll  get  it  done.  Like  we  did  working  with 
Daikin,  the  Asia-based  air-conditioner 
manufacturer  who  wanted  to  gain  a 
competitive  advantage  by  establishing  a 
supply  structure  that  would  never  encounter 
a  shortage.  Together  we  implemented  a 
solution  that  connected  production  units 
with  both  suppliers  and  customers  to  ensure 
faster,  more  cost-effective  delivery.  Helping 
them  become  both  leaner  and  bigger. 


So  if  you  want  to  raise  your  company's 
standard  of  efficiency,  think  of  us  as  your 
pulley.  It's  what  we  do.  And  we  want  to  do 
it  for  you.  www.eds.com 


'jDS 

Let's  get  to  work. 


[Building  Your  I 


rade 

/oung  Houston  clothes 
signer  has  a  chance  to  go 
I  time.  Will  she  take  it? 

Amanda  Ernst 


low  on  the  hips.  Her  clothes  are  flattering, 
nfortable.  Last  year  the  company  netted 
ales  of  $400,000.  But  since  December,  when 
| son  of  Project  Runway  kicked  off,  she  has 
sh  of  e-mails  from  women  across  the  U.S. 

want  to  know  where  to  buy  her  clothes, 
p  so  on  Dao's  Web  site, 
ched  every  small  success  by  cutting  her  own 
Laos,  she  immigrated  to  the  U.S.  with  her 
amese  parents  and  seven  sisters  in  1979.  As 
:enager  she  redesigned  vintage  finds  from 
condhand  shops;  her  first  original  was  her 
enior  prom  dress.  Dao  majored  in  business 
larketing  at  the  University  of  Houston  at 
r  parents'  urging.  Three  semesters  later  she 
dropped  out  to  study  design  at  a  commu- 
nity college  and  then  moved  to  Fash- 
ionista  Central — New  York  City.  At 
the  Fashion  Institute  of  Technol- 
ogy Dao  took  a  practical  turn, 
learning  patternmaking,  which 
translates  ideas  into  sketches 
and,  eventually,  into  mass  pro- 
duction. She  worked  at  an  evening- 
wear  shop,  mastering  the  basics  of 
custom-made  design  and  window  dress- 
ing, then  took  a  job  as  a  patternmaker 

Sensing  a  sensation:  Chloe  Dao  at  her 
i    store,  Lot  8;  models  in  Dao's  creations 
gJK      during  New  York's  recent  Fashion  Week. 


f  / 
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Building  Your  Own  Business 


and  design  assistant  for  a  sportswear  company.  Less  than  a  year 
later  she  became  a  production  manager  with  up-and-coming 
dress  designer  Melinda  Eng. 

Six  years  later,  in  2000,  Dao  had  had  enough  of 
apprenticeship  and  moved  back  to  her  parents'  house  in  Hous- 


And  then  there  were  ... 
one?  Project  Runway 
host  Heidi  Klum  (black 
dress)  and  contestants, 
hoping  for  $100,000  to 
launch  a  new  line. 


equipment,  fixtures  and  merchail 
"I  was  never  afraid  to  fail,"  she  sal 
knew  it  wasn't  a  big  deal  if  it  failet 
I  had  to  just  pay  my  parents  back 
Lot  8  has  gained  a  faithful 
tomer  base  by  being  one  of  the 
with-it  boutiques  in  the  area.  In  addition  to  her  own  line 
or  so  of  the  mix),  Dao  sells  clothing  and  accessories  (won 
and  men's)  from  other  designers.  After  two  years  the 
turned  a  small  profit,  and  Dao  was  able  to  repay  her  par 
sister  and  credit  card  lenders.  A  year  later  she  offered 
youngest  sister,  Sydney,  another  veteran  of  Manhattan's 
ion  Avenue,  a  50%  share  of  the  company,  purchased,  says 
"with  blood  and  sweat." 

Chloe  is  the  creative  force  behind  the  shop  and  clotl 
line,  while  Sydney  keeps  track  of  the  books  and  publicity, 
runs  the  store  day-to-day.  Their  aunt  Tina  Luonagpho  still  i 
most  of  the  sewing.  ("I  pay  her  a  good  salary,"  says  Dao.  "Wl 
ever  she  tells  me  I  owe  her  [for  labor],  I  double  it.  But  I  still  I 
like  I'm  running  a  sweatshop.")  The  arrangement  works  fine 
now,  since  Dao  creates  only  six  to  ten  new  pieces  each  seaso 
that  translates  into  100  new  garments— and  relies  on  popi 
holdovers,  like  her  signature  halter  top. 

Last  year  the  store  doubled  in  size  by  moving  to  a  cor 
lot  in  the  same  shopping  center.  A  40-inch  plasma  screen  r 
tapes  of  Project  Runway  all  day  and  is  the  centerpiece 
Wednesday  night  viewing  parties,  when  the  show  airs.  1 
month,  an  in-house  salon— hair  and  makeup— manned  by  i 
of  Dao's  older  sisters  is  slated  to  open. 

Whatever  the  outcome  of  Project  Runway  Dao  knows 
career  is  about  to  take  a  different  turn.  With  her  recent  exp 
sion,  she  has  enough  to  keep  herself  busy  and  plans  to  ad 
new  collection  of  evening  wear,  developed  for  New  York's  rec 
Fashion  Week,  to  her  store.  Dao  also  intends  to  start  selling 
clothes  online — and  to  hire  at  least  one  more  hand  to  help  v 
the  cutting  and  sewing. 

Is  that  goal  ambitious  enough?  To  step  up  to  the  big  ti 


Da.  spen  $70,OOOo ,  ,e„  ovation,  equipment 
nd  merchandise.  "I  was  never  afraid  to  fail,"  she  says. 


ton  to  work  on  her  own  designs,  with  the  thought  of  opening 
her  own  store.  No  shame  in  moving  back  in  with  Mom  and 
Dad,  she  says,  thanks  to  her  Asian  upbringing.  "Most  of  my  sis- 
ters lived  with  my  parents  until  they  got  married,"  she  says.  "I 
lived  at  home  and  didn't  pay  rent  for  three  years.  My  parents  did 
my  laundry  and  cooked  me  dinner." 

And  she  saved  her  money— enough  to  launch  Lot  8.  Using 
$15,000  of  her  own,  along  with  contributions  from  her  sister 
Kim,  loans  from  her  parents  and  her  credit  cards,  Dao  invested 
$70,000  to  renovate  the  1,700-square-foot  store  and  to  buy 


says  Cynthia  O'Connor,  a  fashion  brand  rep  credited  \\ 
starting  the  careers  of  Kate  Spade  and  other  notables,  I 
should  move  back  to  New  York,  find  a  showroom  to  repres 
her  and  sign  up  a  factory  to  produce  her  line.  She  should  ; 
think  about  getting  the  apparel  into  speciality  stores  and 
some  point,  into  big  department  stores. 

Dao  knows  the  drill.  Yet  she  has  deliberately  chosen  tc 
slower.  "I  know  I  can  expand  nationally  and  not  move  to  % 
York,"  she  says.  "It's  hard,  but  not  impossible."  But  when  1 
brass  ring  comes  around,  can  she  really  resist  the  tug? 
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automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  communication 
lighting  •  material  handling  •  medical  solutions  •  transportation  •  water  technologies  usa.siemens.com 


improving  efficiency  and  security 
airports  all  across  the  US? 

4  [p      We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses 
•  and  communities  right  here  in  the  US.  One  of  our  specialties  is  providing 
integrated  services  and  solutions  to  enhance  operational  efficiency  and  strengthen  the 
integrity  of  airport  security.  From  check-in  through  take-off  to  landing,  we  deliver  solutions  to 
increase  passenger  comfort,  baggage  and  cargo  security,  and  airfield  safety.  We  are  the  largest 
manufacturer  of  baggage  handling  systems,  and  we  maintain  passenger  and  baggage  screening 
equipment  at  virtually  all  US  commercial  airports.  And  soon  we'll  deliver  the  largest  airport-wide 
100%  in-line  baggage  security  screening  system  in  the  US.  We  also  provide  airfield  lighting  control 
systems  for  sixty-five  of  the  nation's  busiest  airports.  But  unless  you're  one  of  the  70,000 
Americans  that  we  currently  employ,  you  may  not  have  heard  of  us.  We're  Siemens. 


/ho  is 
at 
We£ 


SIEMENS 

Global  network  of  innovation 


Looking  Forward  Virginia  Postrel 


MAKE  IT  WORK 


PROJECT  RUNWAY  IS  A  HIT  SERIES  ON  THE  BRAVO 
network.  In  its  second  season,  it  attracts  more 
Wednesday  night  viewers  than  any  other  cable  show. 
Its  audience  gets  larger  every  week,  with  the  seasons 
eighth  episode  topping  2.3  million.  That's  good  news 
for  the  network  and  the  show's  producers.  And  it's  a  good  sign 
for  American  business  culture. 

Project  Runway  celebrates  creativity  and  innovation  (see 
related  story  on  gatefold,  p.  57).  It  also  conveys  tough-minded 
lessons  about  work  in  a  competitive,  market  economy. 

That  may  sound  odd.  The  show,  after  all,  is  about  fashion 
design,  a  pursuit  hardheaded  businesspeople  usually  think  of  as 
frivolous.  What  could  a  bunch  of  contestants  creating  dresses 
possibly  teach  an  aspiring  executive? 

But  design  in  all  its  forms  is  not  only  big  business.  It's  also 
part  of  what  political  writer  Michael  Barone  calls  Hard  America, 
"the  part  of  American  life  subject  to  competition  and  accounta- 
bility." While  M.B.A.  programs  water  down  courses  and  curb 
classroom  questioning  for  fear  of  offending  their  student  "cus- 
tomers," becoming  a  designer  still  means  developing  adaptability 
and  a  thick  skin. 

Hence  Project  Runway  judges  say  things  like:  "The  hem  is  a 
mess";  "Your  taste  level  wasn't  there";  and  "You've  let  us  down  this 
time."  The  show's  young  audience — 73%  female,  median  age 
33 — is  absorbing  attitudes  that  directly  contradict  the  culture  of 
entitlement  and  everything's-good  self-esteem. 

Like  all  reality  shows,  Project  Runway  is  sometimes  unrealis- 
tic. No  employer  is  going  to  ask  a  fashion  designer  to  create  a  gar- 
den-party dress  with  $100  of  materials  from  a  floral  shop.  Models 
wearing  dresses  made  of  leaves  and  flowers  make  good  TV. 

But  not  all  the  challenges  are  so  gimmicky.  Contestants  also 
create  outfits  for  Banana  Republic,  as  well  as  for  individual  clients 
like  socialite  Nicky  Hilton  and  ice-skater  Sasha  Cohen. 

Even  with  the  far- fetched  projects  the  show  portrays  fun- 
damental truths  about  creative  work.  Designers  work  with 
limited  time,  on  limited  budgets.  Like  in  every  business,  they 
face  unexpected  problems — broken  sewing  machines, 


models  who  don't  show  up,  fabrics  in  the  wrong  colors. 

"Make  it  work"  is  not  just  coach-mentor  Tim  Gunns  cal 
phrase.  It's  the  show's  overarching  philosophy:  Strive  for  per 
tion  and  brilliance,  but  first  and  foremost  get  the  job  done. 

Every  designer  on  the  show  is  talented — no  American 
duds  here.  But  some  are  more  talented  than  others.  And  ta. 
isn't  the  only  thing  that  matters.  So  do  skills.  So  does  time  m 
agement.  So  does  personality.  So  does  teamwork.  So  does  luc 
To  succeed,  a  designer  has  to  work  hard  and  play  by  the  ru 
But  that's  the  minimum  requirement,  not  a  guarantee. 

"In  fashion,  one  day  you're  in,  and  the  next  day  you're  o 
says  host  Heidi  Klum  on  every  show.  Not  only  in  fashion.  / 
the  folks  at  Blockbuster  or  Sony.  Consider  Coca-Cola 
the  Ford  Taurus.  The  marketplace  is  dynamic.  Yesterd; 
hot  product  is  todays  stagnant  brand. 

Project  Runways  most  interesting  and  important  1 
son  is  that  merit  and  subjective  judgment  coexist.  Unl 
the  SAT  or  the  100- meter  da 
the  marketplace  doesn't  me 
ure  value  on  a  single  dim< 
sion.  Neither  does  the  show. 

Fans,  who  can  vote  onli 
liked  other  designs  better  tl 
the  one  Nicky  Hilton  chose.  1 
Hilton  was  the  client,  and  i 
was  as  charmed  by  desigi 
Santino  Rice's  schmoozing 
she  was  by  his  ice-blue  pa 
dress.  He  won  the  challen 
made  the  sale. 

The  "best"  doesn't  alw 
triumph,  because  what's  best 
one  person  isn't  best 
another.  Judges  and  fans  gen 
ally  agree  on  which  of  seve 
designs  are  good  and  which  are  bad.  But  picking  a  winner  an 
loser — the  best  and  the  worst — requires  ranking  incommen 
rable  achievements. 

Which  is  worse — a  boring  but  structurally  sound  skating  c 
fit  or  an  impractical,  ambitious  mess?  To  illustrate  "inspiratk 
which  is  better — a  glamorous  gown  inspired  by  gutter  water  ( 
tweed  pencil  skirt  and  poofy  silk  top  inspired  by  a  potted  orch 
If  both  are  equally  creative  and  well  executed,  do  you  reward 
designer  who  turns  the  ugly  into  the  beautiful  or  the  one  v 
creates  a  new  silhouette?.There's  no  right  answer,  only  a  deba 
"I  love  Project  Runway"  writes  San  Francisco  designer  / 
Hong  on  her  Verbal  Croquis  blog.  "Not  only  is  it  just  a  really : 
show,  but  its  realistically  indicative  of  what  the  industry  reall 
like  for  designers." 

Not  just  for  designers,  but  for  all  sorts  of  creative  professii 
als.  Everybody  has  to  learn  to  "make  it  work." 


The  show's 
young  audience 
is  absorbing 
attitudes  that 
contradict  the 
culture  of 
entitlement 
and  every- 
thing's-good 
self-esteem. 


Forbes 


Virginia  Postrel  (www.dynamist.com)  is  the  author 
The  Substance  of  Style  and  The  Future  and  Its  Enemi 
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When  it  comes  to  bad  cholesterol- 

sk  your  doctor  if  lower  is  better 


ting  high  cholesterol  down 
nportant. 

ors  know  lowering  high  cholesterol  is 
irtant  for  everyone.  But  for  some  people, 
iven  more  important.  In  fact,  a  panel  of 
ical  experts  recently  proposed  updated 
elines  suggesting  many  patients  aim  for 
ven  lower  cholesterol  goal  than  before.* 

king  with  your  doctor 
ey  to  helping  you  reach 
r  cholesterol  goal. 

ter  all  you've  tried — including  diet 
exercise-^-your  doctor  believes  you 
I  to  get  your  bad  cholesterol  even 
r,  ask  whether  CRESTOR  might  help. 

lower, 

3TOR  may  make  the  difference  you  need, 
ct,  the  10-mg  dose  of  CRESTOR,  along 
diet,  can  lower  bad  cholesterol  by  as  much 
2%  (vs  7%  with  placebo).  That  means 
LDL-C — the  bad  cholesterol — could 
own  about  half.  Your  results  may  vary. 

RESTOR  right  for  you? 

's  another  conversation  you  need  to 
i  with  your  doctor.  Your  doctor  will 
je  the  best  course  of  treatment  for 
after  assessing  your  particular  needs. 


Get  more  intormation  about  CRESTOR. 

To  learn  more  about  CRESTOR,  or  if  you 
are  without  prescription  coverage  and  can't 
afford  your  medication,  AstraZeneca  may 
be  able  to  help.  Call  800-CRESTOR  or  visit 
CRESTOR.com. 

Here  is  important  safety  information 
about  CRESTOR  you  need  to  know. 

CRESTOR  is  prescribed  along  with  diet  for 
lowering  high  cholesterol  and  has  not  been 
determined  to  prevent  heart  disease,  heart 
attacks,  or  strokes.  CRESTOR  is  not  right 
for  everyone,  including  women  who  are 
nursing,  pregnant,  or  who  may  become 
pregnant,  or  anyone  with  liver  problems. 
Your  doctor  will  do  blood  tests  before  and 
during  treatment  with  CRESTOR  to  monitor 
your  liver  function.  Unexplained  muscle  pain 
and  weakness  could  be  a  sign  of  a  rare  but 
serious  side  effect  and  should  be  reported 
to  your  doctor  right  away.  The  40-mg  dose 
of  CRESTOR  is  only  for  patients  who  do  not 
reach  goal  on  20  mg.  Be  sure  to  tell  your 
doctor  if  you  are  taking  any  medications. 
Side  effects  occur  infrequently  and  include 
muscle  aches,  constipation,  weakness, 
abdominal  pain,  and  nausea.  They  are 
usually  mild  and  tend  to  go  away. 


If  your  doctor  says, 
"lower  is  better,"  aim  lower  with  CRESTOR. 


CRESTOR 

rosuvastatin  calcium 


atment  Panel  (ATP)  III,  Update,  2004 
ad  the  important  Product  Information  about  CRESTOR  on  the  adjacent  page  and  discuss  it  with  your  doctor.  /  j 


AstraZeneca 


Please  read  this  summary  carefully  and  then  ask  your  doctor  about  CRESTOR  No  advertisement  can  provide  all  the  information  needed  to  determine  if  a  drug  is  right  lor  you 
This  advertisement  does  not  fake  the  place  ol  carelul  discussions  with  your  doctor  Only  your  doctor  has  the  framing  lo  weigh  the  risks  and  benelils  of  a  prescription  drug 


BRIEF  SUMMARY:  for  lull  Prescribing  Information,  see  package  insert  INDICATIONS  concomitant  cyclosponne  (see  WARNINGS,  Myopathy/Rhabdomyolysis.  and  DOSAGE  AND 

AND  USAGE  CRESTOR  is  indicated  I  .  as  an  adjunct  to  diet  to  reduce  elevated  total-C.  ADMINISTRATION)  Warfarin:  Coadministration  of  rosuvastatm  to  patients  on  stable  warfarin 

LDL-C.  ApoB,  nonHDL-C,  and  TG  levels  and  lo  increase  HDL  -C  m  patients  with  primary  hypcrcho-  therapy  resulted  in  clinically  significant  rises  in  INR  M  baseline  2-3)  In  patients  faking  coumann 

Icsterolemia  (heterozygous  familial  and  nonlamilial)  and  mixed  dyslipidemia  (Frednckson  Type  Ha  anticoagulants  and  rosuvastatm  concomitantly,  INR  should  be  determined  before  staling  rosuva- 

and  lib);  2.  as  an  adjunct  to  diet  lor  the  trealmenl  ol  palients  with  elevated  serum  TG  levels  statin  and  frequently  enough  during  early  therapy  to  ensure  that  no  significant  alteration  of  INR 

(Frednckson  Type  IV),  3  lo  reduce  LDL-C,  total-C,  and  ApoB  in  patients  with  homozygous  familial  occurs.  Once  a  stable  INR  time  has  been  documented,  INR  can  be  monitored  at  the  intervals 

hypercholesterolemia  as  an  ad|unct  lo  other  lipid-lowering  treatments  (e  g ,  LOl  apheresis)  or  if  usually  recommended  for  palients  on  coumarin  anticoagulants.  If  the  dose  of  rosuvastatm  is 

such  treatments  are  unavailable  CONTRAINDICATIONS  CRESTOR  is  contraindicaled  in  changed,  Ihe  same  procedure  should  be  repeated  Rosuvastafin  therapy  has  not  been  associated 

patients  with  a  known  hypersensitivity  to  any  component  ol  this  product  Rosuvastatm  is  with  bleeding  or  with  changes  in  INR  in  patients  not  taking  anticoagulants  Gemfibrozil: 

contraindicaled  in  patients  with  active  liver  disease  or  with  unexplained  persistent  elevations  ol  Coadministration  ol  a  single  rosuvastatm  dose  to  healthy  volunteers  on  gemfibrozil  (600  mg  twice 

serum  transaminases  (see  WARNINGS,  Liver  Enzymes)  Pregnancy  ond  lactation  daily)  resulted  in  a  J  2- and  1 9-fold,  respectively,  increase  in  mean  Cnax  and  mean  AUC  of  rosuva- 

Atherosclerosis  is  a  chronic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  statin  (see  DOSAGE  AND  ADMINISTRATION)  Endocrine  Function  Although  clinical  studies 

should  have  little  impact  on  Ihe  outcome  of  long-term  Iherapy  of  primary  hypercholesterolemia  have  shown  that  rosuvastatm  alone  does  not  reduce  basal  plasma  Cortisol  concentration  or  impair 

Cholesterol  and  other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  adrenal  reserve,  caution  should  be  exercised  if  any  HMG-CoA  reductase  inhibitor  or  other  agent 

development  (including  synthesis  of  steroids  and  cell  membranes)  Since  HMG-CoA  reductase  used  lo  lower  cholesterol  levels  is  administered  concomitantly  with  drugs  that  may  decrease  the 

inhibitors  decrease  cholesterol  synthesis  and  possibly  Ihe  synthesis  ol  other  biologically  active  levels  or  activity  of  endogenous  steroid  hormones  such  as  kefoconazole,  spironolactone,  and 

substances  derived  from  cholesterol,  they  may  cause  fetal  harm  when  administered  lo  pregnant  cimetidme  CNS  Toxicity  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhages, 

women  Therefore,  HMG-CoA  reductase  inhibitors  are  contraindicaled  during  pregnancy  and  in  edema,  and  mononuclear  cell  infiltration  of  perivascular  spaces,  have  beeo  observed  in  dogs 

nursing  mothers.  ROSUVASTATIN  SHOULD  BE  ADMINISTERED  TO  WOMEN  Of  CHILDBEARING  treated  with  several  other  members  of  this  drug  class.  A  chemically  similar  drug  in  this  class 

AGE  ONLY  WHEN  SUCH  PATIENTS  ARE  HIGHLY  UNLIKELY  TO  CONCEIVE  AND  HAVE  BEEN  produced  dose-dependent  optic  nerve  degeneration  (Wallenan  degeneration  of  retinogeniculate 

INFORMED  OF  TH!  POTENTIAL  HAZARDS.  II  Ihe  palienl  becomes  pregnanl  while  taking  this  drug,  libers)  in  dogs,  at  a  dose  that  produced  plasma  drug  levels  about  30  times  higher  than  the  mean 

therapy  should  be  disconlinued  immediately  and  the  patient  apprised  ol  the  potential  hazard  to  the  drug  level  in  humans  taking  the  highest  recommended  dose  Edema,  hemorrhage,  and  partial 

fetus  WARNINGS  liver  Enzymes  HMG-CoA  reductase  inhibitors,  like  some  other  lipid-  necrosis  in  the  interstilium  of  the  choroid  plexus  was  observed  in  a  female  dog  sacrificed  mori- 

lowering  therapies,  have  been  associated  with  biochemical  abnormalities  ol  liver  function.  The  mci-  bund  at  day  24  at  90  mg/kg/day  by  oral  gavage  (systemic  exposures  100  times  the  human  expo- 

dence  of  persistent  elevations  (>3  times  the  upper  limit  ol  normal  |ULN|  occurring  on  2  or  more  sure  at  40  mg/day  based  on  AUC  compansons).  Corneal  opacity  was  seen  in  dogs  treated  for 

consecutive  occasions)  in  serum  transaminases  in  lixed  dose  studies  was  0.4, 0. 0.  and  0.1%  in  52  weeks  at  6  mg/kg/day  by  oral  gavage  (systemic  exposures  20  times  the  human  exposure  at 

patients  who  received  rosuvastafin  5, 10, 20,  and  40  mg,  respectively  In  most  cases.  Ihe  eleva-  40  mg/day  based  on  AUC  companspns)  Cataracts  were  seen  in  dogs  treated  for  12  weeks  by  oral 

tions  were  fransienl  and  resolved  or  improved  on  continued  Iherapy  or  after  a  brief  interruption  in  gavage  at  30  mg/kg/day  (systemic  exposures  60  times  the  human  exposure  at  40  mg/day  based 

therapy  There  were  two  cases  of  jaundice,  for  which  a  relationship  lo  rosuvastatm  therapy  could  on  AUC  comparisons)  Retinal  dysplasia  and  retinal  loss  were  seen  in  dogs  treated  for  4  weeks  by 

nol  be  determined,  which  resolved  after  discontinuation  of  Iherapy.  There  were  no  cases  of  liver  oral  gavage  at  90  mg/kg/day  (systemic  exposures  100  times  the  human  exposure  at 

failure  or  irreversible  liver  disease  in  these  trials.  II  is  recommended  lhal  liver  lunclion  tests  be  40  mg/day  based  on  AUC)  Doses  s30  mg/kg/day  (systemic  exposures  s60  times  the  human  expo- 

pertormed  before  and  al  12  weeks  lollowing  bolh  Ihe  initiation  ol  therapy  and  any  elevation  ol  sure  al  40  mg/day  based  on  AUC  comparisons)  following  treatment  up  to  one  year,  did  not  reveal 

dose,  and  periodically  (e  g ,  semiannually)  thereafter.  1  iver  enzyme  changes  generally  occur  in  retinal  findings  Corcinogenesis,  Mutagenesis,  Impoirment  ol  Fertility  In  a 

Ihe  first  3  months  of  treatment  with  rosuvastatin.  Patients  who  develop  increased  transaminase  104  week  carcinogenicity  study  in  rats  at  dose  levels  ol  2, 20. 60,  or  80  mg/kg/day  by  oral  gavage, 

levels  should  be  monitored  unlil  Ihe  abnormalities  have  resolved  Should  an  increase  in  ALT  or  AST  Ihe  incidence  of  uterine  stromal  polyps  was  significantly  increased  in  females  at  80  mg/kg/day  at 
ol  >3  times  ULN  persist,  reduction  ol  dose  or  withdrawal  of  rosuvastafin  is  recommended 
Rosuvastatin  should  be  used  with  caution  in  patients  who  consume  substantial  quantities  of 
alcohol  and/or  have  a  history  of  liver  disease  (see  CLINICAL  PHARMACOLOGY.  Special 
Populations.  Hepatic  Insufficiency).  Active  liver  disease  or  unexplained  persistenl  transaminase 
elevations  are  contraindications  to  the  use  of  rosuvastatm  (see  CONTRAINDICATIONS) 
Myoporhy/Rhabdomyolysis  Rare  cases  ol  rhabdomyolysis  with  acule  renal  failure 
secondary  lo  myoglobinuria  have  been  reported  wilh  rosuvaslalin  and  with  olher  drugs  in  this 
class.  Uncomplicated  myalgia  has  been  reported  in  rosuvastahn-lrealed  patients  (see  ADVERSE 
REACTIONS).  Creatine  kinase  (CK)  elevations  (>10  times  upper  limit  of  normal)  occurred  in  0  2% 
lo  04%  of  patients  taking  rosuvastatin  at  doses  up  lo  40  mg  in  clinical  studies  Treatment-related 
myopathy,  defined  as  muscle  aches  or  muscle  weakness  in  conjunction  with  increases  in  CK  values 
>10  limes  upper  limit  ol  normal,  was  reported  in  up  lo  01%  ol  palients  taking  rosuvastatin  doses 
ol  up  lo  40  mg  in  clinical  studies.  In  clinical  trials,  Ihe  incidence  ol  myopathy  and  rhabdomyolysis 

increased  al  doses  ol  rosuvastatin  above  Ihe  recommended  dosage  range  (5  lo  40  mg).  In  post-  systemic  exposure  20  times  the  human  exposure  al  40  mg/day  based  on  AUC  Increased  incidence 

marketing  experience,  effects  on  skeletal  muscle,  e.g.  uncomplicated  myalgia,  myopathy  and,  ol  polyps  was  nol  seen  at  lower  doses  In  a  107-week  carcinogenicity  study  in  mice  given  10, 60, 

rarely,  rhabdomyolysis  have  been  reported  m  patients  treated  wilh  HMG-CoA  reductase  inhibitors  200  mg/kg/day  by  oral  gavage,  an  increased  incidence  of  hepatocellular  adenoma/carcinoma  was 

including  rosuvaslalin.  As  with  other  HMG-CoA  reductase  inhibitors,  reports  ol  rhabdomyolysis  observed  al  200  mg/kg/day  al  systemic  exposures  20  limes  human  exposure  at  40  mg/day  based 

wilh  rosuvaslalin  are  rare,  but  higher  al  Ihe  highest  marketed  dose  (40  mg)  Factors  lhal  may  on  AUC  An  increased  incidence  of  hepatocellular  tumors  was  not  seen  at  iower  doses 

predispose  palients  lo  myopathy  with  HMG-CoA  reductase  inhibitors  include  advanced  age  (*65  Rosuvastafin  was  not  mutagenic  or  clasfogenic  with  or  without  metabolic  activation  in  the  Ames 

years),  hypothyroidism,  and  renal  insufficiency  Consequently  t  Rosuvaslalin  should  be  test  with  Salmonella  typhimumim  and  Escherichia  colt,  the  mouse  lymphoma  assay,  and  the  chro- 

prescribed  with  caution  m  patients  with  predisposing  factors  lor  myopathy,  such  as.  renal  impair-  mosomal  aberration  assay  in  Chinese  hamster  lung  cells  Rosuvaslalin  was  negative  in  Ihe  in  mo 

menl  (see  DOSAGE  AN0  ADMINISTRATION),  advanced  age,  and  inadequately  treated  hypolhy-  mouse  micronucleus  lest  In  rat  fertility  studies  with  oral  gavage  doses  of  5, 15, 50  mg/kg/day, 

roidism,  2.  Patients  should  be  advised  lo  promptly  report  unexplained  muscle  pain,  tenderness,  or  males  were  treated  lor  9  weeks  pnor  to  and  Ihroughout  mating  and  females  were  treated  2  weeks 

weakness,  particularly  if  accompanied  by  malaise  or  lever  Rosuvastatm  Iherapy  should  be  discon-  prior  lo  mating  and  throughout  mating  until  gestation  day  7  No  adverse  effect  on  fertility  was 

linued  il  markedly  elevated  CK  levels  occur  or  myopathy  is  diagnosed  or  suspected  3  The  40  mg  observed  at  50  mg/Vg/day  (systemic  exposures  up  to  10  limes  human  exposure  al  40  mg/day 

dose  ol  rosuvaslalin  is  reserved  only  lor  those  patients  who  have  nol  achieved  their  LDL-C  goal  based  on  AUC  comparisons)  In  testicles  of  dogs  treated  with  rosuvastatm  al  30  mg/kg/day  tor  one 

utilizing  the  20  mg  dose  ol  rosuvastafin  once  daily  (see  DOSAGE  AND  ADMINISTRATION)  4  The  month,  spermatids  giant  cells  were  seen.  Spermatids  giant  cells  were  observed  in  monkeys  after 

risk  ol  myopathy  during  treatment  with  rosuvaslalin  may  be  increased  wilh  concurrent  adminis-  6-month  treatment  al  30  mg/kg/day  in  addrtion  to  vacuolalion  of  seminiferous  tubular  epithelium 

tralion  ol  other  lipid-lowering  therapies  or  cyclosporine,  (see  CLINICAL  PHARMACOLOGY.  Drug  Exposures  in  the  dog  were  20  limes  and  in  Ihe  monkey  10  times  human  exposure  at  40  mg/day 

Interactions.  PRECAUTIONS,  Drug  Interactions,  and  DOSAGE  AND  ADMINISTRATION)  The  based  on  body  surface  area  comparisons.  Similar  findings  have  been  seen  wilh  other  drugs  in  this 

benefit  ol  lurther  alleralions  in  lipid  levels  by  the  combined  use  ol  rosuvaslalin  wilh  librales  or  diss  Pregnancy  Pregnancy  Category  /See  CONTRAINDICATIONS  Rosuvastafin  may  cause 

niacin  should  be  carefully  weighed  against  Ihe  potential  risks  ol  Ibis  combination,  fetal  harm  when  administered  to  a  pregnanl  woman  Rosuvaslalin  is  contraindicaled  in  women 

Combination  Iherapy  wilh  rosuvaslalin  aod  gemhbrozil  should  generally  be  avoided.  (See  who  are  or  may  become  pregnanl  Safety  in  pregnant  women  has  not  been  established  There  are 

DOSAGE  AND  ADMINISTRATION  and  PRECAUTIONS,  Dnig  Interactions)  5  The  risk  ol  no  adequate  and  well-controlled  studies  ol  rosuvastatm  in  pregnanl  women  Rosuvastatm  crosses 

myopathy  during  treatment  with  rosuvaslalin  may  be  increased  in  circumstances  which  Ihe  placenta  and  is  lound  in  fetal  tissue  and  amniotic  fluid  at  3%  and  20%,  respectively  of  the 

increase  rosuvaslalin  drug  levels  (see  CLINICAL  PHARMACOLOGY.  Special  Populations,  Race  malemal  plasma  concentration  following  a  single  25  mg/kg  oral  gavage  dose  on  gestation  day  16 

and  Renal  Insufficiency,  and  PRECAUTIONS,  General)  b  Rosuvastatin  therapy  should  also  be  in  rats  A  higher  fetal  tissue  distribution  (25%  maternal  plasma  concentration)  was  observed  in 

temporarily  withheld  in  any  palienl  wilh  an  acute,  serious  condition  suggestive  of  myopathy  or  rabbits  after  a  single  oral  gavage  dose  ol  1  mg/kg  on  gestation  day  18  II  this  drug  is  administered 

predisposing  lo  Ihe  developmenl  ol  renal  failure  secondary  lo  rhabdomyolysis  (e.g.,  sepsis,  fo  a  woman  wilh  reproductive  potential,  Ihe  palienl  should  be  apprised  of  the  potential  hazard  to  a 

hypotension,  dehydration,  major  surgery.  Irauma,  severe  metabolic,  endocrine,  and  elec-  fetus  In  female  rats  given  oral  gavage  doses  of  5. 15. 50  mg/kg/day  rosuvastafin  before  mating 


Adverse  Experiences  Adverse  experiences,  regardless  of  causality  assessmr 
in  >2%  of  patients  in  placebo-controlled  clinical  studies  of  rosuvastatin  are  show 
discontinuations  due  lo  adverse  events  in  these  studies  ol  up  lo  12  weeks  duration  oct 
ol  patients  on  rosuvaslalin  and  5%  on  placebo 

Table  1  Adverse  Events  in  Placebo-Controlled  Studies 
Rosuvaslalin 

Adverse  event  N=744 


Pharyngitis 

Headache 

Diarrhea 

Dyspepsia 

Nausea 

Myalgia 

Asthenia 

Back  pain 

Flu  syndrome 

Urinary  tract  infection 

Rhinitis 

Sinusitis 


Placebo 
N=362 
76 
5.0 
W 
3.1 
31 
'3 
26 
2.4 
1.D 
1.6 
2.1 
1.6 


jot 

CRESTOR 

rosuvastatin  calcium 


Irolyte  disorders,  cr  uncontrolled  seizures).  PRECAUTIONS  General  Before  instituting  and  continuing  through  day  7  postcoitus  results  in  decreased  fetal  body  weight  (female  pups)  and 

therapy  with  rosuvastatin,  an  attempt  should  be  made  to  conlrol  hypercholesterolemia  with  appro-  delayed  ossification  al  Ihe  high  dose  (systemic  exposures  10  hmes  human  exposure  at 

priate  diet  and  exercise,  weight  reduction  in  obese  patients,  and  treatment  ol  underlying  medical  40  mg/day  based  on  AUC  comparisons).  !n  pregnant  rats  given  oral  gavage  doses  of  2, 20, 

problems  (see  INDICATIONS  AND  USAGE).  Administration  ol  rosuvaslalin  20  mg  lo  patients  with  50  mg/kg/day  Irom  gestation  day  7  through  lactation  day  21  (weaning),  decreased  pup  survival 

severe  renal  impairment  (CL„  <30  mL/min/1.73  m2)  resulted  In  a  3-fold  increase  in  plasma  occurred  in  groups  given  50  mg/kg/day,  systemic  exposures  *12  limes  human  exposure  al 

concentrations  of  rosuvaslalin  compared  with  healthy  volunleers  (see  WARNINGS,  Myopathy/  40  mg/day  based  pn  body  surface  area  comparisons.  In  pregnanl  rabbits  given  oral  gavage  doses 

Rhabdomyolysis  and  DOSAGE  AND  ADMINISTRATION)  The  result  ol  a  large  pharmacokinetic  ol  0.3, 1 , 3  mg/kg/day  Irom  gestation  day  6  lo  lactation  day  18  (weaning),  exposures  equivalent  to 

study  conducted  in  the  US  demonstrated  an  approximate  2-fold  elevation  in  median  exposure  in  human  exposure  at  40  mg/day  based  on  body  surface  area  comparisons,  decreased  fetal  viability 

Asian  subjects  (having  either  Flipino.  Chinese.  Japanese,  Korean,  Vietnamese  or  Asian-Indian  and  malemal  mortaldy  was  observed.  Rosuvastatin  was  nol  teratogenic  in  rats  at  s25  mg/kg/day 

origin)  compared  wilh  a  Caucasian  conlrol  group.  This  increase  should  be  considered  when  or  in  rabbits  s3  mg/kg/day  (systemic  exposures  equivalent  lo  human  exposure  al  40  mg/day  based 

making  rosuvastatin  dosing  decisions  lor  Asian  palients.  (See  WARNINGS,  Myopathy/  on  AUC  or  body  surface  companson.  respectively)  Nursing  Mothers  II  is  nol  known 

Rhabdomyolysis,  CLINICAL  PHARMACOLOGY,  Special  Populations.  Race,  and  DOSAGE  AND  whelher  rosuvastatm  is  excreted  in  human  milk.  Studies  in  lacfatmg  rats  have  demonstrated  that 

ADMINISTRATION )  Information  for  Patients  Palients  should  be  advised  lo  report  rosuvastatin  is  secreted  info  breast  milk  at  levels  3  limes  higher  than  lhal  obtained  m  the  plasma 

promptly  unexplained  muscle  pain,  tenderness,  or  weakness  particularly  if  accompanied  by  lollowing  oral  gavage  dosing.  Because  marry  drugs  are  excreted  in  human  milk  and  because  ol  the 

malaise  or  lever  When  taking  rosuvastatin  with  an  aluminum  and  magnesium  hydroxide  combina-  potential  tor  senous  adverse  reactions  in  nursing  infants  from  rosuvastafin,  a  decision  should  be 

lion  antacid,  the  antacid  should  be  taken  al  leas!  2  hours  after  rosuvastafin  administration  (see  made  whelher  to  discontinue  nursing  or  administration  ol  rosuvaslalin  taking  into  account  Ihe 

CLINICAL  PHARMACOLOGY,  Drug  Interactions)  Laboratory  Tests  In  Ihe  rosuvastafin  elm-  importance  ol  Ihe  drug  to  the  lactaling  woman  Pediatric  Use  The  salety  and  effectiveness  in 

ical  fnal  prqgram,  dipstick-positive  proleinuna  and  microscopic  hematuria  were  observed  among  pediatric  patients  have  nol  been  established  Treatment  experience  with  rosuvaslalin  in  a  pediatric 

rosuvaslalin-trealed  patients,  predominantly  in  patients  dosed  above  the  recommended  dose  population  is  limited  lo  8  patients  with  homozygous  FH.  None  ol  these  patients  was  below  8  years 


range  (i.e.,  80  mg).  However,  this  finding  was  more  Irequenl  in  patients  taking  rosuvastatin  40  mg, 
when  compared  to  lower  doses  ol  rosuvastatin  or  comparator  statins,  though  it  was  generally  Iran- 


of  age  Geriatric  Use  Of  Ihe  10,275  patients  in  clinical  studies  with  rosuvastatin,  3,159  (31%) 
were  65  years  and  older,  and  698  (6.8%)  were  75  years  and  older.  The  overall  frequency  of  adverse 


sienl  and  was  nol  associated  with  worsening  renal  lunclion  Although  Ihe  clinical  significance  of  events  and  types  ol  adverse  events  were  similar  in  patients  above  and  below  65  years  ol  age  (See 

this  finding  is  unknown,  a  dose  reduction  should  be  considered  lor  palients  on  rosuvastatin  40  mg  WARNINGS,  Myopalhy/Rhabdomyotysis.)  The  efficacy  of  rosuvastatm  in  die  geriatric  population 

Iherapy  with  unexplained  persistent  proteinuria  dunng  routine  unnatysis  lesling.  Drug  (»65  years  of  age)  was  comparable  fo  the  efficacy  observed  in  the  non-elderly  ADVERSE 

Interactions  Cyclosporine:  When  rosuvastatin  10  mg  was  coadministered  with  cyclosporine  REACTIONS  Rosuvastatin  is  generally  well  tolerated  Adverse  reactions  have  usually  been 

m  cardiac  transplant  patients,  rosuvastatm  mean  Cma>  and  mean  AUC  were  increased  11-fold  and  mild  and  transient.  In  clinical  studies  of  10,275  patients.  3.7%  were  discontinued  due  to  adverse 

7-fold,  respectively,  compared  with  healthy  volunleers  These  increases  are  considered  to  be  clin-  expenences  atlnbutable  lo  rosuvastatin.  The  most  frequent  adverse  events  thought  lo  be  related 

ically  significant  and  require  special  consideration  in  Ihe  dosing  ol  rosuvastatin  to  patients  taking  to  rosuvastatm  were  myalgia,  conshpation,  asthenia,  abdominal  pain,  and  nausea  Clinical 


In  addition,  the  lollowing  adveise  events  were  reported,  regardless  of  causality  asst 
*!%  of  10.275  palients  treated  wdh  rosuvastatin  in  clinical  studies  The  events  in  rail 
in  *2%  ot  these  pahenis  Body  as  a  Whole:  Abdominal  pain,  accidental  m/ory  chesr 
Iron.  pain,  pelvic  pain,  and  neck  pain  Cardiovascular  System:  Hypertension,  ang<n 
vasodilatation,  and  palpitation  Digestive  System:  Constipation  gastroenteritis,  von 
lence,  periodontal  abscess,  and  gastritis  Endocrine:  Diabetes  mellrtus  Hemic  and 
System:  Anemia  and  ecchymosis  Metabolic  and  Nutritional  Disorders:  Periphi 
Musculoskeletal  System  Arthritis  arthralgia,  and  pathological  fracture  Netvoii 
Doziness,  insomnia,  hypertonia  paresthesia,  depression,  anxiety,  vertigo,  and 
Respiratory  System:  Bronchitis,  cough  increased,  dyspnea  pneumonia  and  asthma 
Appendages:  Rash  and  pruritus  laboratory  Abnormalities:  In  ihe  rosuvastafin  c 
program,  dipshck-posilive  proleinuna  and  microscopic  hematuria  were  observed  ama 
statin-treated  patients,  predominantly  in  patients  dosed  above  Ihe  recommended  dose 
80  mg)  However  this  finding  was  more  frequent  in  patients  taking  rosuvastatin  40J 
compared  to  lower  doses  ol  rosuvastatin  or  comparator  statins,  though  it  was  general 
and  was  nol  associated  wdh  worsening  renal  function  (See  PRECAUTIONS  Laboral 
Other  abnormal  laboratory  values  reported  were  elevated  creatinine  phosphokinase, 
nases.  hyperglycemia,  glutamyl  transpeptidase  alkaline  phosphatase  bilirubin,  and  thi 
lion  abnormalities  Other  adverse  events  reported  less  frequently  than  1%  in  the  ri 
clinical  study  program,  regardless  ol  causality  assessment  included  arrhythmia,  hepal 
sensitivity  reactions  (i  e .  lace  edema,  thrombocytopenia,  leukopenia,  vesiculobul 
urticaria,  and  angioedema),  kidney  failure,  syncope,  myasthenia,  myositis  pancreatrbs. 
srtivity  reaction,  myopafhy  and  rhabdomyolysis  Postmarketing  Experience 
lo  the  events  reported  above,  as  with  other  drugs  in  this  class,  the  following  evem 
reported  during  post-marketing  experience  with  CRESTOR,  regardless  of  causality  at 
very  rare  cases  of  laundice  OVERDOSAGE  There  is  no  specific  treatment  in  ft 
overdose  In  the  event  ot  overdose,  the  patient  should  be  treated  symptomahcally  and 
measures  instituted  as  required  Hemodialysis  does  not  significantly  enhance  clearance 
statin  DOSAGE  AND  ADMINISTRATION  The  patient  should  be  placed  on 
cholesterol-lowering  diet  before  receiving  CRESTOR  and  should  continue  on  this  diet  di 
ment  CRESTOR  can  be  administered  as  a  single  dose  at  any  time  ol  day,  with  or  wd 
Hypercholesterolemia  (Heterozygous  Familial  and  Nonfamili 
Mixed  Dyslipidemia  (Frednckson  Type  Ha  and  lib)  The  dose 
CRESTOR  is  5  to  40  mg  once  daily  Therapy  with  CRESTOR  should  be  individualized  ac 
goal  ol  therapy  and  response  The  usual  recommended  starting  dose  ot  CRESTOR  is  I 
daily  However,  initiation  of  therapy  wdh  5  mg  once  daily  should  be  considered  f( 
requiring  less  aggressive  LDL-C  reductions,  who  have  predisposing  factors  for  myopaf 
noted  below  lor  special  populations  such  as  patients  taking  cyclosponne  Asian  pal 
patients  with  severe  renal  insufficiency  (see  CLINICAL  PHARMACOLOGY,  Race,  ; 
Insufficiency,  and  Diug  Interactions  For  patients  wdh  marked  hypercho-lesterolem 
>I90  mg/dL)  and  aggressive  lipid  targets,  a  20-mg  starting  dose  may  be  considered  / 
lion  and/or  upon  titration  of  CRESTOR,  lipid  levels  should  be  analyzed  wdhin  2  to  4 1 
dosage  adjusted  accordingly  The  40-mg  dose  ot  CRESTOR  is  reserved  only  lor  thos 
who  have  not  achieved  their  LDL-C  goal  utilizing  the  20  mg  dose  ol  CRESTOR  once 
WARNINGS,  Myopathy/  Rhabdomyolysis).  When  initiating  statin  therapy  or  switc 
another  statin  Iherapy.  Ihe  appropriate  CRESTOR  starting  dose  should  first  be  utilized 
then  titraled  according  to  Ihe  patients  individualized  goal  ol  Iherapy  Homo 
Familial  Hypercholesterolemia  The  recommended  starting  dose  ol  CR 
20  mg  once  daily  in  patients  with  homozygous  FH  The  maximum  recommended  dai 
40  mg  CRESTOR  should  be  used  in  these  patients  as  an  adjunct  to  other  lipid-lowenng  t 
(e.g..  LDL  apheresis)  pr  if  such  treatments  are  unavailable  Response  to  therapy  shou 
mated  Irom  pre-apheresis  LDL-C  levels  Dosage  in  Asian  Patients  Initiation  of 
therapy  wdh  5  mg  once  daily  should  be  considered  for  Asian  patients  The  potential  to' 
systemic  exposures  relative  lo  Caucasians  is  relevant  when  considenng  escalation  of  dos 
where  hypercholesterolemia  is  not  adequately  controlled  at  doses  of  5, 10  or  20  mg  t 
(See  WARNINGS,  Myopathy/  Rhabdomyolysis,  CLINICAL  PHARMACOLOGY  Special  Po 
Race,  and  PRECAUTIONS.  General)  Dosage  in  Patients  Taking  Cyclosp 
patients  taking  cyclosponne.  therapy  should  be  limited  to  CRESTOR  5  mg  once  daily  (si 
INGS,  Myopathy/Rhabdomyolysis.  and  PRECAUTIONS.  Drug  Interactions)  Concc 
Lipid-Lowering  Therapy  The  effect  of  CRESTOR  on  LDL-C  and  total-C  may  be 
when  used  in  combination  with  a  bile  acid  binding  resin  If  CRESTOR  is  used  in  combin 
gemfibrozil,  the  dose  of  CRESTOR  should  be  limited  to  10  mg  once  daily  (see  W/ 
Myopathy/Rhabdomyolysis,  and  PRECAUTIONS.  Drug  Interactions)  Dosage  in  P 
With  Renal  Insufficiency  No  modification  of  dosage  is  necessary  for  patients 
to  moderate  renal  insufficiency  For  patients  with  severe  renal  impairment  (CLj,  <30 
1 73  m')  not  on  hemodialysis,  dosing  ot  CRESTOR  should  be  started  at  5  mg  once  daily  i 
exceed  10  mg  once  daily  (see  PRECAUTIONS.  General,  and  CLINICAL  PHARMACOLOG 
Populations.  Renal  Insufficiency). 

NOTE:  This  summary  provides  important  information  about  CRESTOR  For  more  inlc 
please  ask  your  doctor  or  health  care  professional  aboul  the  lull  Prescribing  Inform, 
discuss  il  with  them 

Rx  only 

CRESTOR  is  a  trademark  of  the  AstraZeneca  group  of  companies 
©AstraZeneca  2005 

Licensed  from  SHIONOGI S  CO.,  LTD..  Osaka.  Japan 
Manufactured  for  AstraZeneca  Pharmaceuticals  LP 
Wilmington,  DE  19850 
By:  IPR  Pharmaceuticals,  Inc. 
Carolina.  PR  00984 

PCC  630101  , 

30043-00  31028-00  Actra7orvara 

Rev03/05  228011  Mb II  dZ-tf I  ICLd 


TUITION  PLANNING 


College  Aid  Stratagems 

»rivate  schools  are  counting  inflated  home  costs  when  assessing  how  much  to 
jive  your  kid.  Here's  how  to  deal  with  this  and  other  traps  By  Ashlea  Ebeling 


■  OW  THAT  COLLEGES  HAVE  GONE  FROM  MERELY 
I  I  expensive  to  rapacious,  it's  not  just  average  Ameri- 
UB  cans  who  have  to  worry  about  financial  aid  formu- 

I  las.  The  upper- middle- income  class— by  which  we 
Wm  mean  people  making  $150,000  to  $300,000  a  year— 
ffected.  If  you  are  in  that  income  range  and  have  or  will  have 
s  attending  college,  start  planning  now.  Choices  you  make 
ay  about  buying  or  mortgaging  a  home  or  funding  a  pension 
Id  have  a  huge  impact  on  your  net  worth  after  the  college  bur- 
gets  through  with  you. 

Rising  home  values  have  laid  a  trap  for  families  aiming  to 
d  their  kids  to  expensive  private  colleges.  As  some  schools  fig- 


Should  Donna 
and  Michael 
Luecke  have  to 
hock  their 
house  so  Megan 
and  Ryan  can 
go  to  college? 


ure  it,  each  $100,000  gain  in  your  homes  value  makes  you  able  to 
contribute  $5,000  a  year  more  toward  college  costs,  which  can 
top  $45,000  a  year  now  (including  tuition,  fees  and  living 
expenses)  and  on  todays  trend  line  will  top  $100,000  by  2019. 
Other  schools  ignore  some  or  all  of  your  equity  when  deciding  if 
you  need  financial  aid.  It  isn't  easy  to  find  out  which  formula  a 
school  uses. 

Donna  Burtch  Luecke  works  in  a  bank;  her  husband, 
Michael,  is  a  biotech  consultant.  Last  year  his  business  struggled, 
and  they  earned  less  than  $100,000.  But  they  have  $300,000  in 
equity  in  a  1,600-square-foot  home  in  San  Diego  worth  $600,000. 
If  the  Lueckes'  twins,  high  school  seniors  Megan  and  Ryan,  pick 


MARCH  13,  2006      FORBES  65 


■r 


■1M 


TOYOTA 


if  HIS  IS  NOT  A  FAIRY  TALE.  IT'S  BETTER. 
It's  a  true  story  about  a  plant  that 
keeps  growing  and  growing.  It's  also 
•ory  about  a  company  called  Toyota. 
:he  year  19%,  Toyota  built  a  plant  in 
st  Virginia,  in  a  place  called  Buffalo. 
m  enough,  the  plant  was  producing 
inesr  Then  along  came  transmissions. 


The  plant  grew  and  grew — in  fact,  it 
expanded  five  times  in  nine  years! 

What  makes  this  story  so  exciting 
is  that  quite  a  few  of  Toyota's  plants  are 
growing.  Just  like  the  one  in  Buffalo. 
Just  like  the  company  called  Toyota.  It's 
a  true  story,  a  happy  story,  and  best  of 
all,  a  story  with  no  end  in  sight. 
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the  wrong  school  (aidwise,  that  is),  their  equity  could  boost  the 
Lueckes'  net  college  costs  $56,000  over  four  years,  figures  Debo- 
rah Fox,  whose  Fox  College  Funding  is  helping  the  Lueckes 
through  the  college  maze.  "Colleges  think  you're  sitting  on  a  gold 
mine,  but  it's  just  a  house,"  Donna  laments.  "There's  a  limit  to 
what  you  can  do  with  the  equity  if  you've  already  got  large  mort- 
gage payments." 

What  schools  expect  you  to  hock  your  house?  There's  no 
complete  list  available,  and  many  families  aren't  aware  it's  an 
issue.  "It's  the  inside  story  of  needs  analysis,"  says  Carl  Buck,  vice 
president  of  College  Funding  Solutions  at  Thomson  Peterson's,  a 


Higher  (Priced)  Ed 


The  average  annual  tab  for  a  four-year  private  college,  even  adjusted 
for  inflation,  has  more  than  doubled  in  the  past  20  years. 


$30  (thou) 

Average  published  tuition. 

25 

fees,  room  and  board. 
Constant  2005  dollars. 

10 

Source:  College  Board. 
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publisher  of  college  guides.  Parents'  ignorance  is  understandable; 
the  standard  Free  Application  for  Federal  Student  Aid  (Fafsa) 
form,  used  to  determine  eligibility  for  federal  grants  and  subsi- 
dized loans,  hasn't  asked  about  homes  since  1992.  Most  state  uni- 
versities use  only  the  federal  form. 

But  when  hundreds  of  private  schools  (and  a  few  leading 
public  ones,  such  as  the  University  of  Michigan  at  Ann  Arbor 
and  the  University  of  North  Carolina  at  Chapel  Hill)  parcel  out 
their  own  funds  for  aid,  they  do  ask  about  houses  and  other 
assets,  in  addition  to  income.  (Some  also  count  stepparents'  and 
noncustodial  parents'  income  and  assets;  Sarah  Lawrence 
College  even  extends  that  to  homosexual 
partners.) 

From  all  this  a  school  calculates  your 
"expected  family  contribution."  If  that  is 
less  than  expected  costs — including  tuition, 
fees  and  living  expenses — the  school  helps 
bridge  the  gap  with  some  combination  of  tuition  breaks,  loans  to 
parents  or  student  and  maybe  a  campus  job  for  the  kid.  This  is 
"need-based  aid,"  as  opposed  to  "merit  aid,"  which  goes  to  desir- 
able students  irrespective  of  income. 

Aid  formulas,  alas,  are  taking  on  some  of  the  complexities  of 
the  federal  tax  code,  and  also  give  rise  to  the  familiar  phenome- 
non of  marginal  tax  rates.  Your  marginal  rate  is  the  penalty  you 
pay  for  earning  an  incremental  dollar  of  income.  In  the  most 
widely  used  private  college  aid  formula  a  family  of  four  reaches  a 
46%  marginal  rate  on  only  $66,000  of  available  aftertax  income, 


says  Sandy  Baum,  senior  policy  analyst  at  the  College  Boai 
That  is,  if  you  squeeze  an  extra  dollar  of  take-home  pay  out 
your  boss,  46  cents  of  it  belongs  to  the  college. 

Surprisingly,  "available  income"  includes  money  you  co 
tribute  to  a  401(k),  even  if  you  have  no  other  pension.  Schoc 
usually  let  you  deduct  big  medical  expenses  and  sometimes  pi 
vate  school  tuition  for  younger  kids.  There's  also  a  wealth  levy: 
a  family  of  four,  parents  are  expected  to  kick  in  5%  of  certa 
nonretirement  assets  above  $42,000  as  part  of  their  annual  far 
ily  contribution. 

If  you  have  two  kids  in  college  at  the  same  time,  your  tot 
expected  family  contribution,  for  both  kids  con 
bined,  rises  just  20%  above  the  one-child  level.  Th 
means  that  with  two  kids  in  college  you  can  quali 
for  aid  at  a  higher  income  level — perhaps  with  a  gro 
as  high  as  $240,000,  compared  with  $160,000  for  oi 
child,  says  Baum. 

There  are  lots  of  variations  from  school  to  schoc 
but  the  most  significant  one  is  the  treatment  of  yoi 
house.  Princeton  and  Carnegie  Mellon  don't  coui 
home  equity  at  all.  Skidmore  includes  all  home  equi 
in  parental  assets  but  makes  exceptions,  such  as  (in  on 
recent  case)  for  a  widow  who  had  used  insurance  pr« 
ceeds  to  pay  off  her  mortgage,  says  Robert  Shorb,  Ski' 
more  director  of  student  aid  and  family  finance. 

Here's  a  weird  one:  29  elite  schools — known  as  tl 
568  Presidents'  Group,  after  the  federal  antitrust  exce] 
tion  that  allows  them  to  set  joint-aid  rules — count  tl 
market  value  of  a  house,  up  to  2.4  times  a  family's  income,  as  a 
available  asset,  regardless  of  a  family's  equity.  (If  your  income 
$100,000,  the  cap  is  $240,000,  and  you're  supposedly  able  to  kic 
in  an  extra  $12,000  a  year  from  your  house,  even  if  it's  alreac 
mortgaged  to  the  rafters.)  Happily,  the  568  group,  includir 
Dartmouth,  Duke  and  the  University  of  Pennsylvania,  plans  t 
change  to  a  more  generous  scheme  that  counts  only  equity  an 
caps  that  at  1.2  times  income.  (Member  schools  are  listed 
568group.org.) 

Another  way  to  detect  a  school  that  will  probably  make 
house  grab:  if  it  asks  you  to  fill  out  the  College  Board's  CSS  Profi 


The  college  aid  rules  impose  both  a 

marginal  Income  tax  and  a  wealth  tax. 


form.  Most  Profile  form  schools  count  at  least  some  equity,  usin 
one  of  four  College  Board  methods.  When  we  asked  financial  ai 
officers  at  several  of  those  schools  which  method  they  used,  the 
said  they'd  have  to  look  it  up.  If  even  they  don't  know,  how  ca 
families — with  young  kids  or  teens — plan? 

Some  pointers  for  parents  of  college-bound  kids: 

Instead  of  investing  in  a  fancier  house,  stuff  your  tax 
advantaged  retirement  accounts— before  the  kids  appl; 
Although  schools  essentially  expect  you  to  stop  making  401(k 
contributions  while  your  kids  are  in  college,  few  count  the  mone 
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A  pioneer  on  the  Internet,  1 -800-FLOWERS.COM  is  now  a  leading  multichannel  retailer  with  more  than 
15  million  customers.  Brand  loyalty  -  rooted  in  personal,  one-to-one  customer  relationships  -  has  helped  the 
company  flourish.  And  that's  where  SAS  comes  in.  With  SAS  business  intelligence  and  analytics  software, 
1 -800-FLOWERS.COM  can  quickly  understand  customer  behaviors,  target  products  and  offers,  and 
predict  results  that  strengthen  its  overall  CRM  strategy.  The  result?  A  15  percent  increase  in  customer 
retention.  To  learn  more  about  1 -800-FLOWERS.COM  and  other  SAS  success  stories  that  go  Beyond  S/',M 
call  1  866  680  7120  or  visit  our  Web  site.  ' 


www.sas.com/flourish 


already  in  retirement  accounts,  no  matter  how  much,  as  assets 
available  to  fund  college.  "Very  few  people  know  or  understand 
that,"  says  college  planner  Troy  Onink  in  Russell,  Pa. 

►  Empty  any  accounts  in  the  kids'  names.  Private  schools 
expect  students  to  contribute  25%  of  any  assets  in  their  names  to 
college  bills  each  year.  The  federal  formula  requires  a  35%  contri- 
bution. (That  will  drop  to  20%  beginning  in  the  2007-08  school 
year.)  You  can  legally  deplete  kids'  accounts  to  pay  for  camp  or  a 
computer.  Or  move  the  money  into  a  529  college  savings 
account,  says  Joe  F.  Hurley,  founder  ofSavingforcollege.com.  Pri- 
vate schools  count  529s  owned  by  students  as  parental  assets, 
meaning  just  5%  of  the  balance  is  included  in  the  expected  fam- 
ily contribution.  And  it  appears,  as  a  result  of  a  new  law,  the  fed- 
eral formula  will  adopt  the  same  approach  to  529s,  says  Hurley. 
(Grandparent-owned  529s  aren't  counted  as  parental  assets,  but 
withdrawals  from  them  are  sometimes  counted  as  student 
income.) 

►  Apply  for  aid,  even  if  you  think  you  don't  quite  qualify. 
And  watch  the  deadlines.  The  June  30  deadline  printed  on  the 
federal  form  is  misleading;  each  college  has  its  own,  usually  much 


earlier  deadline.  Many  schools  won't  even  consider  you  for  m 
aid  unless  you  also  fill  out  the  financial  aid  application. 

►  Without  lying,  lowball  the  value  of  your  house.  Defens 
approach:  Figure  what  you  could  get  (minus  commissions  ; 
taxes)  if  you  had  to  sell  in  30  days. 

►  Don't  assume  the  results  you  get  from  Web  calculator 
even  on  a  school's  own  site — are  necessarily  accurate.  Exam 
Dartmouth's  calculator  asks  for  your  home  equity,  while 
school,  one  of  the  568  group,  now  looks  at  the  home's  mar 
value.  "We  do  not  attempt  to  explain  the  intricacies  of  the  1 
mula  on  our  Web  site,"  says  Virginia  Hazen,  director  of  finan* 
aid.  Oh.  Talk  to  financial  aid  counselors  at  the  colleges  your  cl 
has  applied  to.  And  then  write  a  personal  letter  explaining  ; 
unusual  circumstances — say,  if  you  lost  your  job  or  reporte 
big,  one-time  capital  gain. 

►  When  the  time  comes  to  pay  the  bill,  consider  usin 
home  equity  loan  or  line  of  credit  instead  of  the  federally  sp< 
sored  parent  Plus  loans.  As  part  of  a  budget  cut  Congress  j 
passed,  as  of  July  1  the  interest  rate  on  Plus  loans  will  be  fixec 
8.5%,  more  than  double  the  rate  two  years  ago. 
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Hedging  For 
Dummies 

Want  to  protect  against 
rising  gas  costs  or  falling 
house  prices?  Good  luck. 

By  Emily  Lambert 

LIFE  IS  BESET  WITH  FINANCIAL 
hazards.  Your  new  SUV  becomes 
uneconomic  when  gasoline  shoots 
to  $4.  The  housing  bubble  collapses  just 
when  you're  in  the  middle  of  a  relocation 
and  carrying  two  houses.  A  jump  in 
the  euro  makes  your  summer 
vacation  unaffordable. 

Big  corporations 
hedge  away 
financial  risks 
in  the  futures  market 
on  the  Chicago  Mercantile 
Exchange,  among  other  trading  venues. 
What's  the  little  investor  supposed  to  do? 
John  Nafeh  has  an  answer:  Buy  Hedgelets. 

Nafeh,  63,  in  late  2004  launched 
HedgeStreet,  a  vehicle  for  making  tradable 
microbets  on  the  prices  of  things  like 
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Risky  bet:  HedgeStreet's  John  Nafeh  think 
there's  a  market  for  $10  options. 

homes,  gold,  foreign  currencies  and  oil.  A 
we  do  mean  micro:  Most  Hedgelets 
worth  a  maximum  of  $10.  You'd  need  to  t 
a  lot  of  them  in  order  to  insure  yours 
against  typical  annualized  household  ris 
HedgeStreet  bills  its  contracts  as  "sm 
inexpensive,  easy-to-understand"  and  s; 
they  open  "markets  never  before  acc 
sible  to  individual  traders."  T 
firm's  Web  site  invokes  Char 
Schwab's  revolutionary  discoui 
brokerage  idea,  and  it  has  a  pi 
from  famed  economist  Rob' 
Shiller:  "HedgeStreet's  produ 
are  the  next  generation  of  insti 
ments  that  address  econon 
risks  faced  by  people  every  dc 
HedgeStreet  is  regulated  by  t 
Commodity  Futures  Tradi 
Commission.  There  is  no  tra 
ing  floor;  all  trading  is  onlii 
A  nice  idea  in  principle,  b 
it  remains  to  be  seen  wheth 
HedgeStreet  will  enable  ore 
nary  folk  to  sleep  better.  Indee 
the  pathetic  trading  volurr 
gaping  bid/ask  spreads  ai 
ridiculously  short  contra 
maturities  (rarely  stretchii 
beyond  7  days)  are  enough 
make  any  intelligent  investor's  h; 


Objective,  independent,  third-party  research. 
Can  your  broker  say  that? 


FREE  MONEY 

Open  a  TD  Waterhouse 
account  and  get  a  one-year 
subscription  to  Money® 
magazine,  FREE. 


Go  to  tdwaterhouse.com/money 

and  enter  offer  code:  MRCFBM 


At  TD  Waterhouse,  you  can  feel  confident 
in  the  objectivity  of  the  research  and 
information  they  provide.  Because  it 
comes  from  independent,  third-party 
sources.  Not  in-house  research  analysts. 

You'll  find  offerings  like  MarketEdge 
Second  Opinion.  Standard  &  Poor's 
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like  their  Stock  Screeners  that  let  you 


"screen"  for  investment  ideas  according 
to  various  criteria,  including  10 
pre-defined  Standard  &  Poor's  strategies. 

So  if  your  current  broker's  lack  of 
objectivity  is  a  concern,  check  out 
TD  Waterhouse.  They  make  it  easy  to 
switch,  and  easy  to  invest  on  your  own. 

You  can  do  this.  Switch  today 
to  TD  Waterhouse.  The  alternative 
to  higher-priced  brokers. 
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curl.  HedgeStreet  admits  its  site  right  now  is 
best  for  speculators,  but  its  hedging  viabil- 
ity will  improve  with  liquidity. 

Nafeh,  who  has  a  doctorate  in  decision 
and  risk  analysis  from  Stanford,  opened  the 
hedge  trading  business  in  San  Mateo,  Calif, 
with  an  undisclosed  amount  from  a  venture 
capital  firm  he  runs,  plus  other  support  he 
won't  identify.  Trading  volume  last  year  was 
all  of  1  million  contracts,  worth  $5  million. 
By  way  of  contrast,  the  Chicago  Merc  does 
$3  trillion  in  one  day  of  trading. 

The  classic  commodity  option  is  a  con- 
tract that  gives  the  buyer  the  right,  but  not 
the  obligation,  to  buy  or  sell  something  at 
a  particular  price.  A  $68  June  call  on  oil  is 
worth  one  dollar  for  every  dollar  that  oil  in 
June  lands  above  $68,  times  the  number  of 
barrels  involved.  Nafeh's  main  product  is 
something  quite  different — namely,  a  binary 
option  that  pays  either  $10  or  nothing.  The 
idea  is  to  make  hedging  simpler  and  more 
affordable  for  the  little  guy.  No  question, 
Hedgelets  are  affordable  if  you  measure  that 
property  only  by  contract  size.  The  small- 
est oil  option  on  the  New  York  Mercantile 
Exchange  (a.k.a.  the  Nymex)  is  for  1 ,000  bar- 
rels, and  a  $59  March  call  expiring  Feb.  15 
was  trading  on  Feb.  1 4  for  $820. 

The  simplicity  of  HedgeStreet's  offer- 
ings is  more  debatable.  Their  unconven- 
tional nature  makes  it  hard  to  compare 
binary  options  with  regular  commodity 
contracts.  Take  a  $59  oil  Hedgelet  matur- 
ing Feb.  15  (the  latest  available  on  Feb.  14). 
Buy  it  and  you  collect  $10  if  oil's  ending 
price  is  above  $59  but  nothing  if  the  price 
ends  at  or  below  $59.  Take  the  other  side 
of  the  bet  and  you  collect  $10  if  the  price 
ends  below  $59. 

Say  it  will  cost  you  $8  to  buy  the  bull- 
ish bet.  A  seller  puts  down  $2  for  the  bear- 
ish bet.  Now,  making  a  comparison  to  a 
mainstream  commodity  option  requires  a 
little  work  on  the  back  of  an  envelope. 
Roughly  speaking,  the  simultaneous  pur- 
chase of  50  bullish  $59  Hedgelets  and  50 
bullish  $60  Hedgelets  would  have  the  same 
payoff  as  buying  one  $59  Nymex  call  and 
selling  one  $60  Nymex  call.  (With  either  pair 
of  trades  you  get  no  payout  if  oil  ends  below 


$59,  $1 ,000  if  oil  ends  above  $60  and  some- 
thing between  $0  and  $1 ,000  if  oil  ends  in 
between.)  As  of  Feb.  14  the  two  Hedgelet 
trades  would  have  cost  you  $60d  at  asked 
prices.  The  Nymex  strategy  would  have  cost 
you  $510. 

All  these  prices  are  before  fees.  To  trade 
on  Nymex,  broker  fees  run  about  $20  a  turn, 
so  our  hypothetical  buyer  would  pay  be- 
tween $40  and  $80  in  broker  fees.  From  each 
bull/bear  pair  of  binary  Hedgelets, 
HedgeStreet  collects  30  cents  in  closeout  fees 
plus  a  minimum  of  10  cents  in  trading  fees. 
Our  hypothetical  buyer  of  100  Hedgelets 
would  pay  between  $5  and  $35  in  fees. 

It  appears  that  Hedgelets  will  get  the  60- 
40  tax  treatment  often  accorded  to  futures 
and  options:  Gains  and  losses  are  considered 
60%  long  term,  40%  short  term. 

The  main  problem  with  Hedgelets  is 
their  miserable  liquidity.  So  thin  is  trading 


their  lunch  money.  They  are,  for  the  mc 
part,  not  terribly  practical  for  people  coi 
cerned  about  big  economic  risks  in  the 
lives.  The  gasoline  Hedgelets,  for  exampl 
extend  out  only  a  week.  Nafeh  says  he  plai 
to  introduce  contracts  that  run  for  longe 

The  real  estate  Hedgelets  settle  quarter 
letting  a  trader  take  a  position  on  what  tl 
median  single  family  home  will  cost  in  s 
markets:  Chicago,  Los  Angeles,  Miair 
New  York,  San  Diego  and  San  Francisc 
Presumably  you  could  protect  against  a  d* 
cline  in  a  home's  value  by  taking  the  sho 
side  in  a  few  thousand  Hedgelets — assun 
ing  you  can  find  a  counterparty.  But  wit 
thin,  flaky  trading  volume,  how  do  yc 
know  if  the  Hedgelet  price  is  anything  clo: 
to  fair  value? 

Here's  our  advice  to  people  who  wai 
to  protect  against  financial  risks:  Look  fc 
some  heavily  traded  stock  or  stock  optic 


Problems:  pathetic  trading  volumes 
and  ridiculously  short  maturities. 


that  on  some  days  many  contracts  trade  as 
few  as  20  Hedgelets  or  none  at  all.  Bid/ask 
spreads  get  comically  wide  at  times.  One  nat- 
ural gas  contract  was  recendy  quoted  as 
$3.25  bid,  $6.73  ask.  Not  that  you  would  ever 
do  anything  so  stupid,  but  what  if  you  were 
to  buy  each  side  of  this  bet  at  the  less  favor- 
able price?  You'd  pay  $6.73  for  the  long  side; 
on  the  short  side  you'd  pay  the  difference  be- 
tween $10  and  $3.25.  You'd  spend  a  com- 
bined $13.48  for  the  right  to  collect  $9.70 
at  maturity — a  sure  way  to  lose  money. 

You  could,  of  course,  place  a  limit 
order  somewhere  in  the  middle  of  the 
spread  and  hope  that  your  trade  is  met  by 
a  speculator  on  the  other  side.  And, 
assuming  you  can  find  someone  willing 
to  take  a  bet  off  your  hands,  you  can  exit 
before  maturity.  Nafeh  won't  say  how 
many  contracts  never  trade  at  all  during 
their  lifetimes  for  want  of  two  players 
willing  to  meet  at  some  price. 

These  $10  bets  may  have  some  appeal 
for  speculators  who  want  to  shoot  craps  with 


to  buy.  If  heating  oil  or  gasoline  bil 
worry  you,  pick  up  $20,000  worth  ( 
shares  in  a  big  oil  company  and  just  sit  o 
them.  If  a  real  estate  collapse  is  on  yoi 
mind,  wait  until  April,  when  the  Chicag 
Merc  opens  trading  in  futures  keyed  to 
real  estate  index  in  ten  cities;  each  futui 
tracks  approximately  $50,000  worth  ( 
home  value.  Don't  jump  into  Chicag 
Merc  real  estate  until  trading  volume  top 
500  contracts  a  day,  there  is  increasin 
open  interest  to  show  it's  not  just  a  few  da 
traders  and  the  bid/ask  spread  is  no  won 
than  2%  of  contract  value. 

What  if  the  Merc  home  price  futui 
never  gets  off  the  ground?  As  a  crude  (bi 
at  least  fairly  priced)  approximation  of  th 
insurance  you  need,  you  could  buy  som 
put  options  on  heavily  traded  horn 
builder  stocks.  Yet  another  option  is  to  d 
nothing.  Better  to  incur  a  small  risk  th< 
the  real  estate  market  will  go  against  yo 
than  a  large  risk  of  getting  hosed  o 
bid/ask  spreads.  I 
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Your  company's  IPO.  The  most  crucial  moment  in  its  history. 
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|*»  PRICELINE.COM 

Beaming  Up.  Wide-ranging  travelers  Captai 
K.rk  and  Mr.  Spock  are  ideal  shills  for  Priceline.corr 
which  went  public  in  March  1999  at  $96  (adjusted  for 
l-for-6  reverse  split),  touting  a  "name  your  own  price 
model  that  offered  travelers  big  discounts  in  return  fo 
little  control  over  travel  times.  But  airline  pricing  ha 
become  so  competitive  that  Priceline  is  no  longer  worth 
the  hassle  for  many.  The  stock  spiked  to  $990  in  Apri 


ThP  MrlrifPti    DYNCORP  INTERNATIONAL 

I  CI  I       Outsourcing  Security.  Dyncorp  which  went 

private  in  1987,  plans  to  become  a  public  company  again 
Its  14,000  people  (in  35  countries)  pull  in  $1.9  billion  in 
sales,  providing  civilian  and  military  government  agencies 
with  specialized  technical  services,  such  as  aviation  serv- 
ices and  law  enforcement  training  and  support.  DynCorp 
became  a  wholly  owned  subsidiary  of  Computer  Sciences 
in  2003,  which  then  sold  it  in  2005  to  Veritas  Capital 


By  Scott  DeCarlo,  Shlomo  Reifman  a 


SOME  OF  THE  OLD  FERVOR  IS  BACK  IN  THE  MA 
public  companies.  January  saw  11  offerings 
Renaissance  Capital  in  Greenwich,  Conn.,  and  t 
billion.  Compare  January  2000,  near  the  peak  of 
$3.1  billion  hauled  in  on  17  issues.  Thomson  Fir — 
that  three  of  this  year's  new  issues,  or  27%,  were  priced  above 
listed  in  their  offering  prospectuses;  31%  exceeded  their  initik 
of  2000. 

Another  sign  that  the  new-issues  market  is  heating  up 
offerings  had  an  average  first-day  gain  of  16%  versus  the  7°/ 
2001.  Richard  Peterson,  an  analyst  at  Thomson,  forecasts  tlv 
nies  will  go  public  this  year. 

Since  the  start  of  2005  virgin  companies  have  accounted!^ 
new- issue  business,  retreads  of  leveraged  buyouts  the  remaif^ 
are  willing  to  open  up  to  these  reverse  deals,  even  though  they  i 


ALEXZA  PHARMACEUTICALS 

Early  Stages.  Alexza  Pharmaceuticals  is  developing 
promising  drugs,  but  as  with  any  pharma  upstart  there  is 
a  risk  that  the  drugs-in  this  case,  treatments  for  acute 
migraine  headaches,  panic  attacks,  agitation  and  pain- 
won't  pass  clinical  trials.  Other  than  $6  million,  mostly 
from  government  grants,  the  company  has  generated 
little  revenue  since  its  formation  in  2000,  while  its 
accumulated  losses  total  $77  million.  Alexza  has  three 


SbObil 


LEVERAGED  BUYOUTS 
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GO  PRIVATE,  GO  PUBLIC 

Investment  banks  get  companies  going  and  comit 
on  Wall  Street.  This  chart  of  deal  volume  shows,  ir 
blue,  a  wave  of  leveraged  buyouts,  and  then,  in  gi 
a  succeeding  wave  of  public  offerings.  The  latter 
statistics,  toting  the  annual  capital  raised  from  nc 
issues  with  offer  prices  of  $5  or  more  and  gross 
proceeds  of  at  least  $5  million,  include  both 
leveraged  buyouts  being  unwound  (like  Fort  How 
and  American  Standard)  and  companies  making  z 
first  trip  to  the  public  equity  markets  (like  Googlt 
and  United  Parcel  Service). 
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Leveraged  buyout  figures  are  for  privatizations  of  publicly  traded  ccThomson  Financial. 
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only  to  crash  to  $6  in  October  2002.  It  has 
ered  to  $22. 

/bale  U.S.  customers  still  have  the  option  to 
>r  travel  services,  Priceline  also  began  offering 
re  traditional  booking  service  online.  Over  the 
12  months  the  company  earned  $35  million 
x,  on  revenue  of  $950  million.  Priceline.com 
sells  for  an  unbubble-like  15  times  its  2006 
;nsus  earnings  forecast. 
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agement.  Since  fiscal  2003  DynCorp's  revenues 
>perating  income  (earnings  before  interest,  taxes, 
eciation  and  amortization)  have  increased  at 
lal  rates  of  28%  and  50%,  respectively.  Backlog  as 
:ptember  2005:  $3  billion.  DynCorp  brags  that 
:  2003  it  has  won  81%  of  new  or  renewed  con- 
s  on  which  it  bid.  Leverage  remains  high:  The 
>  of  debt  to  total  capital,  currently  at  74%,  is 
;cted  to  fall  to  63%  following  the  offering. 
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d  are  based  on  the  median  company.  'The  ending 
lue  of  $1  invested  in  the  S&P  500.  Sources:  FT  Inter- 
vstems;  Forbes. 


)ffer  value 


PERFORMANCE 


ipounds  in  early  clinical  trials,  with  a  fourth 
duled  to  begin  soon,  and  is  also  developing  a  new 
nology  to  deliver  drugs.  Before  its  public  equity 
ring  Alexza  had  $38  million  in  cash,  which  will 
!  it  stay  afloat  while  it  seeks  Food  &  Drug  Admin- 
ition  approval.  Francis  Gaskins,  president  of  IPO 
ktop,  cautions  that  unlike  many  successful  start- 
in  this  field,  Alexza  has  yet  to  tie  up  with  a  big 
rmaceutical  company. 
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through  Jan.  31  and  are  based  on  the  median 
ted  in  the  stock,  divided  by  the  ending  value  of  $1 
ictive  Data  and  Reuters  Fundamentals  via  FactSet 
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1/05  to  1/31/06),  offering  prices  of  $5  or  more  and 
funds,  limited  partnerships,  real  estate 
;ted  in  the  stock,  divided  by  the  ending  value  of 
actSet  Research  Systems;  IPO  Desktop;  Hoover's; 
al;  Forbes. 
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A  lot  of  people  have  their  fingers  crossed  as  New  River  tests  a  novel  dru 
for  attention  deficit  disorder  |  By  Andy  Stone 


THERE  HAS  BEEN  NO  SHORTAGE 
of  attention  on  Adderall  XR, 
Shire  Pic's  popular  stimulant 
used  to  calm  and  focus  millions 
of  children  and  adults  with 
attention  deficit  hyperactivity  disorder,  or 
ADHD.  Bad  press  bedevils  the  drug  and 


others  in  its  class,  including  off-patent 
Ritalin,  for  their  rampant  abuse  by  the 
young,  many  of  whom  pop  unprescribed 
pills  to  study  all  night,  or  crush  and  snort 
them  for  orgasmic  highs.  In  February  a 
federal  advisory  panel  found  sufficient 
links  between  these  stimulants  and  seri- 


ADHD  sufferers  Jack,  Brian  and  Alex 
Thompson  would  prefer  fewer  doctc 

ous  heart  problems  to  recomi 
harsher  warning  on  every  bottle, 
also  fighting  generics  makers  that 
void  Adderall  XR's  patent  protect 
due  to  lapse  until  2018.  (The  XR  st 
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Health 


extended  release.) 

Despite  these  nagging  issues,  Shire's 
stock  has  only  gone  up.  Why?  Adderall  XR 
sales  continue  to  rise,  up  20%  to  $730  mil- 
lion last  year.  The  drug  is  45%  of  the  com- 
pany's total  revenue  and  tops  all  others  on 
the  market,  including  Alza's  Concerta  and 
methylphenidate,  the  generic  name  for 
Ritalin.  And  Shire  is  about  to  get  what 
may  be  a  huge  boost  from  a  partnership 
with  tiny  New  River  Pharmaceuticals  of 
Radford,  Va. 

New  River  in  November  successfully 
completed  late-stage  trials  of  an  experi- 
mental stimulant  that  is  a  modified  ver- 
sion of  the  stimulant  dextroamphetamine. 
Dextroamphetamine,  which  has  been 
around  for  a  long  time  (originally  under 
the  brand  name  Dexedrine)  is  one  of  the 
four  active  ingredients  in  Adderall  XR. 
The  clever  modification  of  the  molecule 
consisted  in  cloaking  it  with  an  amino 


lessly  moving  through  15  jobs  in  25  years. 
He  says  he  would  be  thrilled  not  to  have 
to  see  the  doctor  every  month  for  a  refill. 

New  River  had  planned  to  bring  this 
drug  to  market  alone,  but  Shire  wanted  it 
badly  and  had  something  to  offer:  a  pow- 
erful marketing  department.  "We  had  to 
believe  that  the  top  line  would  be  more 
than  two  times  what  we  would  have  done 
on  our  own,"  says  New  River  Chief  Execu- 
tive Randal  Kirk. 

New  River  cut  itself  a  very  favorable 
deal  that  could  bring  in  a  quick  $500 
million  in  milestone  payments  if  the 
drug  makes  it  to  market  with  a  relaxed 
safety  classification.  Shire  has  already 
paid  New  River  $100  million  toward  that 
bonus.  If  the  drug  goes  on  sale,  New 
River  will  get  an  additional  25%  of 
profits  in  the  first  two  years  and  50% 
after  that.  Typical  royalty  deals  fall  in  the 
15%  to  25%  range. 


tation  with  painkillers  and  stimulan 
such  as  amphetamines.  In  the  summer 
2004  New  River  started  to  focus  heavi 
on  work  with  amphetamines.  That  f; 
Kirk  met  with  Shire.  A  deal  was  cut  with 
a  few  months. 

To  score  with  the  Adderall  substitui 
New  River  has  to  make  two  federal  age 
cies  happy.  It  must  persuade  the  FDA  th 
the  drug  is  safe  and  effective,  ar 
persuade  the  Drug  Enforcement  Admi 
istration  that  the  drug  is  not  terrib 
addictive  or  easily  abused.  Trials  a 
under  way  at  Johns  Hopkins  Universi 
to  determine  if  New  River's  drug  shou 
be  on  Schedule  II,  like  crack  or  opium, 
on  the  more  liberal  Schedule  IV,  lil 
Xanax  and  Valium.  In  these  trials  addk 
are  given  either  the  modified  dextroar 
phetamine  or  diethylpropion,  a  Schedu 
IV  weight-loss  drug,  to  see  which  tb 
would  prefer  if  they  were  looking  for 


Hew  River  shares  are  u 


acid  designed  to  come  off  only  if  the  pill  is 
digested.  Those  seeking  to  crush  and 
snort  are  thwarted.  And  patients  are  far 
less  likely  to  orally  overdose.  New  Rivers 
lab  tests  showed  it  was  impossible  for  rats 
to  get  a  lethal  dose  no  matter  how  much 
speed  they  ingested. 

Shire  bought  the  rights  to  market  New 
River's  drug  worldwide  in  early  2005.  If 
the  Food  &  Drug  Administration 
approves  Shire's  concoction,  the  modified 
drug  could  win  a  far  less  restrictive  classi- 
fication than  traditional  stimulants,  allow- 
ing patients  to  refill  their  prescriptions 
twice  a  year  instead  of  once  a  month.  FDA 
approval  could  happen  as  early  as  this  fall. 
That  convenience  would  give  Shire  a 
daunting  marketing  advantage,  and  allow 
the  company  to  retire  Adderall  while 
extending  its  ADHD  franchise  for  another 
decade  or  more. 

The  drug's  arrival  would  be  great  news 
for  Brian  Thompson,  a  48-year-old  man- 
agement consultant  in  Baltimore.  He  and 
his  two  sons,  16  and  20  years  old,  take 
Adderall  XR.  The  senior  Thompson 
started  on  the  drug  a  year  ago,  after  deal- 
ing with  the  disorder  for  decades,  rest- 


New  River  raised  $32  million  in  an 
initial  public  offering  in  August  2004,  and 
now,  with  the  stock  up  eightfold  to  date, 
commands  a  $1  billion  market  value. 
That's  rich,  even  for  a  successful  ADHD 
drug.  Investors  are  evidently  betting  that 
New  River  could  take  its  amino  acid  trick 
to  other  shelves  in  the  drugstore.  Adding  a 
mystique  to  the  process,  the  company 
makes  a  fuss  over  keeping  the  name  of  the 
amino  acid  a  secret. 

New  River's  apparent  success  is  sweet 
recompense  for  Kirk,  who  for  ten  years 
funded  the  company  largely  on  his  own 
and  started  disappointingly  with  a  thy- 
roid hormone  that  has  yet  to  reach  clini- 
cal trials.  When  Kirk  started  New  River 
in  1995  (he  still  owns  56%  of  it),  he  was 
also  running  another  firm  he  had 
cofounded,  General  Injectables  &  Vac- 
cines, a  pharmaceutical  distributor  that 
was  sold  to  Henry  Schein  in  1998  for 
$100  million. 

When  work  on  the  thyroid  drug 
stalled  in  the  late  1990s,  New  River's 
chemists  came  up  with  the  amino  acid 
idea.  The  New  River  lab  set  off  in  several 
directions,  pursuing  the  molecular  adap- 


high.  People  who  own  shares  of  Ne 
River  are  praying  that  the  abusers  pref 
diethylpropion. 

The  most  ominous  roadblock  to  tl 
success  of  New  Rivers  drug — and,  for  th 
matter,  the  entire  class  of  ADHD  stim 
lants — is  the  possibility  that  it  increas 
the  risk  of  serious  heart  problems.  An  FT 
advisory  panel  recommended  strong 
warning  labels,  but  the  FDA  has  yet 
accept  the  panel's  suggestion.  Canadi; 
regulators  suspended  Adderall  XR  early 
2005  because  of  such  concerns,  allowing 
back  to  market  with  a  warning  label. 

Shire  needs  a  quick  victory.  Compe; 
tor  Cephalon  is  awaiting  approval  to  ma 
ket  its  $512  million  (2005  sales)  Provij 
stimulant  as  a  blood-pressure  friend 
ADHD  drug.  Eli  Lilly's  stimulant-fn 
Strattera  has  raced  to  $666  million 
annual  sales  since  its  introduction  in  200 
In  January  Shire  reached  an  agreeme 
with  generics  maker  Impax  to  allow  tl 
sale  of  generic  Adderall  XR  in  2010.  B 
legal  challenges  brought  by  Ba 
Laboratories,  Teva  Pharmaceutical  ar 
others  could  allow  generics  onto  the  ma 
ket  as  early  as  this  year. 
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Lifestyle 


How  far  do  we  have  to  go  for  pure  water? 

Pick  an  ocean. 


The  world's  economic  engine  runs  on  high-purity  water  for  industrial 
processes  and  power  generation.  FILMTEC™  membranes  from  Dow  make 
it  possible  to  get  high-purity  water  from  a  wide  range  of  increasingly 
impure  or  otherwise  unusable  sources  -  seawater,  recycled  wastewater, 
brackish  water,  and  water  contaminated  with  urban  pollutants.  And  Dow 
continues  to  develop  membrane  technology,  making  it  increasingly 
affordable  to  squeeze  more  pure  water  from  dwindling  resources. 
It's  possible  to  have  the  highest  quality  water  at  the  iowest  total  cost. 
All  we  need  is  the  right  chemistry. 


Communication 


Transportation 


Building 


Living. 
Improved  daily!" 


www.dow.com 


®  TM  Trademark  of  The  Dow  Chemical  Company 
("Dow")  or  an  affiliated  company  of  Dow. 
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By  Susan  H.  Burnell 


Florida's  largest  interior  county  is  thriving,  and  its 
high-powered  innovation  industries  are  trans- 
forming its  economy.  Government,  education  and 
business  partnerships  are  propelling  the  region's 
growth,  with  sights  set  on  rivaling  Silicon  Valley 
and  the  Research  Triangle.  What  looks  new  about  Orange 
County  has  been  years  in  the  making  —  the  result  of  vision- 
ary leadership  to  expand  the  region's  economy  beyond  its 
solid  hospitality  and  entertainment  business  core. 

While  tourism  and  conventions  provide  a  $30  billion  eco- 
nomic engine  for  the  region,  there's  new  economic  diversity 
in  Orange  County,  led  by  a  thriving  $10  billion  high-tech 
industry.  The  plan  to  further  develop  the  county's  tech- 
nology sector  centers  around  Innovation  Way,  the  econom- 
ic development  strategy  spearheaded  by  Orange  County 
Mayor  Richard  Crotty.  The  Innovation  Way  corridor 
encompasses  the  University  of  Central  Florida  (UCF), 
Central  Florida  Research  Park,  International  Corporate  Park 
and  the  Orlando  International  Airport. 

"We  envision  Innovation  Way  as  a  center  not  only  for 
high-value  employment  but  of  new  urbanism,"  says  Crotty. 
"Good  jobs,  schools,  hospitals,  shopping  and  recreational 
amenities  will  all  be  closer  to  home  as  a  result  of  the  advance 
planning  we've  done  for  the  region.  We're  working  on  bring- 
ing a  new  Valencia  Community  College  campus  to  the  cor- 


ridor. We  are  also  proposing  a  new  medical  school  and  £ 
hospital  for  the  county." 

A  former  State  representative,  Crotty  saw  Ora 
County's  potential  some  20  years  ago  when  it  was  part  o 
legislative  district.  In  the  1980s  he  led  a  long-range  plani 
study  that  emphasized  public-private  cooperation  and  ort 
long-term  growth.  As  mayor,  Crotty  has  expanded  upon 
vision,  enlisting  the  university,  the  airport  and  research  p. 
into  a  strong  partnership  for  economic  growth. 

At  the  northern  end  of  Innovation  Way  is  the  Univei 
of  Central  Florida.  With  45,000  students,  it  is  now 
nation's  seventh-largest  university  and  one  of  the  area's 
employers.  "The  University  of  Central  Florida  forms  a 
ical  foundation  for  the  Innovation  Way  concept,"  says  I 
Holsenbeck,  University  Relations  vice  president.  "Our  g 
uate  programs  are  designed  to  serve  the  economy  of 
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>n.  We  have  very  strong  Ph.D.  and  M.A.  programs  in  our 
tute  for  Simulation  and  Training,  for  example.  Those 
;rams  have  a  direct  connection  to  the  region's  military 
snce  and  defense  contractors.  The  programs  also  bene- 
jmmercial  airlines  that  use  flight  simulation  technology 
)ilot  training  and  theme  parks  looking  to  develop  the 
motion  attraction." 

ICF's  Florida  Photonics  Center  of  Excellence  (FPCE)  has 
ered  a  national  reputation  as  the  anchor  of  the  larger 
:ral  Florida  High  Tech  Corridor.  Established  with  a  $10 
on  allocation  by  Governor  Jeb  Bush  in  2003,  the  FPCE 
s  a  second  research  center  within  the  internationally 
•wned  College  of  Optics  and  Photonics.  Its  research 
ides  nanophotonics,  biophotonics,  advanced  imaging 
3-D  displays  and  ultrahigh-bandwidth  communications. 
Orlando  is  in  a  unique  position  to  take  advantage  of  the 
arces  of  the  Florida  High  Tech  Corridor  and  to  capitalize 
le  strengths  of  several  industry  clusters  that  have  grown 
to  international  prominence,"  says  Randy  Berridge,  pres- 
t  of  the  Florida  High  Tech  Corridor  Council.  "As  a  joint 
lire  of  the  University  of  Central  Florida,  the  University  of 
h  Florida  and  the  University  of  Florida,  the  council  pro- 
s  a  means  of  collaboration  by  entities  that  would  other- 
be  competitors.  We  say  'leave  your  ego  and  your  logo  at 
loor  and  let's  pursue  what's  good  for  all  of  us.'  This  kind 
:gionalism  is  the  future  of  economic  development." 
)ne  of  Orange  County's  classic  success  stories  began  two 
des  ago,  when  the  Central  Florida  Research  Park  donat- 
0  acres  to  the  federal  government  for  a  procurement 
er  for  simulation  activities  for  every  branch  of  the  mili- 
Government  contracts  for  companies  in  the  center  now 
ed  $2  billion.  "The  military  needs  training  technology, 


UCF  does  the  applied  research,  and  the  industry  here  builds 
the  training  and  simulation  devices,"  says  Joe  Wallace,  exec- 
utive director  for  the  research  park. 

Aerospace  and  defense  company  Lockheed  Martin  has  had 
a  longtime  presence  in  the  region.  "Florida,  and  Central 
Florida  in  particular,  hosts  some  of  our  most  important 
businesses,"  says  Joseph  R.  Cleveland,  chief  information  officer 
of  Lockheed  Martin,  based  in  Orlando.  "The  third-largest  con- 
centration of  Lockheed  Martin  employees  is  located  in  Florida." 

RTI,  a  developer  of  thermal  management  solutions  for 
military  lasers  and  personal  cooling  systems,  was  formed  in 
UCF's  Technology  Incubator,  located  in  the  research  park. 
"The  number  one  advantage  of  an  Orange  County  location 
for  our  company  is  proximity  to  UCF,"  says  President  Daniel 
P.  Rini,  Ph.D.  "We  partnered  heavily  with  the  university  to 
accelerate  the  development  of  our  technology  base.  We  still 
collaborate  with  the  UCF  facility  and  rely  on  the  College  of 
Engineering  for  a  steady  stream  of  new  hires." 

"The  goal  of  Innovation  Way  is  partnering  for  intelligent 
economic  expansion,"  says  Crotty.  "Together,  we  will  retain 
and  enhance  high-value  jobs  and  businesses  here,  which  will 
help  Orange  County  continue  to  lead  Central  Florida  into 
the  21st  century." 


Photos  courtesy  of  Orange  County  Ai\:hives: 
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HOME  FOR  ENTREPRENEURS 


From  thrilling  theme0 parks  to  forward- thinking  research  parks,  Central  Florida  ha 
made  its  mark  on  the  world's  stage.  Home  of  the  country's  7th  largest  university— 
the  Unrversity  of  Central  Florida — and  some  of  the  world's  most  innovative  private  an< 
public  companies,  this  dynamic  area  has  emerged  as  a  region  that  provides  world-calibe 
ideas  for  everything  from  entertainment  to  aerospace,  high  technology  to  health  care. 

Today,  the  buzz  that  surrounds  the  Orlando  area  and  the  wealth  of  talent  that  already  reside 
here  has  become  a  magnet  for  attracting  the  brightest  minds  and  most  talented  individuals  fron 
around  the  world.  All  of  which  signals  that  the  growth  and  success  that  this  area  has  enjoyed  fo 
the  past  five  decades  shows  no  signs  of  slowing  down. 
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developed  Rhodes,  Goldwater  and  Pulitzer 
Prize  award  winners. 

UCF  facilitates  its  goals  through 
successful  partnerships  and  is  recognized 
as  one  of  America's  best  public 
universities  at  that  effort. 

The  Florida  High  Tech  Corridor 

An  economic  initiative  of  UCF,  the 
University  of  South  Florida  and 
the  University  of  Florida,  the 
Corridor  Council  has  been 
nationally  recognized  as 
a  model  of  collaboration 
and  excellence  in 
economic  development. 
The  Corridor  consists 
of  23  Florida  counties, 
345  research  projects 
and  has  provided  more 
than  $30  million  of  direct 
funding,  $90  million  with 
matching  funds,  to  develop  and 
promote  partnership  research  and 
education  in  175  organizations. 

The  UCF  Technology  Incubator 

The  Incubator  was  named  the  2004 
Technology  Incubator  of  the  Year  by  the 
National  Business  Incubation  Association 
for  helping  more  than  30  start-up  com- 


panies, creating  400  jobs  and  generating 
more  than  $100  million  in  revenue. 

Workforce  Development:  World's 
Largest  Video  Game  Developer 

UCF  teamed  up  with  the  State  of  Florida, 
the  Metro  Orlando  Economic  Development 
Commission,  the  City  of  Orlando,  Orange 
County  and  Electronic  Arts  to  develop  the 
Florida  Interactive  Entertainment  Acad- 
emy, a  graduate  video-game  development 
school  at  UCF.  This  team  effort  earned 
the  2005  University  Economic  Develop- 
ment Association's  Award  of  Excellence  in 
Workforce  Development. 

Innovation  Way 

Finally,  Orange  County's  newly  planned 
Innovation  Way  calls  for  the  expansion 
of  the  region's  economy  by  linking 
UCF  and  our  current  world-class 

Central  Florida  Research  Park 
(9,500  employees  and 
106  companies)  to  the 
Orlando  International 
Airport.  Innovation 
Way  will  create  a 
geographic  center 
for  high-value 
employment  and  a 
"new  urbanism"  with 
great  schools,  first- 
class  medical  centers, 
shopping  and  recreation. 

Now  is  the  time  to  learn  more  about 
UCF  and  Innovation  Way.  To  see  how  we 
are  assisting  some  of  the  world's  leading 
companies  and  what  we  can  do  for  you, 
contact  Ed  Schons  at  407.882-2103,  or 
eschons(3)mail.  ucf.edu. 
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Driven  by  greed  and  fearlessness,  private  equity  firms  are  the 
new  power  on  Wall  Street.  Investors  beware:  A  reckoning  is  nigh 

By  Neil  Weinberg  and  Nathan  Vardi 


HAMILTON  JAMES  IS  RAISING  ONE  OF  THE 
largest  private  equity  funds  the  world  has  ever 
seen,  a  $13  billion  whopper  for  Blackstone 
Group,  renowned  kingpin  of  the  buyout  busi- 
ness. Suddenly  this  thriving  trade  is  redefining 
the  terms  of  power,  profit  and  greed  on  Wall  Street.  He  waxes 
rhapsodic  on  the  benefits  to  the  economy. 

"Good  private  equity  funds  improve  companies  oper- 
ationally and  lower  the  cost  of  capital  for  those  that  are  fi- 
nanced inefficientiy'  says  fames,  president  of  Blackstone  and 
chief  of  its  private  equity  arm.  Known  as  Tony,  he  is  a  Har- 
vard M.B.A.  who  ran  investment  banking  at  Credit  Suisse 
First  Boston  before  joining  Blackstone  in  2002.  As  he  wraps 
up  fundraising  for  Blackstone  V,  investors  are  well  aware 
of  its  predecessors'  home  runs,  with  Blackstone  IV  rising 
70%  a  year. 

"If  you  look  at  our  record,  or  any  good  buyout  fund's 
record,  you  see  consistent  outperformance  in  good  times 
and  bad. 

Investots  poured  $106  billion  into  leveraged  buyout  funds 
last  year,  double  the  total  of  2004,  says  Private  Equity  Ana- 
lyst. Weary  of  the  wobbly  stock  market  and  alarmed  by  the 
real  estate  run-up,  they  were  lured  by  eye-popping  returns 
of  50%  a  year  (or  !  etter)  at  a  few  elite  funds.  Globally,  2,700 
funds  are  raising  half  a  trillion  dollars  in  cash  to  invest;  this 


will  bankroll  them  for  $2.5  trillion  in  deals,  given  their  pe 
chant  for  putting  $4  (or  more)  of  debt  leverage  atop  eve- 
dollar  they  put  up. 

Just  half  a  dozen  giant  firms  control  half  of  all  privat 
equity  assets.  Three  titans — Blackstone,  Carlyle  Group  ar 
Texas  Pacific  Group — lord  over  companies  with  700,000  er. 
ployees  and  $122  billion  in  sales.  Buyout  shops  own  suo 
iconic  brands  as  Hertz,  Burger  King,  Metro-Goldwyn-Mayt 
AMC  Entertainment,  Linens  'N  Things  and  more.  Adept 
reaping  riches  whether  their  investors  win  or  lose,  ten  bu 
out  chiefs  grace  the  Forbes  400  list  of  wealthiest  Americar 
Among  them  is  the  billionaire  cofounder  of  Blackston 
Stephen  Schwarzman. 

Egging  on  the  buyout  boys:  all  of  Wall  Street,  which  cc 
lects  marvelous  fees  from  all  the  buying  and  selling.  Whii 
it  was  making  its  own  executives  quite  comfortable,  Blacl 
stone  rewarded  investment  banks  with  $358  million  in  ft 
revenue  last  year.  Investment  banks  get  fees  for  brokering  ( 
advising  on  tender  offers;  get  fees  for  underwriting  bone 
or  arranging  the  bank  debt  to  pay  most  of  the  acquisitio 
costs;  get  more  fees  for  selling  off  some  of  the  assets  to  pa 
back  the  debt;  and  get  still  more  fees  for  taking  target  furr 
public  all  over  again.  Last  year  saw  $35  billion  of  public  ec 
uity  money  raised  globally  as  bought-out  firms  went  pubL 
again.  Underwriting  fees  on  those  stock  sales,  plus  all  of  th 
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Private  Equities 


By  the  Numbers 


Biggest  Buyouts 

Six  of  the  largest  private  equity  deals  ever— after  KKR's  1989  colossal  takeover 
of  RJR  Nabisco — all  went  down  last  year. 


Hertz 

lent  a  Car 


TARGET  COMPANY 

DEAL  VALUE  (SBIL) 

YEAR 

RJR  NABISCO 

$31.0 

1989 

HERTZ 

15.0 

2005 

TDC 

12.0 

2005 

SUNGARD  DATA  SYSTEMS 

11.4 

2005 

BROWNING-FERRIS  INDUSTRIES 

9.6 

1999 

QWESTDEX 

7.1 

2003 

TOYS  "R"  US 

6.6 

2005 

NEIMAN  MARCUS  GROUP 

5.1 

2005 

METRO-GOLDWYN-MAYER 

4.9 

2005 

other  fees  generated  by  the  private  equity  business,  added  up  to  an 
$11.8  billion  payday  for  investment  banks  in  2005,  according  to 
Dealogic.  IPMorgan  Chase  collected  $933  million  of  this  loot;  Gold- 
man Sachs  scooped  up  $870  million. 

There  would  be  no  reason  to  begrudge  the  financiers  their  take 
if  they  were  building  enterprises  and  creating  jobs.  But  they  do  not 
make  their  fortunes  by  discovering  new  drugs,  writing  software  or 
creating  retail  chains.  They  are  making  all  this  money  by  trading  ex- 
isting assets. 

Some  buyout  firms  dabble  in  deeds  that  got  Wall  Street  and  Big 
Business  in  trouble  in  the  post- Enron  era — conflicts  of  interest,  in- 
adequate disclosure,  questionable  accounting,  influence-peddling  and 
more.  Increasingly  the  big  guys  jump  into  bed  with  each  other.  Last 
year  buyout  firms  sold  more  than  $100  billion  in  assets  back  and 
forth  to  one  another,  28%  of  all  buyout  fund  deals  are  up  fourfold 
in  two  years,  says  Dealogic. 

Moreover,  some  buyout  shops  ply  rape-and-pillage  tactics  at  their 
new  properties.  They  exact  multimillion-dollar  fees  advising  busi- 
nesses they  just  bought.  They  burden  a  target  company  with  years 
of  new  debt,  raised  solely  to  pay  out  instant  cash  to  the  buyout  part- 
ners. It  is  akin  to  letting  the  Sopranos  come  in  and  gut  your  busi- 
ness to  cover  your  gambling  debts. 

More  politely  known  as  a  dividend  recapitalization,  this  quick- 
buck  ploy,  entirely  legal,  paid  out  $18  billion  in  instant  gratification 
to  new  owners  last  year,  Standard  8c  Poors  says.  Now  and  again  cor- 
porate carnage  follows,  as  thousands  of  employees  lose  their  jobs, 
long-term  prospects  are  diminished  and  the  business  files  for  bank- 
ruptcy, stranding  minority  investors  and  debtholders. 

Buyout  funds  defend  brutal  tactics  by  citing  their  results:  They 
claim  to  beat  the  overall  market  by  five  percentage  points.  But  in  fact 


they  trailed  the  rise  in  the  S&P  500  from  1 
to  2001,  say  professors  Steven  Kaplan  of 
University  of  Chicago  and  Antoinette  Sch 
of  the  Massachusetts  Institute  of  Technolc 
Worse,  their  results  could  be  headed 
a  slump  as  a  huge  influx  of  new  money  ; 
bidders  inflates  the  prices  of  properties 
time  when  interest  rates  could  rise  and  incre 
the  cost  of  new  debt.  Buyout  firms  are 
ding  "extraordinary"  prices  at  frenzied  cor 
rate  auctions,  says  Michael  Gibbons  of  Brc 
Gibbons  Lang  &  Co.,  a  Cleveland  investm 
bank  doing  25  such  deals.  "They're  goinj 
have  to  assume  very  substantial  growth 
to  justify  it." 

"There's  a  group  of  new  private  equity  g 
chasing  deals  for  the  sake  of  putting  moi 
to  work,"  says  Darrell  Butler  of  Billow  Bu 
8c  Co.,  an  investment  bank  in  Chica 
"They're  affectionately  known  as  'dui 
money  They're  going  to  have  a  hard  ti 
when  the  economy  turns,  profits  go  south ; 
covenants  get  blown  and  banks  come  calk 
And  it  will  happen." 

Millions  of  low- rollers — employees  a 
taxpayers — could  feel  the  impact.  Pension  plans  provide  40%  of 
roughly  $600  billion  now  committed  to  buyout  funds.  Many  p» 
sion  plans,  both  corporate  and  governmental,  are  so  underfun< 
they  look  to  private  equity  to  help  them  close  the  gap,  or  at  least 
tell  their  actuaries  that  they  can  close  the  gap.  The  stock  market  1 
gone  nowhere  for  the  past  six  years.  How  does  a  pension  spon; 
justify  the  assumed  8%  or  9%  annual  return  on  its  fund?  By  putti 
a  fairly  large  chunk  ol  that  fund  in  "alternative"  investments.  It  is  tol- 
as axiomatic  that  exotic  investments  will  yield  higher  profits  th 
plain  old  stocks  and  bonds. 

Public  and  private  pension  funds  overall  have  less  than  4%> 
assets  in  private  equity.  But  in  a  cruel  coincidence,  underfunded  pc 
sion  plans  and  companies  in  bad  shape  rely  more  heavily  on  bi 
out  funds  than  healthy  firms  do;  the  sick  ones  need  to  jack  up  pe 
sion  plans  hurt  by  their  own  faltering  finances.  "Not  only  is  t 
relationship  significant,  it's  perverse,"  says  Stephen  Nesbitt,  chief  e 
ecutive  of  Cliffwater  LLC,  a  pension  consulting  firm.  "Some  comp 
nies  don't  want  to  take  a  hit  to  earnings  or  increase  pension  cont 
buttons,"  so  they  load  up  on  buyout  funds.  Philadelphia^  city  emplo\ 
pension  board,  at  only  59%  of  the  funding  it  needs,  aims  to  doul 
its  bet  on  private  equity  to  11.2%  of  assets  in  four  years.  Eastm 
Kodak's  pension  fund  has  20%  of  assets  in  private  equity;  Delta  r 
13%;  ailing  automaker  General  Motors  is  at  10%. 

But  if  Darrell  Butler  is  right— if  too  much  dumb  money  is  g» 
ting  in  at  the  top — the  insiders  who  run  funds  will  still  thrive.  P1 
vate-equity  funds  typically  take  a  2%  cut  of  assets  annually  plus 
20%  chunk  of  everyone  else's  profits.  If  Blackstone  is  doing  this 
and  it  won't  say — it's  getting  $260  million  a  year  up  front,  on  its  ne 
fund  and  one-fifth  of  any  upside.  Warburg  Pincus,  Goldman  Sac 
Capital  Partners  and  Carlyle  rounded  up  $8  billion  to  $10  billio 
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Private  Equities 


Faces  Behind  the  Figures 


HENRY  KRAVIS 

Kohlberg  Kravis  Roberts 
$2.5  billion 

ALEC  GORES 

Platinum  Equity 
$1.2  billion 

GEORGE  ROBERTS 

Kohlberg  Kravis  Roberts 
$2.5  billion 

JEROME  KOHLBERG 

Kohlberg  Kravis  Roberts 
$1.2  billion 

STEPHEN  SCHWARZMAN 

Blackstone  Group 
$2.5  billion 

WILBUR  ROSS  JR. 

WL  Ross  &  Co. 
$1  billion 

TOM  GORES 

Platinum  Equity 
$1.7  billion 

NELSON  PELTZ 

Triarc 

$1.1  billion 

THOMAS  H.  LEE 

Thomas  H  Lee  Partners 
$1.3  billion 

THEODORE  FORSTMANN 

Forstmann  &  Little 
$900  million 

Source:  Forbes. 

each  last  year,  ensuring  hundreds  of  millions  in  fees  even  if  they  never 
produce  a  nickel  of  profit  for  anyone  else. 

This  vigorish,  common  when  a  $1  billion  fund  was  the  norm, 
hasn't  come  down  even  as  buyout  funds  have  grown  ten  times  as 
large.  "Its  like  Moses  brought  down  a  third  tablet  from  the  Mount— 
and  it  said  '2  and  20,"'  says  Christopher  Ailman,  chief  investment 
officer  of  the  California  State  Teachers'  Retirement  System,  the  na- 
tion's third-largest  pension  fund.  "We've  been  trying  to  get  the  fees 
lower,  but  it's  tough." 

LBO  funds  popped  up  in  the  1980s,  feeding  on  the  junk-bond 
takeover  craze.  Blackstone  was  formed  in  1985  when  Peter  G. 
Peterson,  a  former  Lehman  Brothers  chairman  who  had  served  as 
President  Nixon's  secretary  of  commerce,  teamed  with  Lehman  alum 
Schwarzman.  They  put  up  $400,000  and  raised  $810  million  for  Black- 
stone I  two  years  later. 

The  1980s  buyout  binge  peaked  at  365  deals  worth  $99  billion 
in  1988.  The  era  was  immortalized  in  Barbarians  at  the  Gate:  The 
Fall  ofRJR  Nabisco,  which  profiled  Kohlberg  Kravis  Roberts'  con- 
tentious takeover  of  RJR.  At  $31  billion  in  1989  ($49  billion  in  today's 


dollars),  it  remains  the  largest  buyout  on  re<| 
Six  of  the  next  largest  deals  occurred  onl 
the  past  year:  Hertz  ($15  billion,  led  by  C I 
ton,  Dubilier  &  Rice);  Danish  telco  n  X ; 
billion,  Apax  Partners);  and  SunGard  Data 
terns  ($1 1.4  billion,  Silver  Lake  Partners) 
This  time  the  boom  is  fueled  by  the 
of  a  market  bubble.  More  companies  are  g 
private,  frustrated  by  the  antifraud  Sarba 
Oxley  Act  Thomson  Financial  counts  32  f 
with  a  combined  market  value  of  $54  bi] 
that  went  private  in  2005,  up  tenfold  in  i 
years.  Banks,  meanwhile,  have  loosenec 
lending  to  extend  five  times  as  much  se 
debt  as  the  equity  put  up  by  buyout  fund 
Thus  buoyed,  buyout  titans  have  done 
grabbing  underpriced,  down-but-not- 
businesses  and  whipping  them  into  sh 
Texas  Pacific  with  MEMC  Electronic  Mai 
als;  Silver  Lake  Partners  with  Seagate  Tech 
ogy;  Blackstone  with  TRW  Automotive.  T 
success  has  stoked  ever  more  investor 
mand — never  mind  that  buyout-fund  reti 
go  down  as  money  inflows  go  up  (see  d 
opposite). 

"People  think  of  private  equity  as  Ran 
ians  at  the  Gate,  but  we're  investors  with 
boxes  that  can  help  companies  change  c 
ital  structures  and  management  strateg 
says  James  Coulter,  a  founding  partne 
Texas  Pacific. 

Investors  with  toolboxes?  Germany's 
cial  Democrats  described  the  Blackst 
bankers  who  bought  chemical  maker  Celar 
off  the  Frankfurt  stock  exchange  in  200' 
"locusts."  The  hedge  fund  Paulson  & 
claimed  Blackstone's  $650  million  price  was  a  lowball  bid  made  p 
sible  only  by  a  "fairness  opinion"  from  its  pals  at  Goldman  Sa< 
which  collected  $21  million  in  fees  from  Blackstone  last  year.  Bla 
stone,  unrepentant,  took  Celanese  public  on  the  New  York  Stock 
change  nine  months  after  acquiring  it,  netting  one  of  its  funds  a 
billion  profit  (and  that  doesn't  include  shares  it  held  on  to). 

Far  less  attention  is  focused  on  the  flops  and  buyout  funds'  sor 
times  central  role  in  same,  albeit  subsequent  lawsuits  have  begur 
surface.  In  one  get-rich-quick  scheme,  a  dividend  recap  let  Bain  C 
ital  turn  an  $18  million  stake  in  faltering  KB  Toys  into  $85  mill 
in  cash — but  left  KB  itself  in  much  weaker  shape. 

Bain  put  up  $18  million  and  took  on  $237  million  in  deb) 
buy  the  company  in  December  2000.  In  April  2002  KB  raised  ! 
million  more  in  bank  debt  and  used  cash  on  hand  to  pay  out  $ 
million  in  special  dividends — $85  million  for  Bain  and  $36  mill 
for  senior  executives  who  signed  off  on  the  recap.  But  KB  went 
to  lose  $109  million  in  less  than  two  years,  creditors  say,  filing 
Chapter  1 1  protection  in  January  2004. 

Since  then  it  has  shut  half  of  its  1,200  stores  and  laid  off  m 
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in  half  of  its  16,000  employees.  Big  Lots,  the 
;count  retailer  that  had  sold  KB  Toys  to  Bain, 
is  owed  $45  million  but  lost  most  of  it  in 


\  bankruptcy  filing.  It  has  sued  Bain  for  fraud 
Delaware  state  court.  Bain,  anticipating  fur- 
;r  opposition  from  creditors,  preemptively 
ed  Big  Lots  to  get  a  Delaware  state  court  to 
plicitly  endorse  the  recap;  that  case  is  pend- 
•g.  KB  Toys  was  bought  out  of  bankruptcy 
-  $20  million  by  another  buyout  firm,  Pren- 
e  Capital.  Unsecured  creditors,  who  were 
/ed  $2 1 8  million,  got  only  8  cents  on  the  dol- 
■.  In  January  they  also  sued  Bain,  in  state 
urt  in  Massachusetts,  charging  it  ginned  up 
igus  fairness  opinions  in  imposing  the 
:ap.  Bain  blames  KB  Toys'  troubles  on  com- 
tition  from  Wal-Mart. 

The  Equal  artificial  sweetener  business  has 
en  through  similarly  sour  times.  Billionaire 
ichael  Dells  MSD  Capital  and  Pegasus  Cap- 
il  bought  Monsanto's  Equal  business, 
erisant  Worldwide,  for  $600  million  in  2000 
putting  up  $160  million  in  cash  and  bor- 
wing  the  rest  on  Merisant's  assets.  Three  years  later  the  new  own- 
5  had  Merisant  borrow  $206  million  in  new  debt  and  pay  the  pro- 
eds  to  themselves;  months  later  they  did  it  again,  this  time  for  $75 
illion.  The  two  moves  gave  them  a  76%  profit  on  their  initial  in- 
stment,  while  letting  them  continue  to  hold  100%  ownership. 

Merisant,  with  a  negative  net  worth  of  $130  million  and  having 
ent  $44  million  on  interest  in  nine  months,  was  forced  to  shelve 
i  initial  public  offering  last  year.  Its  Equal  line  is  losing  ground  to 
hnson  8c  Johnsons  Splenda,  which  now  has  over  half  the  market, 
erisant  is  expected  to  post  a  loss  for  2005,  its  third  consecutive  year 
the  red.  In  February  Moody's  cut  its  credit  rating  to  Caa3,  its  third- 
west  ranking.  Pegasus  and  MSD  won't  comment. 

These  days  nearly  half  the  big  buyout  funds  take  their  20%  slice 
)m  the  dividend  recaps  before  their  investors  break  even,  says  Karl 
artmann,  chief  operating  officer  of  Franklin  Park,  which  advises 
stitutional  investors.  Previously  the  funds  waited  until  outside  in- 


LAKE  WOBEGON  INVESTING 
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orporations  are  pouring  pension  money  into  buyout  funds  to  help  bridge 
a  collective  funding  shortfall  that  has  grown  to  $450  billion  from  $40  bil- 
lion in  five  years.  And  even  if  private-equity  returns  are  disappointing  in 
the  long  term,  just  placing  the  buyout  bet  lends  a  boost  to  earnings  in  the  here 
and  now. 


Like  at  least  300  S&P  500  companies,  3M,  the  maker  of  everything  from  Post-it 
Notes  to  precision  optics,  still  offers  employees  traditional  pensions.  To  finance 
them,  3M  runs  an  $8.4  billion  U.S.  pension  fund,  which  it  expects  to  earn  8.75% 
this  year.  This  return,  3M  candidly  confesses,  is  1.5  percentage  points  above  its 
own  projections  of  market  indexes  for  pension  industry  performance. 

How  is  it  that  3M  will  do  so  much  better  than  the  averages?  Well,  it  has  13%  of 
the  fund  in  private  equity,  which  it  assumes  will  earn  12.5%  a  year.  Also,  3M 
figures  it  has  particularly  good  money  managers  at  work.  Like  the  mythical  town 
of  Garrison  Keillor's  monologues,  where  all  the  children  are  above  average,  Wall 
Street  seems  to  be  populated  exclusively  with  above-average  money  managers. 

The  market-beating  assumption  already  has  paid  off.  The  sanguine  outlook  let 
3M  add  $69  million  to  its  net  income,  a  2.3%  kick,  in  2004  and  likely  provided  a 
similar  boost  last  year.  3M  defends  its  return  projection  by  noting  it's  in  line  with 
its  historic  returns  and  with  return  assumptions  at  other  companies.         — N.W. 


(lore  Is  Less 


history  is  any  guide,  the  recent  run-up  in  assets  pouring  into 
/eraged  buyouts  bodes  ill  for  future  returns. 


Capital  committed 
as  %  of  total  stock  market 


60% 


T 

'84  '90  '95  '00 

Sources:  Venture  Economics;  Steven  Kaplan;  Antoinette  Schoar. 


vestors  (the  limited  partners)  were  in  the  black  before  collecting 
their  own  cut. 

Private-equity  fund  managers  further  cash  in  by  charging  their 
own  portfolio  firms  for  everything  from  negotiating  loans  to  help- 
ing run  the  business.  Heartland  Industrial  Partners,  cofounded  by 
David  Stockman,  President  Reagan's  budget  director,  bought  con- 
trol of  auto  parts  maker  Collins  &  Aikman  in  2001  for  $260  mil- 
lion. Then  it  charged  C&A  $45  million  for  services  and  gave  a  cut 
to  its  limited  partners;  often  buyout  firms  pocket  half  the  take  rather 
than  only  20%  of  realized  profits. 

That  may  be  all  the  partners  ever  get.  Last  spring  C&A  said  it 
had  violated  accounting  rules  in  booking  sales,  filing  for  Chapter  1 1 
soon  after.  It  is  shutting  five  U.S.  plants  and  firing  975  people. 

In  other  instances,  buyout  shops  goose  returns  with  "secondary 
deals" — selling  their  holdings  to  one  another.  Simmons  Co.,  a  bed- 
maker,  is  the  industry's  fruitcake,  changing  hands  five  time  in  20  years. 
Now  owned  by  Thomas  H.  Lee  Partners,  it  was  forced  to  pull  a  pub- 
lic offering  in  2004,  yet  the  buyout  firm  gets  a  1%  cut  of  Simmons' 
operating  earnings  each  year.  For  helping  Simmons  issue  $200  mil- 
lion in  new  debt,  the  firm  charged  Simmons  $20  million  plus  ex- 
penses. Simmons  received  no  cash  from  the  offering;  it  all  went  to 
refinance  old  debt. 

In  another  secondary  deal,  ABRY  Partners  last  August  paid 
$500  million  to  Providence  Equity  Partners  to  acquire  F&W  Pub- 
lications, a  book  and  magazine  publisher  that  Providence  had  taken 
private  for  $130  million  in  2002.  In  November  2005  ABRY  filed 
a  lawsuit  in  Delaware  state  court,  claiming  Providence  had  "en- 
gaged in  various  fraudulent  practices  such  as  channel  stuffing  and 
other  schemes  to  overstate  (F8cW's)  revenue."  Providence  denies 
wrongdoing. 

In  another  recent  case  employees  of  Canadian  Imperial  Bank  of 
Commerce  accuse  the  bank  of  using  a  buyout  fund  to  rip  them  off. 
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Private  Equities 


LITTLE  GUY,  BIG  PICTURE 

The  little  guy  is  last  to  get  in  on  an  investment  craze,  and  the  surge  in  private 
equity  has  largely  bypassed  him — until  now.  If  you  have  a  hankering  to  join 
an  investment  fad  after  prices  have  been  bid  to  the  sky  (see  main  story), 
various  outfits  will  be  happy  to  take  your  money. 

Charles  Schwab  &  Co.'s  U.S.  Trust  unit  advises  clients  with  $5  million  or  more  to 
put  up  to  50%  of  their  assets  into  private  equity.  It  puts  them  into  buyout  funds 
willing  to  take  minimum  investments  of  $100,000— the  minimum  for  the  firm's 
own  employees  is  $25,000.  The  private  bank  at  Citigroup  offers  clients  the  chance 
to  make  buyout  investments  of  $250,000  or  more. 

The  rank  and  file  also  can  simply  buy  a  few  shares  of  stock.  Apollo  Advisors,  a 
buyout  leader,  put  together  an  affiliate  called  Apollo  Investment  and  raised  $930 
million  in  an  initial  public  offering  in  2004.  It  pumped  the  proceeds,  and  $413 
million  in  debt,  into  equity  stakes  in  such  outfits  as  NEW  Customer  Service,  an 
administrator  of  product  warranty  and  support  programs,  and  into  loans  to  com- 
panies like  U-Haul  parent  Amerco. 

Publicly  held  Apollo  Investment,  in  turn,  paid  privately  owned  Apollo  Advisors 
$32.8  million  in  fees  in  the  nine  months  ending  Dec.  31,  2005.  It  forks  over  a  fee 
of  20%  of  the  realized  annual  capital  appreciation  of  its  investments  and  20%  of 
any  interest  and  dividend  income  after  its  portfolio  yields  7%  annually.  The 
investment  subsidiary  also  pays  Apollo  Advisors  a  management  fee  of  2%  of 
gross  assets — including  the  debt  it  borrows. 

Still,  Apollo  Investment's  stock  has  returned  41%  since  its  initial  offering,  com- 
pared with  16%  for  the  S&P  500. 

American  Capital  Strategies,  a  publicly  held  biz-dev  company  with  a  similar 
approach,  pays  out  2%  of  its  assets  annually  in  management  fees  and  has 
returned  17%  a  year  since  its  1997  initial  equity  offering. 

Individual  investors  can  also  buy  shares  of  special-purpose  acquisition  companies, 
which  raise  shareholder  money  and  then  decide  on  one  operating  company  to 
buy.  Wall  Street  raised  $1.5  billion  for  them  last  year,  says  Thomson  Financial. 
Endeavor  Acquisition  is  run  by  buyout  veterans,  and  its  board  includes  Carlyle 
Group  founder  Edward  Mathias.  Endeavor  raised  $120  million  in  December  on 
the  American  Stock  Exchange  but  hasn't  yet  deployed  the  capital.  — N.V. 


Former  brokers  James  Forsythe  and  Alan  Tesche  say  they  and  490 
colleagues  invested  $561  million,  half  of  it  borrowed,  in  a  CIBC  fund 
in  2000.  Since  then  it  is  down  a  shocking  $420  million.  In  a  lawsuit 
filed  in  Delaware,  they  allege  the  bank  used  the  fund  as  a  "dump- 
ing ground"  to  pawn  off  "worthless  investments"  and  suck  out  $35 
million  in  fees.  Its  holdings  include  Spectrasite,  which  went  Chap- 
ter 1 1,  and  CityNet,  a  telecom  on  which  the  fund  took  a  50%  write- 
off. CIBC  says  the  lawsuit  is  baseless. 

When  things  go  bad  limited  partners  can  look  to  a  specialty  firm 
that  will  buy  out  what's  left  of  their  stakes — but  even  in  this  game 
fraud  can  happen.  "We've  seen  general  paitners  convert  funds  to  their 
own  accounts,  use  them  for  personal  reasons  and  overdraw  man- 
agement fees,"  says  Frank  Morgan,  who  runs  the  U.S.  arm  of  Lon- 
don-based Coller  Capital,  which  has  $2.6  billion  in  assets  and  runs 
the  world's  largest  fund  for  buying  out  limited  partners  of  other  funds. 
He  says  such  disputes  happen  more  often  than  they  should  and  usu- 
ally are  handled  quietly. 

But  Coller  itself  went  to  court.  Coller  sued  private  equity 
firm  Houston  Partners  in  2C  '  after  becoming  its  top  investor. 
Coller  sued  the  firm  in  state       1  in  Texas,  claiming  Houston 


managing  partner  Harvard  Hill  Jr. 
made  unauthorized  distributions  a 
loans  to  himself  and  his  son  and  had 
up  secret  fee  arrangements  with  rela 
parties.  The  two  sides  reached  an  unc 
closed  settlement  in  August.  Hill  den 
wrongdoing. 

Other  buyout  firms  come  under  fire 
shrewd  (or  illegal)  fundraising  tactics.  In 
nois  a  scandal  erupted  over  allegations  p 
vate  equity  firms  paid  hundreds  of  thousai 
of  dollars  in  bribes  to  coax  investments 
of  officials  of  the  state's  teachers  pension  fu 
A  HealthPoint  director  recently  pleat 
guilty  to  federal  charges  of  attempted  ext 
tion  in  the  scheme;  a  pension  plan  lawyer  a 
pleaded  guilty,  and  a  board  member,  Stu 
Levine,  has  pled  not  guilty  and  awaits  tr 
charged  with  soliciting  bribes. 

Levine  also  plays  a  role  in  a  second  cc 
troversy,  this  one  involving  Carlyle,  the  Wa: 
ington-based  buyout  behemoth  with  $35 1 
lion  in  assets.  U.S.  Attorney  Patrick  Fitzger; 
in  Chicago  has  issued  a  subpoena  to  the  teac 
ers'  fund  in  the  matter.  After  being  spurn 
by  the  pension  plan,  Carlyle  hired  a  local  p 
Robert  Kjellander;  he  lobbied  Levine  on  t 
pension  board,  and  Carlyle  landed  $500  n 
lion  from  the  pension  plan. 

Only  later  did  pension  officials  learn  tl 
Kjellander  had  approached  Levine  and  tl 
Carlyle  Group  had  agreed  to  pay  Kjellanc 
a  $4.5  million  finder's  fee,  says  the  pensi< 
plan's  executive  director,  Jon  Bauman.  T 
board  now  bars  such  finder's  fees.  Kjella 
der  and  officials  at  Carlyle  insist  they  acted  properly. 

More  such  conflict-of-interest  cases  could  arise  as  buyout  fun 
harvest  more  retirement  dollars  from  strapped  pension  plans.  Cc 
porate  retirement  funds  collectively  face  a  $450  billion  pension  fun 
ing  shortfall  and  are  throwing  Hail  Mary  passes  to  private  equity  fun 
to  close  the  chasm;  likewise  for  public  pension  plans. 

"I  can't  think  of  an  industry  structure  that's  more  screwed  u 
says  one  manager  of  a  midsize  buyout  firm.  "The  biggest  supplie 
of  capital" — the  pension  funds — "are  the  most  thinly  staffed  and  u 
derpaid,"  he  says.  State  plans  with  a  few  employees  oversee  billio 
dollar  investments  and  report  to  "political  entities — their  boards 
relying  on  consultants  whose  business  is  mostly  about  marketing  ai 
politics,"  he  says. 

They  aren't  any  match  for  the  buyout  guys — who  already  a 
anticipating  a  coming  correction  and  are  preparing  to  pro 
from  it.  Some  of  the  biggest  names  in  buyouts — Blackstor 
Carlyle,  Apollo  Advisors — now  are  raising  "distressed  inves 
ment  funds"  (read:  vulture  funds).  Feeding  on  big  discoun 
they  will  buy  the  equity  and  debt  of  companies  their  brethn 
helped  jet  into  trouble. 
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chisees  have  relied  on  CIT  for  financing  since  1958. 
Talk  about  a  perfect  combination.  Today,  the  menu  also  includes  Tomb's  and 
Baskin-Robbins'  franchisees.  Sweet.  Visit  CIT.com.  We  see  what  you  see? 


CIT 


Giving 


Kindergarten 
Lawyers 

A  well-heeled  Chicago  law  firm  undertakes  to 
discover  whether  charter  schools  can  work  for 
poor  minority  children  j  By  Mary  Ellen  Egan 


ANISSA  SMITH,  A  38-YEAR- 
old  mother  of  three,  has  few 
good  things  to  say  about  the 
public  schools  in  North  Lawn- 
dale,  a  poor,  crime-ridden 
neighborhood  4  miles  west  of  downtown 
Chicago.  Her  eldest  son,  Joe,  13,  switched  to 
North  Lawndale's  Mason  Elementary  in 
1998  from  a  parochial  school.  Two  years  at 
Mason  was  enough  to  turn  her  son  from 


good  to  an  indifferent  student,  Smith  says. 
"He's  lazy  now,  and  we  have  to  fight  to  get 
him  to  do  his  homework,"  she  says. 

So  when  Smiths  two  youngest,  Justin, 
6,  and  Jazlynn,  4,  were  ready  for  school,  she 
swore  shed  move  out  of  state  before  send- 
i.    hem  to  a  neighborhood  school.  But 
t  \ugust  a  charter  school  opened,  using 
s  >oms  in  Masons  building.  The  kids 
'led,  and  Smith  is  ecstatic  now. 


The  nation  has  3,617  charter  scho> 
that  is,  ones  that  get  public  funding  but  sta 
outside  the  established  public  school  systei 
They  are  usually  run  by  nonprofits,  chui 
groups  or  universities  and  get  to  set  th 
own  rules.  The  one  in  North  Lawndale  I 
a  most  unusual  operator — a  law  firm.  To  < 
ebrate  its  hundredth  anniversary,  Chicaj 
Sonnenschein  Nath  8c  Rosenthal  decidec 
open  a  school  and  will  donate  $1  millii 
office  equipment  and  professional  talent  a 
the  next  five  years  (the  school's  arm' 
budget  is  $1.2  million).  It's  quite  likely  t 
first  law  firm  in  the  nation  to  run  a  char 
school,  and  the  firm's  lawyers  found  1 
assignment  no  snap:  They  struggled  to  si 
mount  hurdles  thrown  up  by  bureaucr 
and  politicians. 

The  school,  called  Legacy  Charter  Schc 
was  set  up  by  Errol  Stone,  a  65-year-old  tj 
estate  and  securities  lawyer.  He  hired  L 
Kenner,  formerly  principal  at  a  South  Si 
charter  school,  as  Legacy's  first  principal. 

The  residents  of  North  Lawndale  we 
less  than  welcoming  at  first.  Donald  Lub 
a  Sonnenschein  partner  and  Legacy  boa 
member,  recalls,  "There  were  questions  lil 
"What  is  this  big,  white  corporate  law  fii 
doing  moving  into  our  neighborhood?'" 

To  defuse  the  tension,  Stone  and  Ke 
ner  held  open  houses  where  over  dinn 
residents  could  talk  about  the  project.  1 
by  bit  the  residents  warmed  to  the  idea 
the  school.  Finding  a  location  wasn't  ea 
either.  Stone  wanted  to  move  into  a  pub 
school  that  was  closing,  but  objections 
an  alderman  delayed  the  process.  After 
year  of  searching  he  worked  out  a  deal 
share  a  building  with  Mason  Elementary 

Stone  and  Kenner  originally  want< 
Legacy  to  hold  full-day  pre-K  classes,  a  cu 
riculum  that  can  be  funded  in  Illinois  by  oi 
federal  (Head  Start)  and  two  state  gover 
ment  programs.  Stone  worked  for  mont 
trying  to  reconcile  the  different  requiremer 
each  program  had  for  families  as  well  as  d 
school,  before  throwing  his  hands  up  and  d 
ciding  instead  to  offer  two  half-day  pre- 
classes. 

The  law  firm  decided  to  start  small- 
there  are  only  four  classes,  prekindergartt 
through  second  grade — and  plans  to  add 
grade  each  year.  Each  class  of  23  is  taught  1 
two  full-time  teachers  (a  public  school  wou 
have  one).  The  students  were  chosen  by  lo 
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ew  Style,  CLUB  ANA  on  the  Boeing  777-300ER. 


^  offers  its  celebrated  New  Style,  CLUB  ANA  Business  Class  Service  on  New  York  -Tokyo  and 
Angeles  -  Tokyo  flights.  Indulge  yourself  with  our  chefs'  gourmet  creations.  Or  get  a  good 
t's  sleep  on  the  generously  wide  fully  reclinable  seat.  You  can  even  dedicate  yourself  to 
less  with  the  high-speed  in-flight  Internet  service*.  This  ultimate  experience  can  be  yours  on 
>an  Francisco  route  starting  in  April,  and  on  the  Washington,  DC.  route  starting  in  July  2006. 


ANA 


"CXlOff^    *  Service  provided  by  Connexion  by  Boeing5' 


Aircraft  and  services  subject  to  change  without  notice. 


A  STAR  ALLIANCE  MEMBER  v^* 


-stop  to  Tokyo  from  New  York,  Washington,  D.C.,  San  Francisco,  Los  Angeles  and  Honolulu.  |  WWW.FLY-ANA.COM  |  I  -800-2-FLY-ANA 
— !  ,  ,  !  .  
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{    San  Francisco 

Sat./Sun.  Mar.  25  &  26 
Moscone  Center 


LEARN: 


r 


Finding  Undervalued  Homes 
Tax  Lien  Properties  •  Multifamily 
Fixer-uppers  •  Foreclosures 
Mortgages  *  Contracts 
Analyzing  Deals  *  Buying  Commercia 

Beating  Wall  Street 
Probate  Properties  •  Asset  Protection 
Discounted  Notes  &  Mortgages 
Buy  Real  Estate  From  Your  401 K 
And  Much  More! 


DONALD  TRUMP  LIVE 


PLUS  72  WEALTH  EXPERTS! 

Now  Just  $99 

For  the  first  183  students.  Use  coupon  code  MAG25 

t1-800-US-ANNE» 

1-800-872-663 

www.LearningAnnex.com  ™ 


REGISTER  NO 


NexTech  is  a  powerful  player 
in  America's  fast  growing 
"W-  *W"         fuel  cell  industry. 

Whv 


xTech  Materials 

is  developing  stronger,  more 
tie  solid  oxide  fuel  cells  that  will 
e  a  five-fold  decrease  in  the  size 
1  cell  power  units  for  the  trans- 
tion,  aerospace  and  distributed  power  markets.  Their 
s  are  being  assisted  by  an  $898,000  Ohio  Fuel  Cell 
tive  Award,  part  of  a  comprehensive  state  funding 
that  shares  the  risk  in  launching  new 
icts.  By  2015,  sales  of  products  based  on 
ech's  breakthrough  technology  could 
id  $200  million. 

Ohio  is  an  ideal  location  for  innovative 
lology  companies  like  NexTech.  The  state 
i  an  impressive  balance  of  profitable 
less  advantages  with  an  uncompromising 
nal  lifestyle.  While  Ohio  is  a  center  for  leading-edge 
lology,  research  and  development,  with  excellent 
portation  and  a  skilled  workforce,  its  diverse  culture, 
anding  schools  and  affordable  housing  make  it  an 
mely  attractive  place  to  live  as  well. 
What's  more,  Ohio  voters  recently  approved  $2  billion 
inding  that  will  benefit  new  business  in  the  state. 


Ohio? 


Combine  that  with  Ohio's  newly 
reformed  business-friendly  tax  laws 
and  locating  in  Ohio  is  more 
attractive  than  ever.  Visit  us  at 
OhioMeansBusiness.com.  Or  call  us 
and  see  how  quickly  innovative  ideas  become  a 
commercial  success  in  Ohio. 


Bring 

--^Your . 

Business. 

Enrich 

YourLife. 


Jhio's  business-friendly  environment, 
we  rapidly  improving  our  manufacturing 

materials  technologies  to  meet  the 
kis  of  the  emerging  fuel  cell  market." 


liam  Dawson,  President  &  CEO,  NexTech  Materials  Ltd. 


IIO'S  BUSINESS  PARTNERSHIP  IS  MORE  THAN  UP  SERVICE.  HERE'S  PROOF. 


Create  job- 
ready  sites. 

Investing 
$150  million 
for  pre-run 
utilities  on 
building  sites. 


Maintain 

world-class 

infrastructure. 

Committing 
$1.35  billion  to 
transportation  and 
utility  improvements. 


Reduce  tax 
rates.  No 

business  tax 
on  product 
sold  to 
customers 
outside  Ohio. 


Start  new 
enterprises. 

First  $1  million 
in  gross 
receipts  are 
tax-free. 


Enhance  ROI. 

No  property  tax 
on  investments  in 
machinery  and 
equipment, 


Attract  talent. 
Shrink  labor 

COStS.  21% 

lower  personal 
income  tax.  1-877-466-4551 

www.OhioMeansBusiness.com 


MEANS  BUSINESS 


GET  DOWN  AND  DIRTY  FOR  AMERICA. 


One  out  of  every  three  acres  of  America's  land  -  600  million  acres  -  is  public  land,  your  land.  Lands  to  hike,  bike,  climb,  swim, 
explore,  picnic  or  just  plain  relax.  And  when  you  get  your  hands  dirty  in  programs  like  National  Public  Lands  Day,  you  help  spruce 
up  your  beautiful  lands.  Last  year,  on  this  day,  nearly  80,  OOO  volunteers  built  trails,  bridges,  planted  native  trees  and  removed  trash. 

To  find  out  how  you  can  help,  go  to  www.npld.com  or  call  800-VOL-TEER  (800-865-8337). 


HELPING     HANDS     FOR    AMERICA'S  LANDS 

©  2004  Muench  Photography.  Inc. 
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make  our  Salud  con  Health  Net  so  useable.  And  the  price  makes  it  amazingly  affordable." 

Innovation  has  its  advantages.  Especially  when  the  numbers  and  benefits  add  up  the  way  they  do  with  Salud  con  Health  Net. 
Our  proprietary  program  gives  small  and  large  business  groups  with  Latin  employees  an  amazingly  affordable  health  plan 
Plus  a  rich  set  of  benefits  they  can  use  cross-border. 

The  statistics  are  impressive — Salud  con  Health  Net's  small  employee  group  rates  are  28-46%  lower  than  our  standard 
small  employer  group  HMO  rates  for  comparable  plans.'  And  we're  the  Latin  Business  Association's  Corporation  of  the 

Year  for  2005.  So  call  your  Broker  today,  or  contact  us  at  1  -800-448-441 1 ,  option  4  to  speak  to  a 
www.healthnet.com  to  learn  more. 


Health  Net* 

A  Better  Decision 


<ud  con  Health  Net  HMO  saving  estimates  are  based  on  comparisons  between  Health  Net  of  California's  standard  small  employer  HMO  plan  rales  and  Salud  con  Health  Net  small  employer  HMO 
Ian  rates  with  comparable  benefits,  both  effective  8/01/05,  and  in  the  same  rating  region.  Monthly  rates  are  subject  to  change.  Health  Net*  of  California,  Inc.,  is  a  subsidiary  of  Health  Net,  Inc. 
h  Net,  Inc.  's  HMO,  POS,  insured  PPO  and  government  contracts  subsidiaries  provide  health  benefits  to  6  million  members  nationwide  through  group,  individual.  Medicare,  Medicaid  and  TRICARE 
programs.  Health  Net,  Inc.  has  $12  Billion  in  annual  revenue.  ©  2006  Health  Net  of  California,  Inc.  Health  Net*  is  a  registered  trademark  of  Health  Net.  Inc.  All  rights  reserved. 


Fusing  the  art, 
science,  and 
technology  of 
business. 


"Successful  managers  today  need  to  master 
the  art  and  science  of  business  with  strategic 
use  of  technology  to  be  competitive  in  the 
global  economy." 

ANURAG  A.  AGARWAL 
BOSTON  UNIVERSITY  MBA  2001 
VICE  PRESIDENT 
JPMORGAN  SECURITIES,  INC 


In  today's  business  landscape,  the  pace  of  change 
accelerating  faster  than  any  time  in  history.  So  it's  essen 
for  tomorrow's  leaders  to  learn  how  to  anticipate  the  rj 
seismic  shift. 

At  Boston  University  School  of  Management,  students 
that  through  education  focused  on  the  art,  science, 
technology  of  business. 

This  unique  approach  is  at  the  core  of  every  one  of 
programs.  It  combines  quantitative  analysis  and  power 
teaming  and  leadership  skills  with  a  solid  grounding  in  1 
strategic  role  of  technology  in  business. 

We  offer  multiple  MBA  concentrations,  as  well  as  c 
rigorous  MS*  MBA  combining  full  MBA  studies  with  a  Mas 
of  Science  degree  in  information 
systems  —  uniquely  tailored  for 
tomorrow's  business  leaders. 

To  find  out  more,  please  visit 
management.bu.edu 


BOSTON 

UNIVERSITY 

SCHOOL  oj 
Management 
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^tfis  clear  that  Eos 
is  selling  international 

first-class  travel  at 
business-class  fares." 


■USA  Today 


NEW  YORK 
LONDON 


Eos  introduces 

The  Commercial  Corporate  Jet.™ 

With  only  48  guests  on  a  plane  built  for  220,  everything  changes. 
Expect  a  78-inch  fully-flat  bed  on  Eos.  Expect  space  to  work  or  • 
dine  face  to  face.  Expect  to  be  able  to  call  us  if  you're  late  and  we'll 
meet  you  curbside  to  take  you  through  security.  Expect  to, save  time 
boarding  and  deplaning.  Expect  unprecedented  service.  Expect  this 
remarkable  experience  at  a  compelling  price.  And  expect  that  with 
only  48  onboard,  things  are  going  to  be  very  different  indeed. 

Book  now  and  earn  80,000  points  good  for  travel  purchases 
on  any  airline.  No  blackout  dates.  Guaranteed. 
Please  visit  eosairlines.com  for  details. 


RPORATE  SALES:  '914)417  2191 


(888)  357  3677 
EOSAIRLINES.COM 


OR  CALL  YOUR  TRAVEL  PROFESSIONAL 


Creative  Giving 


tery  out  of  1 55  who  had  applied.  Legacy's 
school  day  begins  at  8:00  a.m.  and  runs  until 
3:30  p.m.,  90  minutes  longer  than  district 
schools.  A  free  afterschool  program  is  avail- 
able Monday  through  Thursday,  so  78%  of 
eligible  Legacy  students  spend  up  to  nine  and 
a  half  hours  a  day  in  school. 

Legacy  teachers  are  paid  an  average 
$55,000  by  the  district,  compared  with 
$47,500  in  the  Chicago  public  system.  But 
Stone  added  an  incentive:  Sonnenschein 
will  pay  each  teacher  an  additional  5%  to 
10%  of  their  pay  each  year  depending  on 
the  teacher's  and  the  school's  perform- 
ance. The  teachers  have  their  work  cut  out 
for  them:  At  the  beginning  of  the  school 
year  only  12  of  the  69  kindergartners 
through  second  graders  could  read  at 
their  grade  level. 

"One  of  the  tilings  we've  discovered  is  that 
their  vocabulary  is  very  limited,  so  we're  try- 
ing to  add  new  words,"  says  first-grade  teacher 
Elizabeth  Goss.  One  afternoon  last  fall  Goss 
worked  with  five  first  graders  on  synonyms 
for  the  word  "good,"  while  coteacher  Mary 
Helen  Chappetto  worked  with  another  group 
of  students  on  how  to  use  "me"  and  "my"  in 
writing  sentences,  a  source  of  confusion  for 
nearly  all  Legacy  first  graders. 


By  the  Numbers 


Year  the  first 
charter  school  started,  in 
Minnesota. 


Number  of 
charter  schools  nationally. 


Students  in  charter  schools. 


Schools  opening 


2005-06. 


Number  closed 


1992-2004. 


Source:  Center  for  Education  Reform. 


In  the  pre-K  class  Karen  Simak,  a  44-year 
veteran  of  the  Chicago  school  system,  is 
focusing  her  efforts  on  a  broader  life  lesson — 
planning  ahead.  "The  problem  for  people  in 
poverty  is  that  they  don't  plan  for  the  future, 
and  this  causes  a  lot  of  chaos  in  their  lives," 


she  says.  Simak  has  divided  her  room  u 
"centers" — a  library,  a  math  center,  a  buildii 
block  center — so  the  children  have  to  ask  I 
specifically  which  area  they'd  like  to  visit  a 
what  they'll  do  once  they  get  there. 

In  a  math  session  LaDonna  Tun 
teaches  second  graders  the  concept  of  a  dl 
range,  as  seen  in  bar  charts  representing  nui 
bers  of  pets.  Her  questions  elicit  few  answ| 
and  plenty  of  blank  stares.  The  class  had  gc 
over  this  material  the  day  before,  but  neai 
all  have  forgotten  the  concept. 

Legacy  has  been  open  for  only  sev, 
months,  so  it's  too  early  for  any  grand  pi 
nouncement  on  how  its  students  will  fai 
The  dropout  rate  in  North  Lawndale  scho» 
is  46%,  but  the  problem  doesn't  really  so 
face  until  the  kids  are  well  past  the  secoi 
grade.  Vivian  Hudson- Davis,  principal  of  tj 
Mason  school,  is  a  big  fan  of  Legacy,  yet  s 
predicts  that  Legacy  will  face  its  share  of  chi 
lenges  on  this  front  "As  the  students  get  old 
the  parents  get  less  involved.  And  the  old 
the  students,  the  harder  they  are  to  contrc 
she  says. 

Anissa  Smith  doesn't  want  to  hear  th 
quite  yet:  "The  kids  are  reading  and  writiri 
and  they're  excited  to  get  up  and  go  to  schoo 
she  says. 
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Kocn  industries 


CI  IAIU.ES  KOCH  HAS  MADE 
some  expensive  mistakes 
since  joining  his  father's 
engineering  and  pipeline 
company  in  Wichita, 
Kans.  in  1961.  There  was 
the  $50  million  he  lost  on 
supertankers  and  crude  oil  in  the  mid- 
1970s.  He  blew  $120  million  more  on  a 
misguided  attempt  to  turn  Purina  Mills 
into  an  integrated  feed-to-steaks  agribusi- 
ness in  the  late  1990s.  Purina  went  bank- 
rupt in  2000. 

"If  I  get  a  concept  in  my  head  that  I 
think  is  the  way  the  world  works,  I  apply  it 
to  everything,"  says  Koch,  70,  an  MIT- 
i  rained  engineer  who  discovered  free-mar- 
ket economics  in  the  1960s  and  built  a 
management  philosophy  around  it.  "I  get 
burned  a  lot  because  you  tend  to  misapply 
things  when  you  do  that." 

You  should  be  so  lucky  as  to  get  burned 
the  way  Charles  Koch  did.  During  the  38 
years  he  has  been  running  Koch  Industries, 
the  company  has  grown  more  than  a  hun- 
dred times  in  value,  to  an  estimated  $30 
billion,  compared  with  a  thirteenfold 
increase  in  the  S&P  500  index. 

Koch's  ideas  will  get  their  biggest  test 
yet  with  the  acquisition  of  Georgia-Pacific, 
the  Atlanta  timber  and  paper  company  he 
snagged  in  December.  With  $20  billion  in 
revenue,  GP  pushed  Koch  Industries  past 
Cargill  to  become  the  largest  privately  held 
company  in  the  world.  He  paid  $48  a  share, 
a  39%  premium  to  the  market  price,  for  a 
company  freighted  with  a  boom-and-bust 
pulp  business  and  57,000  asbestos  lawsuits. 
"I  like  deals  with  some  hair  on  them,"  Koch 
explains  in  the  cafeteria  at  his  headquarters 
in  Wichita,  where  he  eats  lunch  every  day. 
"If  a  business  doesn't  have  some  complica- 
tions, it's  probably  too  expensive  for  us." 

With  a  total  price  of  $21  billion,  includ- 
ing assumed  debt,  Georgia-Pacific  was 
hardly  cheap.  But  in  Koch's  calculus  it  was  a 
good  deal  precisely  because  of  the  things 
public  investors  disliked:  Its  big,  asset- 
heavy  factories  transform  raw  materials 
into  many  products,  and  it's  vulnerable  to 
the  rise  and  fall  of  prices  as  companies 
overexpand  and  then  suffer  the  conse- 
quences. Pretax  profits  in  GPs  lumber  and 
wallboard  division  surged  to  $997  million 
in  2004  from  $129  million  two  years 


By  acquiring  Georgia-Pacific,  Charles  Koch 
has  turned  his  family  business  into  the 
world's  largest  private  company.  How 
does  he  make  it  work?  By  Daniel  Fisher 
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j  fore,  for  example,  and  just  as  easily  could 

jimp  after  the  real  estate  market  cools  off. 

jit  Koch  thinks  his  sawmills,  mostly  in  the 
utheast,  will  be  cheaper  to  operate  and 

i  >ser  to  growing  markets  than  those  of  the 
mpetition.  That  should  translate  into 
ig-term  returns  that  exceed  the  9%  Koch 
uld  get  by  simply  liquidating  his  com- 
my  and  investing  the  proceeds  in  an 

j  dex  fund. 

I  Charles'  father,  Fred  C.  Koch,  the  son 
a  Dutch  immigrant  who  ran  a  newspa- 
It  in  northern  Texas,  developed  a  more 
Ificient  process  for  converting  crude  oil 
I  to  gasoline.  Big  oil  companies,  sensing  a 


threat,  hit  him  with  so  many  patent  law- 
suits that  he  decamped  for  the  Soviet 
Union  and  built  refineries  there  through 
most  of  the  1930s.  (There  he  developed  a 
hatred  for  communism  and  was  an  early 
member  of  the  far-right  John  Birch  Society. 
"Virtually  every  engineer  he  worked  with 
[there]  was  purged,"  Koch  says.) 

Charles  started  his  career  working  for 
Arthur  D.  Little  Inc.,  the  management  con- 
sulting pioneer.  "It  was  like  graduate  school 
but  better,"  he  says.  He  returned  to  Wichita 
after  his  father  threatened  to  sell  the  busi- 
ness and  took  control  after  Fred's  death  in 
1967.  His  brother  David  runs  a  chemical 


equipment  business  out  of  New  York  City. 
David's  twin  brother,  William,  and  the  old- 
est brother,  Frederick,  along  with  other 
family  members,  sold  their  interests  for 
$1.1  billion  after  a  bitter  split  in  the  early 
1980s.  William,  famous  for  bankrolling  the 
winning  America's  Cup  yacht  in  1992,  sued 
his  brothers  in  the  early  1990s,  accusing 
them  of  underreporting  crude  oil  and  gas 
purchases  on  federal  and  Indian  lands  and 
misleading  him  about  the  value  of  the 
company.  He  settled  again  in  2001. 

The  family  business  Charles  inherited 
consisted  of  an  engineering  firm,  part- 
interest  in  a  Minnesota  refinery,  a  crude- 
oil-gathering  pipeline  in  Oklahoma  and 
some  cattle  ranches.  Koch  was  intrigued  by 
free  market  theories  of  economists  like 
Friedrich  Hayek  and  Ludwig  von  Mises 
and  saw  the  newly  renamed  Koch  Indus- 
tries as  a  platform  for  experimentation. 

And  for  failure— like  the  attempt  to 
make  employees  negotiate  prices  for  intra- 
company  goods  and  services  as  if  they 
were  individuals  in  a  market  economy. 
Managers  in  one  unit  would  balk  at  paying 
the  price  another  unit  charged  for  supplies. 
"So,"  Koch  recalls,  "you'd  spend  $200  to 
sort  out  $6.43." 

But  some  experiments  worked.  Koch  still 
requires  managers  to  pay  market  prices  when 
they  trade  things  in  bulk  He  also  lets  them 
negotiate  the  share  of  overhead  they  charge 
against  profits  in  their 
units  (he  calls  these 
shared  costs  "taxes")  and 
pushes  "decision  rights" 
down  as  far  as  possible,  so 
employees  act  like  own- 
ers of  the  assets  they  over- 
see. Some  regional  managers  have  more 
authority  over  hiring  and  business  strategy 
than  the  executives  they  report  to.  Workers 
can  earn  bonuses  that  exceed  their  annual 
salary.  Koch  makes  an  exception  for  environ- 
mental issues,  however;  after  paying  a  $30 
million  fine  in  2000  for  oil  spills,  then  the 
largest  environmental  penalty  in  U.S.  history, 
the  company  monitors  compliance  from 
headquarters  and  holds  employees 
accountable  for  even  minor  violations. 

Its  all  designed  to  foster  Schumpeter- 
style  creative  destruction.  To  illustrate  the 
point,  Koch  whips  out  a  chart  of  the  rise 
and  fall  of  profits  for  various  products  made 


Charles  Koch  of 
Koch  Industries: 
a  man  who 
likes  "deals 
with  some  hair 
on  them." 
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Whether  you're  planning  Ml  J  jfif  luxurious  accommodations, 
a  lavish  group  retreat  or  a  ^&*mft?  gourmet  cuisine  ,  pristine 
rewarding  incentive  for  your  top^^8^  beaches ,  state-of-the-art 
performers,  Grand  Lido  Resorts  gy  conference  facilities  and 
Spas  are  up  to  the  task,  from  an  endless  variety  of  activities 
the  casual  elegance  of  Grand  to  keep  everyone  invigorated 
Lido  Negri!  to  the  cjuiet  charm  of  and  entertained.  All  included  in 
Grand  Lido  5raco,  you'll  discover    one  simple  upfront  price. 

Win  a  5  day/4  night  trip  for  2! 

Register  online'  at  www.grandlido.com/groups  for  your  chance  to  win. 
No  purchase  necessary.  Airfare  extra.  See  website  for  details. 

Visit  www.grandlido.com  or  call  your  travel  agent  or  1-800-Go-Super  (467-8737). 


by  Invista,  DuPont's  fiber  business,  wh 
Koch  bought  for  $4.2  billion  in  2004.  Wl 
each  fiber  eventually  suffers  a  painful  eta 
off,  the  next  one  hits  an  even  higher  peal 
making  a  growth  business  out  of  a  series 
declining  ones.  "You  constantly  have 
destroy  what  you're  doing,"  Koch  says. 

It  can  be  a  tough  sell  to  employees  w 
suddenly  find  themselves  working 
Koch  Three  hundred  workers  at  a  forr. 
DuPont  plant  in  Maitland,  Ont.  struck  I 
year  after  Invista  sought  concessio 
including  a  provision  allowing  uni 
employees  to  be  replaced  by  less  expens 
contractors  following  a  layoff.  After  f 
months  on  strike  the  union  agreed  to  m 
of  the  terms 

"Change  has  been  very  difficult,"  s. 
James  Flickinger,  president  of  the  3,500-e 
ployee  International  Brotherhood  of  DuP< 
Workers,  which  represents  less  than  a  the 
sand  workers  at  what  are  now  Koch  plar 
"If  something  is  noncompetitive,  they  \ 
stop  doing  it;  they  will  streamline." 

Georgia-Pacific's  55,000  employe 
40%  of  them  unionized,  will  stretch  Koc 
powers  of  persuasion  to  the  limit.  Alrea 
Koch  has  been  flying  to  operations  arou 
the  country,  trying  to  rally  employees 
the  Koch  way  of  doing  things.  Employe 
are  schooled  on  Koch's  free-market  philo 
ophy  and  management,  from  two  hours 
several  days.  "Do  we  expect  100%  to  s. 
'Aha!'?"  Koch  asks.  "It  takes  a  lot  of  ha 
work.  Some  leave." 

"They  operate  out  of  Wichita,  but  the 
people  are  as  global  as  it  gets,"  says  Raymo 
J.  McGuire,  the  investment  banking  boss 
Citicorp  who  represented  Koch  in  the  Gee 
gia-Pacific  purchase.  Unlike  private-equ 
funds,  which  buy  industrial  companies  ai 
load  them  with  debt  to  get  a  quick  retiu 
"they  are  investing  in  their  own  stratej 
ideas,"  McGuire  adds. 

Will  those  ideas  outlive  Charles  Koc 
One  son,  28-year-old  Chase,  works 
business  development  at  the  compar 
Dodging  the  question  of  successio 
Charles  says  only  that  Chase  is  "going 
be  a  significant  stockholder  someday."  T 
public  evidently  will  not.  Shares  in  Ko 
Industries,  40%  of  them  owned  by  Charl 
will  be  offered  to  the  public  "literally  ov 
my  dead  body." 


The  Value  of  Integration 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance  plans 
contain  exclusions  and  limitations.  'Aetna  Integrated  Informatics  study  (1/06)  of  159,105 
enrolled  members  (claims  period:  7/03-6/04).  Risk-adjusted  per  member,  per  month  costs  for 
3,291  members  identified  with  one  or  more  of  the  following:  Asthma,  Chronic  Heart  Failure  and 
Diabetes.  Does  not  guarantee  similar  results  for  any  particular  employer.  Savings  will  vary  based 
on  disease  prevalence  and  other  factors.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
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Cut  some  green. 
Lower  medical  costs 
by  up  to  20%. 

A  new  study*  shows  that  integrating 
Medical,  Pharmacy  and  Disease 
Management  benefits  with  Aetna  can 
help  lower  medical  costs.  According 
to  the  data,  overall  costs  dropped  by 
15-20%  for  high-risk  Aetna  members 
with  integrated  benefits  compared 
to  similar  members  with  just  medical 
insurance  benefits.  That's  because 
integration  allows  for  a  better  exchange 
of  information  to  help  high-cost,  high- 
risk  members  better  manage  their 
conditions.  To  find  out  more,  call  your 
broker,  Aetna  representative,  or  visit 
us  today  at  aetna.com. 
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Broadband  Bonanza 


Sales  of  traditional  phone  lines  are  waning.  So  Verizon,  the  mega-Baby  Bell, 
has  been  trying  to  spend  its  way  to  broadband  glory,  shelling  out  billions  to 
build  a  fiber-optic  network  and  to  buy  telecom  rival  MCI. 

Stock  in  Verizon  (34,  VZ)  plunged  from  $40  per  share  in  January  2005  to 
$29  in  October,  and  only  now  is  inching  back.  While  earnings  drooped  5.5% 
to  $7.4  billion  in  2005,  on  $75  billion  in  revenue,  the  2004  number  was 
inflated  by  a  sale  of  Canadian  assets. 

Sanford  C.  Bernstein  analyst  Jeffrey  Halpern  thinks  the  market  is  wrong 
to  believe  that  Verizon  is  overspending,  as  compared  with  others,  particu- 
larly AT&T  (formerly  SBC).  AT&T's  fiber  network  will  have  much  smaller 
bandwidth  and  Verizon  will  reap  twice  the  savings  benefit  in  providing 
homes  with  broadband  once  the  rollout  is  done,  Halpern  estimates.  Now  3 
million  of  its  customers  have  broadband,  and  that  should  double  by  year- 
end,  then  reach  18  million  by  2010.  When  MCI  is  integrated,  the  combina- 
tion is  supposed  to  bring  $8  billion  more  yearly  in  sales  and  savings. 

Verizon's  business  potential  is  huge,  he  figures.  Verizon  Wireless,  which 
it  co-owns  with  Vodafone,  added  7.5  million  subscribers  last  year  to  lift  sales 
17%.  The  company's  number  of  broadband  Internet  lines  rose  48%,  helping 
to  offset  the  decline  in  local  lines.  The  company  may  dump  its  directory 
business  and  buy  from  Vodafone  the  share  of  Verizon  Wireless  it  doesn't 
already  own.  Meanwhile,  the  company  has  a  healthy  4.8%  dividend  yield. 
And  it's  cheap.  Verizon's  trailing  price/earnings  ratio  is  a  measly  13,  com- 
pared with  17  for  both  AT&T  and  BellSouth.  —Tim  Doyle 


Storm  Tossed 

Last  year's  hurricanes  shook  reinsurers  to 
their  foundations.  These  companies 
shoulder  a  chunk  of  the  risk  that 
property-casualty  carriers  take  on.  Many 
had  painful  losses,  especially  the  smaller 
ones.  Case  in  point:  Montpelier  Re  (18, 
MRH).  It  suffered  a  stock  skid  from  $32  in 
September  to  a  low  of  $17  in  December. 

Montpelier  has  reduced  its  quarterly 
dividend  from  36  cents  per  share  to  7.5  cents. 
The  combined  ratio — claims  and  expenses  as 
a  percentage  of  premi- 
ums—rose to  213%  for 
2005's  first  nine  months 
from  84%  for  the  compa- 
rable 2004  period.  Any- 
thing above  100%  means 
it  is  unprofitable.  For 
2005's  first  three  quarters 
Montpelier  ran  up  a  $692 
million  loss  on  $788  million  in  revenue.  We 
went  to  press  right  before  Montpelier  released 
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fourth -quarter  financials.  To  buttress  its  cap- 
ital position,  Montpelier  was  forced  to  raise 
$100  million  in  trust-preferred  securities  in 
January. 

Nevertheless,  John  Maloney  of  M&R 
Capital  smells  a  bargain  and  is  buying.  A  lot 
of  competitors,  like  General  Electric  Capi- 
tal, are  leaving  the  business.  Montpelier  has 
wide  experience  in  underwriting  and  has 
sufficient  capital  to  flourish  once  more.  After 
a  catastrophe,  rates  go  up. 

— Phyllis  Berman 

Roadkill 

Used-car  seller  America's  Car-Mart  (19, 

CRMT)  usually  is  very  good  at  strong-arm- 
ing deadbeat  customers  into  repaying 
their  car  loans.  It  specializes  in  subprime 
customers  in  the  South  and  keeps  all  their 
loans  on  its  books,  instead  of  unloading 
them  elsewhere. 

The  collection  effort  hasn't  worked  so 
well  lately,  though.  A  surge  in  credit  losses 
in  the  first  six  months  of  fiscal  2006  (ended 


October  2005)  sent  net 
income  down  18%  to 
$7.7  million  on  $1 14  mil- 
lion in  sales.  Payment 
delinquencies  grew  from 
3.5%  to  4.1%.  And  then 
there  was  the  Internal  Revenue  Service  e: 
animation  of  the  2002  tax  return,  sti 
under  way.  The  stock  tumbled  from  $25 
year  ago  to  $14  in  November.  But  it  is  climl 
ing  back  now. 

Hold  on.  Ivan  Feinseth,  research  direo 
tor  at  Matrix  USA,  says  more  bad  news 
to  come  because  of  the  slowdown  in  aut 
sales  and  increased  competition  from  bi 
guys  like  AutoNation  and  CarMax.  Hi 
company's  same-store  sales  growth  he 
slowed  from  11.5%  to  8.1%.  And  cred 
losses  show  little  sign  of  abating;  Feinset 
says  the  company's  tough  collection  tactic 
will  have  little  effect.  Meanwhile,  the  outf 
pays  a  lofty  8.9%  for  its  bank  loans.  We  sa 
short  the  stock. 

— Tatiana  Serafn 
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Global  reach. 
Because  opportunities 
don't  always  reside  in 
your  time  zone. 


Specialist  investment  teams  across  the  U.S.  and  in 
financial  markets  worldwide.  Because  opportunity  may 
be  around  the  comer,  or  in  the  farthest  comer  of  the  world. 
Visit  www.vankampen.com/shine  or  call  1-800-421-9098  and 
see  what  Van  Kampen  can  do  for  every  investor's  portfolio. 
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KAMPEN  INVESTMENTS 


SHINE 


1st  performance  is  not  a  guarantee  of  future  results.  Please  consider  the  investment  objectives, 
ks,  charges  and  expenses  of  the  fund  carefully  before  investing-.  The  prospectus  contains  this  and 
her  information  about  the  investment  company.  To  obtain  a  prospectus,  contact  your  financial 
visor  or  download  one  at  vankampen.com.  Please  read  the  prospectus  carefully  before  invest- 
3.  Investing  in  foreign  markets  may  involve  additional  risks,  such  as  additional  currency,  political, 
onomic,  and  market  risks.  Copyright  ©2005  Van  Kampen  Funds  Inc.  RN05-02350P-N06/05B 
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thp  Patient  investor  i  jonn  w.  Kogers  jr. 


FARM  IT  OUT 


LIKE  POLITICS  AND  RELIGION,  OUTSOURCING  HAS 
become  a  contentious  topic.  It  often  translates  into  lost 
jobs,  and  often  those  jobs  migrate  to  countries  where 
labor  is  cheap.  But  not  always.  Less  noticed  is  that  some 
outsourcing  goes  on  within  U.S.  borders.  Here  you  see 
some  jobs  shift  around,  yet  the  end  result  benefits  both  corporate 
bottom  lines  and  general  employment  levels. 

With  domestic  outsourcing,  companies  get  to  shed  distract- 
ing noncore  operations  so  they  can  focus  on  what  they  do  best. 
And  employers  who  take  up  such  cast-off  chores  do  them  more 
efficiently  and  turn  a  pretty  profit.  These  are  American  jobs 
that,  by  and  large,  stay  as  American  jobs.  In  Ariel's  portfolios, 
a  key  theme  is  our  enthusiasm  for  businesses  competent  at 
minding  matters  others  need  but  are  smart  to  avoid.  We  are 
placing  a  big  bet  on  outsourcing  as  demonstrated  by  a  few  of  my 
holdings  below. 

Every  company  talks  about  how  people  are  their  greatest 
asset,  yet  few  businesses  are  equipped  to  manage  their  human 
relations  functions  in-house.  This  is  precisely  why  I  am  a  big  fan 
of  Hewitt  Associates  (26,  HEW),  which  handles  personnel,  pay- 
roll, health  care  and  retirement  for  an  enormous  number  of  large 
corporations. 

Solidly  profitable  Hewitt  has  seen  its  stock  swoon  15%  over 
the  past  year.  Investors  apparently  fear  it  will  be  a  drain  to  begin 
serving  a  batch  of  new  clients  the  company  just  enlisted.  Such 
a  view  is  myopic.  Hewitt's  long-term,  multimillion-dollar  deals 
have  tremendous  earning  power.  Once  new  projects  get  under 
way,  capital  requirements  dwindle,  and  Hewitt  reaps  large  pay- 
ments, year  in  and  year  out. 

And  the  clients  are  happy.  Last  year  Hewitt  received  an 
award  for  its  work  with  Johnson  &  Johnson.  In  applauding  their 
relationship,  Eileen  Palumbo,  J&J  s  director  of  shared  service 
benefits,  marveled  at  the  heavy  investment  Hewitt  had  com- 
mitted to  the  contract. 

Hewitt  trades  at  a  32%  discount  to  my  $38  estimate  of  pri- 


outsourcing,  ServiceMaster  (12,  SVM),  specializes  in  the  dii 
work.  Its  employees  do  everything  from  exterminating  to  lai 
care  to  custodial  tasks.  ServiceMaster  has  assembled  a  stel 
lineup  of  brands  including  nationally  recognized  names  li 
TruGreen  ChemLawn,  Terminix  and  American  Home  Shie 
Each  is  the  leader  in  its  category. 

The  company  has  an  unlimited  potential  clientele — a 
business  or  any  homeowner  is  a  potential  ServiceMaster  a 
tomer.  I'm  also  impressed  with  management's  concentrati 
and  discipline. 

Also  laudable  is  the  company's  willingness  to  cut  the  core 
something  isn't  working.  In  early  February  ServiceMasI 
announced  its  intent  to  sell  American  Residential  Services  a; 
American  Mechanical  Services,  the  heating-cooling  and  plum 
ing  units,  which  have  dragged  down  profits.  The  decision  shoi 
free  up  time  and  capital  for  better  uses.  ServiceMaster  shai 

change  hands  at  a  20%  di 
count  to  my  $15  estimate 
intrinsic  worth. 

It's  not  just  everyday  choi 
like  lawn  mowing  that  get  oi 
sourced.  A  big  opportuni 
comes  in  corporate  data  pr 
cessing  departments.  Whi 
companies  don't  get  their  te 
right,  they  can  hemorrha 
cash  trying  to  fix  the  problei 
The  answers  are  maddening 
complex. 

Enterprise-wide  solutio 
are  not  one-size-fits-a 
Accenture  (32,  ACN)  cu 
tomizes  technology  solutions  for  companies  of  all  sizes  aroui 
the  world. 

Accenture's  client  list  is  vast,  including  blue  chips  like  Br 
tol-Myers  Squibb  and  Time  Warner.  It  has  partnerships  wii 
myriad  enterprise  software  outfits  and  technology  vendors 
illustrate  its  range  of  talents,  Accenture  is  creating  an  antite 
rorism  system  for  the  Department  of  Homeland  Security. 

Formerly  called  Andersen  Consulting,  the  firm  has  be< 
through  rocky  times.  There  was  the  messy  2001  split  wi 
partner  company  Arthur  Andersen,  the  accounting  giant — 
retrospect  a  good  move  since  the  Enron  scandal  led  to  Arth 
Andersen's  demise. 

Accenture  had  to  start  afresh  amid  the  tech  bust,  and  cr: 
ics  were  legion.  The  company  has  proved  them  wrong.  I  fii 
purchased  Accenture  shares  when  corporate  info-tech  ser 
ices  spending  bottomed  out  in  2002.  Today  the  company  is 
vibrant  success. 

The  stock  trades  at  a  20%  discount  to  my  $40  estimate 
the  company's  intrinsic  worth. 


Outsourcing 
firms  in  the  U.S. 
do  very  well, 
handling  the 
burdens  of 
personnel, 
cleaning  and 
tech  jobs  for 
companies. 


r 


vate  market  value.  I  see 

quality  on  sale.  I  Jonn  w-  R°gers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Managemer 

Another  champion  of 


LLC,  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  heme  page  at  www.forbes.com/rogers. 
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INSTAJUNK 


IHE  SCREAM  OF  PAIN  AND  ANGUISH  YOU  HEAR  IS 
coming  from  bondholders.  We  are  suffering  from  a 
mania  that  is  sweeping  corporate  America,  benignly 
called  "enhancing  shareholder  value."  The  most  com- 
mon form  of  this  phenomenon  is  the  stock  buyback, 
which  if  perpetrated  on  any  but  the  highest-P/E  companies  has 
the  effect  of  increasing  earnings  per  share  and  perhaps  the  stock 
price.  Unfortunately,  at  the  same  time  that  buybacks  enrich 
shareholders  they  impoverish  bondholders.  To  pay  for  the  shares 
the  corporate  treasurer  must  either  deplete  cash  reserves  or  bor- 
row money,  and  either  action  hurts  a  company's  credit  rating. 

Joining  buybacks  as  credit-quality  killers  are  the  new  zest  for 
acquisitions,  which  add  punishing  debt,  and  spinoffs,  where 
good  units  depart  and  big  liabilities  stay.  Whether  such  moves  are 
strategically  wise  or  not,  they  frequently  have  one  bad  effect: 
They  deplete  the  balance  sheet. 

I  warned  about  the  deterioration  of  balance  sheets  in  my  Dec. 
12,  2005  column.  Since  then  the  volume  has  been  turned  up,  and 
many  high-quality  bonds  are  becoming  junky  overnight. 

The  rating  agencies  have  been  dropping  ratings  with  scary 
speed.  In  the  first  part  of  this  decade  they  typically  waited  after  an 
announcement  about  increased  debt  to  see  what  the  company 
did  with  the  borrowed  money.  Now  they  are  lowering  the  ratings 
first  and  looking  later. 

For  example,  Affiliated  Computer  Services,  which  runs  out- 
sourced data  processing  departments,  in  late  January  announced 
a  buyback  of  up  to  55.5  million  shares.  It  will  borrow  as  much  as 
$3.5  billion  to  finance  the  deal.  Moody's  downgraded  Affiliated 
Computer's  bonds  from  Baal  to  a  junk  bond  rating  of  Ba2.  Stan- 
dard &  Poor's  reaction  was  equally  punitive;  it  lowered  the  rating 
from  BBB+  to  the  junk  grade  of  BB+.  Standard  &  Poor's  placed 
the  company  on  review  for  further  downgrade. 

Corporate  spending  on  stock  buybacks  has  exploded.  Stan- 
dard &  Poors  estimates  that  the  companies  in  the  S&P  500 
spent  $315  billion  on  share  buybacks  last  year,  versus  $197 
billion  in  2004. 

Rating  agencies  are  unhappy,  too,  about  the  rising  level  of 
acquisitions.  Look  at  what  happened  when  Supervalu  unveiled  its 
purchase  of  another  supermarket  chain,  Albertsons,  for  $3.8  bil- 


lion in  cash,  $2.5  billion  in  stock  and  the  assumption  of  $6.1  bi 
lion  in  Albertsons  debt.  Both  rating  agencies  quickly  put  Supe 
valu  bonds  on  negative  credit  watch,  saying  they  may  downgrac 
them  to  junk.  Supervalu  bonds  swooned.  The  7.5s  due  May  201 
which  had  traded  at  107.7  cents  on  the  dollar  for  a  6%  noncallab 
yield  to  maturity,  tanked  to  103.25  for  a  6.85%  yield. 

That  was  a  quick  $44.50  loss  for  every  $1,000  of  face  valul 
Supervalu  management  anticipates  immediate  benefits  and  syr 
ergies  from  the  Albertsons  takeover,  but  it  won't  help  make  d 
for  those  bond  losses. 

First  Data,  which  processes  credit  card,  bank  and  retail  pa; 
ments,  has  sought  to  please  the  stock  market  by  a  spinoff  of  Wes 
em  Union,  now  a  money  transfer  business.  Details  won't  be  di 
closed  until  after  first-quarter  earnings,  but  the  ratings  agencies  ai 
being  preemptive.  Western  Union  provided  45%  to  50%  of  Fir 

Datas  operating  income  (earninj 
before  interest,  taxes,  depreciatic 
and  amortization),  and  that  coi 
tribution  will  be  missed  in  sen 
icing  the  debt.  First  Data's  bond 
rated  Al  by  Moody's  and  A+  p 
Standard  &  Poor's,  swiftly  g» 
downgraded  to  A2  by  Mood) 
and  put  on  negative  credit  watc 
by  Standard  &  Poor's, 
the  company  recommenct 
its  share  buyback  progran 
the  rating  might  well  declir 
to  BBB. 

Wendy's  Internationa 
whose  hamburger  chain 
limping  along  on  flat-to-dow 
same-store  sales,  thinks  it  ca 
please  Moody's  and  S&P  t 
divesting  good  properties.  It  recently  received  a  $63  millia 
pretax  gain  from  real  estate  sales.  The  chain  also  announced 
plan  for  a  15%  to  18%  stock  offering  in  its  thriving  Tim  Hortoi 
Canadian  doughnut  operation  for  $600  million  and  a  tax-fre 
spinoff  of  the  remainder.  The  cash  is  nice,  but  Tim  Hortons  pn 
vides  60%  of  Wendy's  operating  income.  These  seemingly  clevt 
strategic  initiatives  have  landed  Wendy's  bonds  on  a  negath 
credit  watch. 

You  get  the  picture.  Credit  quality  risk  is  accelerating,  whic 
means  it's  time  for  bond  buyers  to  get  conservative.  Read  can 
fully  every  bit  of  news  about  the  high-grade  companies  yo 
already  own.  Get  out  if  management  makes  the  wrong  move. 

For  your  new  money  I  recommend  short-term  Treasury 
With  todays  flat  yield  curve,  six-month  Treasury  bills  and  twc 
year  notes  offer  as  much  yield  as  ten-year  Treasurys,  with  le: 
risk.  Nor  is  the  modest  yield  gain  offered  by  most  corporal 
bonds  worth  the  risk.  I 


American 
tragedy:  You 
buy  a  high- 
quality  bond 
and  then  the 
corporate 
treasurer  junks 
up  the  balance 
sheet  with  a 
buyback  or 
acquisition. 


I  Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Manage 
ment,  Inc.,  a  Los  Angeles  fixed-income  money  manage: 
Visit  her  home  page  at  www.forbes.com/cohen. 
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C-suite  executives  of  high-performance  businesses  know  first-hand  that  the  value 
of  a  merger  or  acquisition  rises  exponentially  when  it  is  realized  as  quickly  as  possibl 

While  the  journey  to  high  performance  is  always  uncertain,  Forbes  and  Accenture 
have  joined  forces  to  offer  unparalleled  perspective,  expertise  and  strategy  execution! 

The  Forbes  M&A  Conference  will  help  executives  focus  on  three  topics  essential  to 
extracting  deal  value:  |r 

•  Strategic  and  operational  due  diligence  I 

•  Building  an  in-house  M&A/merger  I 
integration  capability 

•  Leadership,  governance  and  culture 
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VAROOM! VAROOM! 


at  Fink  Renaissance 


Ed  Roth  is  long  gone,  but  his  wild  cars  and  subversive 
artwork  are  frisky  all  anew  |  By  Jonathan  Fahey 


JAY  LENO,  55,  COMEDIAN  AND  GEARHEAD,  SAYS  OF  ED  (BIG 
Daddy)  Roth,  "When  I  was  14,  15,  he  was  the  guy. 
There  was  Elvis,  the  Beatles,  the  Rolling  Stones  and  Big 
Daddy."  Roths  medium  wasn't  music.  It  was  motorcraft. 
Where  other  car-customizers  modified  Chevys  and 
Fords,  Roth  built  wholly  new,  surrealist  cars. 

In  the  late  1950s  and  early  1960s,  when  even  mainstream 
U.S.  car  design  looked  pretty  wild,  Roth's  work  stood  out.  "He 
would  build  twin-engine  deals  and  cars  with  a  cartoony  char- 
acter," says  Leno.  "There's  no  equivalent  to  him  today.  Hot  rods 
now  are  much  more  practical." 

Roth,  who  died  in  2001  at  69,  also  drew  cartoon  animals  of 
whimsical  repellency,  such  as  Rat  Fink  Now  his  cars  and  draw- 
ings are  being  sought  by  collectors.  Two  museums  are  planning 
shows  devoted  to  him,  and  a  film  documentary  (Tales  of  the 
Rat  Fink,  with  John  Goodman  as  Big  Daddy)  debuts  this 
month.  Both  toymaker  Mattel  and  clothingmaker  Quiksilver 
are  discussing  tie-ins. 

Ford  dealer  Beau  Boeckmann  hadn't  thought  about  Big 
Daddy  in  more  than  a  decade  when  in  2001  he  was  approached 
by  a  Roth  groupie  asking  if  Boeckmann's  dealership  in  North 
Hills,  Calif,  would  sponsor  a  Fink  festival  celebrating  Roth's 
most  famous  animal  character. 

"I  was  way  into  Rat  Fink  when  I  was  a  kid,"  says  Boeck- 
mann, 35.  "It  was  like  discovering  an  old  friend." 

Never  mind  that  this  "friend"  was  a  fat,  hideous  rat  with 
bulbous,  bleeding,  bloodshot  eyes,  a  gummy,  fanged  mouth 
and  a  hangdog  expression.  Boeckmann  not  only  sponsored  the 
event  but  also  last  August  paid  $200,000  for  a  Roth-made  car 
from  1961— Rotar — that  resembles  a  fighter  jet.  It  sold  for 
$5,500  in  1996  and  for  $20,000  in  1999.  "Big  Daddy  didn't  fit 
any  mold,"  says  Boeckmann.  "He  was  an  originator.  That  car 
was  worth  every  penny." 

Roth  licensed  to  toymakers  rights  to  Rat  Fink,  Mr.  Gasser  (a 
green,  fanged  monster  with  an  unruly  tongue)  and  other  charac- 


From  the  top,  Ed  (Big  Daddy)  Roth  (with  Rat  Fink  T  shirt)  and  some  of  his  many  progeny: 
Beatnik  Bandit;  Orbitron  (with  Ed  at  the  wheel);  Mysterion;  and  Rotar  (original  form). 


MARCH  13,  2006      FORBES  113 


JOIN  THE  CEO 
NETWORK  ON 

Forbes 

■com 


Join  the  nearly  8,000  senior  executives 
from  around  the  globe  who  have  restricted 
access  to  unique  and  critical  content, 
discussion  boards,  chats  and  polls. 

Membership  in  the  CEO  Network  is 
complimentary  to  qualified  applicants. 

Email  ceoinvite@forbes.net  to  request 
your  membership  invitation. 


Sponsored  by 


<bmcsoftware 


Peace 


Some  ideas  resonate  in  any  language. 
That's  why  Rotary  has  developed 
educational  programs  and  provides 
scholarships  around  the  world  to 
promote  peace  and  conflict  resolution. 
Together  we  can  create  a  more 
peaceful  world. 


R 

Huim 

WWW.  I'D1 


ion. 


ForbesLife 


ters  he  created  He  also  commissioned  artists 
to  make  Fink-inspired  pens,  stickers,  posters 
and  dolls.  Rotlis  estate  still  sells  such  ephemera, 
but  representatives  won't  divulge  how  much. 

In  the  days  before  sit-ins,  flower 
power  and  bra  burning,  Roth  capitalized 
on  the  subversive  appeal  to  kids  of  bleed- 
ing eyes  and  drooling  rodents.  Slap  a  Rat 
Fink  decal  on  your  lunch  box  and  sud- 
denly you  had  a  talisman  that  could 
repulse  teachers,  adults  and  other  bores.  It 
was  the  ultimate  way,  says  Jay  Leno,  of 
"thumbing  your  nose." 


v 


Ralph  Whitworth's  Winnemucca  museum  will  boast  two  Roths 

The  same  images  work  the  same 
magic  now.  Tristan  Herold,  an  8-year-old 
from  Metuchen,  N.J.,  discovered  Ed  Roth 
two  years  ago  while  watching  TV.  "He  was 
wowed,  and  ever  since  it's  been  Rat  Fink, 
Rat  Fink,  Rat  Fink,"  says  Andrew  (A.J.) 
Herold,  Tristans  40-year-old  father. 

The  most  collectible  creations  are  the 
cars  themselves.  Outlaw,  built  in  1959 — 
the  car  that  launched  Roth's  fame — looked 
like  a  Model  T  with  a  cleft  palate.  It  made 
the  cover  of  the  January  1960  issue  of  Car 
Craft  magazine.  "I  remember  seeing  that 
magazine  on  the  rack  on  my  way  home 
from  school,"  says  Pat  Ganahl,  58,  a 
custom-car  aficionado  and  author  of  a 
book  on  Roth.  "It  was  better  than  a  pic- 
ture of  Marilyn  Monroe  naked." 

Tom  Wolfe,  in  a  famous  1963  Esquire 
story  about  custom  cars,  later  expanded 
into  a  book,  called  Roth  the  Salvador  Dali 
of  the  movement.  Roth's  Orbitron  and 
Mysterion  looked  like  spacecraft;  his 
Druid  Princess  like  a  collision  between  a 
horse-drawn  carriage  and  a  hearse. 

Casino  magnate  Bill  Harrah  acquired 
several  of  Roth's  cars.  But  after  Harrah's 


death,  parts  of  his  collection — inclu 
some  Roths — were  sold  to  raise  money 
what  would  become  the  National  Au 
mobile  Museum  in  Reno,  Nev.  T 
museum  still  retains  one  of  Roth's  m 
famous  works,  Beatnik  Bandit.  Out 
belongs  to  the  Petersen  Automot 
Museum  in  Los  Angeles,  which  will  sta 
Roth  show  this  September. 

Ralph  Whitworth,  50,  a  founder  and  pi 
cipal  of  the  San  Diego  asset  management  fi 
Relational  Investors,  was  a  Roth  fan  wl 
growing  up  in  Winnemucca,  Nev.  in  the  e; 

1960s.  He  recently  p 
$250,000  for  Roth's  Rc 
Agent  He  also  owns  a 
built  version  of  the  M 
terion.  Both  will  be  p 
of  a  museum  he  plan 
open  in  Winnemut 
next  year. 

Starting  in  19 
Roth  built  a  new 
annually — not  to  sell 
so  he  could  get  into 
shows  without  payi 
vendor  fees.  He  ma 
money  selling  $2  T  shi 
and  $3  sweatshirts  airbrushed  with  his  ere 
tures.  Other  income  came  from  modelmal 
Revell,  giving  him  a  cut  of  thousands  of  sc 
model  kits  of  his  cars  sold  in  the  mid- 196' 
Leno  remembers  building  them. 

When  car  show  organizers  suggest 
Roth  spruce  up  the  grubby  clothes 
habitually  wore,  he  acquired  a  top  h 
monocle  and  set  of  tails.  Thus  attired — ai 
sporting  a  Maynard  G.  Krebs  goatee — 
would  stand  by  his  car  and  explain 
virtues  while  hawking  Rat  Fink  wares. 

In  the  late  1960s  the  custom-car  era 
cooled  and  so  did  Roth's  production.  Ov 
the  next  30  years  he  built  several  thre 
wheeled  motorcycles  but  only  a  few  mo 
cars.  Now  his  renaissance  is  being  fuel* 
in  part  by  the  proliferation  of  cable 
shows  like  Monster  Garage  and  Bik 
Build-Off,  where  customizers  create  fer 
versions  of  standard  vehicles.  Dav 
Covington,  a  28-year-old  customizer 
Woodward,  Okla.,  has  an  11 -inch  tattc 
of  Rat  Fink  on  his  left  forearm.  "Peop 
are  looking  back  now,  to  old-school  stuf 
says  Covington.  "And  when  they  do,  th 
see  that  his  stuff  was  the  best." 
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ww.cadillac.com 

]  Honda 

:  w  w.automobiles  .honda  .com 
]  Hyundai  Motor  America 
ww.thenew  AZER  A  .com 
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\  AHM  Mortgage 
888-531-7888 
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)  Capstone  Business  Credit, 
LC 

212-755-3636 
w  w.capstonetrade  .com 
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ww.chinawidegroup.com.hk 

I  Cook  -  American  Express 
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)  Darin  Garman 

■319-378-6748 

ww.heartlandinvestment 

Dok.com 

)  Focus  Forcasting/BTSmith 

.  Associates 

-800-586-2322 
i|  w  w.focusforecasting  .com 
\\)  Gallery  Art 

:-888-932-6166 
1  ww.gallart.com 
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-866-713-7487  ext  222 

ww.glamoursecrets.com 
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1-800-552-8120 

w  ww.grandestatesauction  .com 

^b  Health  Management 

Resources 

1-800-418-1367 

Code  60031 

^b  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

^  Horton  Business  Group 

w  w  w.HortonBrokers  .com 

^  Info  USA 

1-800-555-5335 

^b  Landmark  Commerical,  Ltd. 

1-800-392-2468 

www.landmark- 

commericial  .com 

^b  Las  Vegas  Ventures,  Inc. 

1-866-253-0100 

w  w  w.saharatowers  .com 

^b  Life  Quotes,  Inc. 

1-800-441-0072 

w  w  w.lifequotes  .com 

^  National  Watch  &  Diamond 

Exchange 

1-215-627-5626 

ww  w.national  watch  .com 

^  Publisher's  Guild 

1-800-399-0892 

^b  Steven  Sears  CPA/ Attorney 

1-949-262-1100 

www.searsatty.com 
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1-800-223-3845 

w  w  w.VALEFYACHTS  .com 

^b  Webscape  Internet 

www.webscape-internet.com 


^b  Worldwide  Business 

Consultants 

1-800-733-2191 

ww  w.corbettandkish  .com 

Financial  Services 

E*TRADE  Financial 
1-800-731-5220 
www.etrade.com 
^b  T.  Rowe  Price  Balanced 
Fund 

1-800-834-6555 

www.ira.troweprice.com 

^b  T.  Rowe  Price  Capital 

Appreciation  Fund 

1-888-834-6586 

w  w  w.ira  .tro  weprice  .com 

^  T.  Rowe  Price  Global  Stock 

Fund 

1-866-834-6555 

www.ira.troweprice.com 

^b  T.  Rowe  Price  Growth  Stock 

Fund 

1-888-834-6555 
www.ira.troweprice.com 
^b  T.  Rowe  Price  Spectrum 
Growth  Fund 
1-800-834-6555 
www.ira.troweprice.com 
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^  Shangri-La  Hotels  &  Resorts 
www.shangri-la.com 

Orange  County 

^b  University  of  Central  Florida 
www.ucf.edu 
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Jjjxury  Yachting 


Rent  A  Greek 
Cruising  Palace 


And  sail 
among  the 
,000  Greek 
i  islands 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for .4  to  200  guests, 
from  60'  to  490'  and  $  1 ,500  to  $200^000  per  day  for  entire  yacht  with 
its  full  crew)  from  "VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
*  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
,  to...  pamper 'you.. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
'  Tel:  (21 5)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mait:  INFOCftVALEFYACHTS.com  •  Webske:  VALEFYACHTS.com 


Office  Furniture  _v 


*  FASJ,  FREE  DELIVERY  FROM 
80  DISTRIBUTION  CENTERS  .  . 
COAST  TO  COAST' 

*  *  LOWEST  PRICES  GUARANTEED . ' 


•  *  20  YEARS  EXPERIENCE 

•  *  • 


r  Hon  4  Drawer 
Lateral  Files 
.$299.99  to  $449.99 


i  -  I 


•  txtensfve  C 
Including  Desks,  Chairs 


Setting  the  Standard  f 


Uf  1 1IIUI  M 


®  PLANET 

/J\    OFFICE  FURNITURE 

www.PlanetOfficeFurniture.com 
%kk  1-866-380-4978 
Authorized  Online  Dealer  for  |-fl^H\| 

ive  even  more!  Enter  special  promo  code  [616891 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Americanhm.  com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


Eg 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  .  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

8i h  8  Chsslnul  Streels,  Philo.,  PA  m  w d  s not n Ood  tda  rmte 


SAVE  60%  FIRST/BUSINESS 
Major  Airlines.  Corp.  Travel. 

Blake@planetamex.com 
www.pianetamex.com 
212-201-1828 

WE  WILL  NOT 
BE  UNDERSOLD 

COOK 

An  American  Express  Representative 


AMERICAN! 
IEXRRESS 


Forties 


usinessClassified 


For  Advertising  Information  and  Rates  Contact: 
Media  Options:  „ 
1-800-442-6441  III™ 

mediopt@aol.com       y°ur  ad 


Business  For  Sale 


Tl  MESH  ARES 


save  up  to.. 


70 


% 

ofl  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  S99.95 
(save  S50  off  the  regular  $149.95  price.) 

Go  to  www. forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  gi»e  the 
operator  a  special  savings  code  of  S3Q05 


Florida  Engineering  an 
Construction  Company 
For  Sale 

Established,  Profitable,  Proveni 
Email  hortonbrokers@aol.com 
See  www.hortonbrokers.com 
or  call  941-735-8830 


r  THE  WORLD  IS  SHRINKING! 


Nanotechnology  is  changing  our  wori 
...  our  clothes,  the  military,  science, 
autos,  medical  technology ...  every 
thing!  It's  the  investment  cipponljnrh; 
of  a  lifetime  for  those  who  buy  tomo 
row's  superstars  today.  The  monthl 
Forbes/Wolfe  Nanotedi  Report 
puts  you  on  the  right  side  of  history 
separates  the  true  leaders  from  the 
ovemyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuab 
Free  Reports.  Satisfaction  guarantee! 
by  Forbes.  Call  800-523-7967  or  g 
to  www.forbeswolfe.com  /  frb. 
Please  use  savings  code  JN5SAVE 


Forbes  Subscribers  Service,..to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call...800-888-98S 
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lnsure.com 


Ml 


Life 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$500,000 

$1,000,000 

$2,000,000 

35 

$14 

$21 

$37 

40 

$18 

$30 

$54 

45 

$27 

$47 

$89 

50 

$39 

$70 

$136 

55 

$58 

$107 

$209 

60 

$84 

$158 

$311 

65 

$136 

$257 

$510 

70 

$213 

$419 

$834 

Monthly  Rates  for  Males 

Age 

$500,000 

$1,000,000 

$2,000,000 

35 

$14 

$21 

$37 

40 

$18 

$30 

$56 

45 

$27 

$47 

$89 

50 

$40 

$75 

$144 

55 

$65 

$124 

$242 

60 

$103 

$198 

$390 

65 

$220 

$414 

$823 

70 

$388 

$651 

$1,296 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  —  Barron  s 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  —  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  Site  I've  found..."  —  The  Dallas  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."  —  Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  —  U.S.  News  &  World  Report 


visit  lnsure.com 

S  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  3/06 


NOTE:  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer.  Please  call  1-800-441-0072 
or  visit  www.insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith.com,  Inc.,  8205  South  Cass 
Avenue,  Suite  102,  Darien,  Illinois,  60561.  All  rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Quotesmith.com,  Inc.  dba  lnsure.com  Insurance 
Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 


Business  Opportunities 


BANK 

For  S  ale 

310- 
800- 

376 
-733 

-3480 
-2191 

"FREE  Book  Reveals  System 
That  Provides  Predictable,  Low 
Risk  Cash  Flow  Checks  And 
Returns  From  Commercial 
Investment  Real  Estate  Month 
After  Month" 

*  12- Year  Track  Record 
*No  Management  Necessary 

*  Large  Income  Tax  Savings 
*Very  Good  Returns  15%+ 

www.heartlandfundbook.com 
Or  FREE  Recorded  Message  At 
1-800-471-0856  ID#3340 


LAS  VEGAS  CASINO 

Major  Hotel/Casino  Condominium 
Redevelopment  project  seeks  Private  & 

Institutional  Equity  participation. 
Broker  Protected.  Serious  inquiries  call: 

Las  Vegas  Ventures  Inc. 
at:  702-435-2530  or  866-253-0100 
info@saharatowers.com 
www.saharatowers.com 


UNITED  STATES  PATENT 


No  Competition  -  Billion  Dollar 
Industry.  Make  more  money  in  one 
month  than  most  people  earn  in  one 
year.  If  you  can  comfortably  afford  an 
investment  of  $14,900  a  high  six 
figure  income  is  very  probable. 


Call:  888-369-1646 


Diamond  Jewelry 


W  Diamond  Manufacturer 

selling  to  the  public  all  shapes  and  qualities  of 
diamonds.  AGS  and  GIA  diamonds. 
Ideal  Cuts,  Hearts  and  Arrows, 
and  Fancy  Colors. 
Best  Prices.  Satisfaction  Guaranteed 
Our  28*  year, 
www.lhediamond  niaven.com 
1-800-435-2872  1-212-944-8491 
info(o'thcdiarnondmaven.corn 


Forbes 

Business  Classified 

For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
1-800-442-6441 

mediopt@aol.com 
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Business  Classified 


Consult 
The  Best 


JLJ  it Tax  &  Estate 

mm^k  Planning 

I  'Trusts,  Lps,  LLCs 
■HHH  •S-Corps,  C-Corps 
Nevine  Carmeiie  •  Nevada,  Offshore 
E.A.,  M.S.T    •  Private  Banking 


1-949-262-7291 


Sf5 


Major  Area  Franchise  Opportunity 

Americas  fastest  growing,  explosive 
franchise  opportunity  is  looking  for  area 
franchisers  across  the  US  to  develop  and 
support  a  leading  beauty  product  retail 
chain. 

•Huge  Income  Potential.  Equity  Growth  and 
Royalty  Program 

•Complete  Support  From  Franchiser  Head  Office 

•40-50  Store  Areas  For  Sale 

•Be  a  Part  of  a  140  Billion  Dollar  Beauty  Product 

Industry 

•  1 8  Year  History  of  Success  1 00%  Successful 
Premier  Beauty  Product  Retailer 

Glamour  Secrets 

Call  Doug  Warren  1-866-773-7487  ext.222 
email:  doug@glamoursecrets.com 


We  Buy  For  Cash 
Attention! 


Are  you  looking  to  sell  your  home? 
3  to  48  family  houses  anywhere  USA 

Call:  1-718-318-0947 
contact  Mr.  Bernard  Marcus  Tartasky 
318  Beach  85th  St.  suite  208a 
Rockaway  Beach.  NY  II 693- 1441 

iiuncc  iirrangemcnK  can  be  made  to  purchase  your  property 

Tartaskyz@Tartaskyz.com 


Business  For  Sal 


RESTAURANT  CHAIN 

Four  locations  in  MD  &  DE 

Real  Estate  Conveys 
Cash  Flow  in  excess  of  $  1 M 
LANDMARK  COMMERCIAL  LTD 
www.landmark-commercial.com 
800-392-2468 


China  Manufacturing 
Product  Development 
Sourcing 
W 


www.chinawidegroup.com.hk 


ry-Real  Estate 


AUCTIO 

&Mnde£GP(pa$?  RidgefieldjCT 


JTU ESDAY  *  MARCH  28,  2006  •  2PM 

6.99  acres  of  gated  privacy 

Georgian  manor  fully         The  highest  point  in 
renovated  and  .    Fairfield  County! 


renovated  and 
restored  in  2004 

9br  \v/9  full  & 

4  lialf-baths; 

+  guesthouse  w/  2BR, 

2  bath  &  kitchen 

(hand  Ballroom 

Pool  /  Tennis  Courts 


Grand  estates 

AUCTION  COMPANY 

call  for  a  FREE  color  brochure 

1.800.552.8120 

www.G-E-A.com 


704-529-0026  •  Robert  Kirk  CT  Broker  REB754579 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


BACK  PAI 


z 


Get  FREE  information  on 
GUARANTEED  seat  and  back  supp 

Posture  Education 

www.postureedutation.coi 


CALL  TOLL-FREE  1-800-392-0 


■HI 


The  Forbes  Collector  3 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  77ie  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


SLAM  DUNK  INVESTING  IN  Oil 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  re 
ommended  Enerplus  Resource 
(ERF)  at  $17.  It's  now  $43,  ar 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  majc 
opportunities-crude  oil,  gold 
stocks  and  bonds-that  will  ma 
and  break  millionaires.  Subset 
today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investin 
for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  j 
www.  forbesnewsletters .  com/p 


Forbes  Subscribers  Service...to  pian  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at...www.forbes.com/customerservice  or  call...800-888-9 
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Business  Classified 


More  people  lose  more  weight 
more  quickly  with  HMR. 


NEW!  The  #1  Diet  in  Major  Medical  Centers  - 
Now  Available  for  You  at  Home! 

HMR  is  the  #1  diet  program  in  prestigious  major  medical 
centers  across  the  country.  Now,  for  the  first  time  ever, 
it's  available  as  a  kit  so  you  can  lose  weight  <g|* 
on  your  own.  5  -  10  lbs.  in  just  two  weeks! 

Immediate  Results  So  You  Stay 
Motivated! 

Starting  a  diet  is  easy.  Sticking  with  it  is  hard. 
With  HMR,  you  lose  more  weight  in  the  first 
two  weeks  than  with  any  other  popular  diet. 
HMR's  quick  start  keeps  you  motivated  - 
not  frustrated  -  so  you  keep  on 
losing  weight! 


Lose  5  -10  lbs.  in  2  Weeks  with  the  New  HMR  Kit. 
And  Keep  Losing. 

Your  HMR  Healthy  Solutions®  Kit  includes  three  weeks 
of  delicious  entrees,  shakes,  and  puddings,  plus  step-by- 
step  materials.  Order  now  and  your  third  week  is 
ABSOLUTELY  FREE.  See  why  over  900,000  people 
have  chosen  HMR.  Start  losing  weight  today! 


ONE  FREE  WEEK  of  MEALS!* 

Order  your  three-week  Healthy  Solutions  Kit  now 
and  the  third  week  Is  ABSOLUTELY  FREE. 
Free  shipping  on  your  kit,  too!  MUST  Mention  Code  60032 


✓  .j*>  I  JB 


+I)ata  from  participating 
HMR  clinic  programs  show  an 
average  weight  loss  of  30  -  60  Ihs. 

Many  people  lose  more!  Consult  your  physician  before  starting  any  diet 

0  Copyright  2006  'I'  ■■I'll  Management  Resource,  Ronton,  MA 


Call  1-800-41 8-1367 to  get  started! 
Free  catalog  available. 

'Limited  time  offer  Limit  one  per  household  Cannot  he  combined  with  any  other  discounts. 
J     Cannot  he  applied  to  previous  orders  Offer  not  available  to  current  HMR  clients  or  participants 
jf     in  an  HMR  program  Free  shipping  applies  to  regular  ground  orders  in  continental  U  S 


I IMR 


100%  Money  Back  Guarantee 


The  Weight  Loss  Experts: 


On  the  Business  of  Life 


Rock  Springs,  Wyo.  is  a  rough  town,  center  of  what  has  been  a  booming  energy-seeking  belt: 
strip-mining  for  coal  and  so  forth.  Motorcycling  with  a  couple  of  friends  from  Colorado  and 
on  the  way  home  to  my  wife  in  Moose,  Wyo.,  we  stopped  at  Rock  Springs  for  the  night.  I  had 
no  sooner  climbed  off  an  overloaded  Harley-Davidson  motorcycle  after  struggling  to  park  it  when  an  out- 
of -shapely  lady  of  the  night  sauntered  up,  and,  after  staring  speculatively  at  my  white  hair,  said,  "I  guess  if 
you're  not  too  old  to  handle  that  thing,  you  might  be  able  to  handle  me."      —MALCOLM  FORBES  (1982) 


/  just  use  my  muscles  as  a  conversation 
piece,  like  someone  walking  a  cheetah 
down  42nd  Street. 

—ARNOLD  SCHWARZENEGGER 


Man  consists  of  two  parts,  his  mind  and 
his  body,  only  the  body  has  more  fun. 

—WOODY  ALLEN 


A  woman  watches  her  body  uneasily, 
as  though  it  were  an  unreliable  ally 
in  the  battle  for  love. 

—LEONARD  COHEN 


Obesity  is  really  widespread. 

—JOSEPH  KERN  II 

I'm  not  going  to  starve  to  death  just  so  I 
can  live  a  little  longer. 

—IRENE  PETER 

Another  good  reducing  exercise  consists 
in  placing  both  hands  against  the  table 
edge  and  pushing  back. 

—ROBERT  QUILLEN 

/  am  sitting  in  bed  this  morning  my  head 
more  full  of  undesirable  fluids  than  the 
Cambridge  public  swimming  baths. 

—STEPHEN  FRY 


/  haven't  got  the  figure  for  jeans. 

—MARGARET  THATCHER 


Alfred  Hitchcock  thought  of  himself 
as  looking  like  Cary  Grant.  That's  tough, 
to  think  of  yourself  one  way  and  look 
another. 

— TIPPI  HEDREN 

The  left  side  controls  the  right  side  of 
your  body  and  right  controls  the  left  half. 
Therefore,  left-handers  are  the  only  people 
in  their  right  minds. 

—BILL  (SPACEMAN)  LEE 


When  I  die,  I'm  leaving  my  body 
to  science  fiction. 

—STEVEN  WRIGHT 


After  30,  a  body  has  a  mind  of  its  own. 

— BETTE  MIDL 

It  is  a  scientific  fact  that  your  body  will 
not  absorb  cholesterol  if  you  take  it  from 
another  person's  plate. 

—DAVE  BAR 


Man  is  a  mind  betrayed,  not  served, 
by  his  organs. 

—THE  GONCOURT  BROTHE 

/  often  think  that  a  slightly  exposed 
shoulder  emerging  from  a  long  satin 
nightgown  packs  more  sex  than  two 
naked  bodies  in  bed. 

—BETTE  DA^ 

Anatomy  is  destiny. 

— SIGMUND  FREl 

You  gotta  have  a  body. 

— JAYNE  MANSFIE 


A  Text ...  

For  he  that  eateth  and  drinketh 
unworthily,  eateth  and  drinketh 
damnation  to  himself,  not 
■  discerning  the  Lord's  body. 

—I  CORINTHIANS  11:29 
Sent  in  by  William  Hunt,  Temple,  Tex. 
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And  to  think, 

Some  frustrated  guy  is  still  waiting 
barefoot  to  get  through  airport  security. 


Take  the  controls. 

Fly  the  world's  best  selling  airplane. 

Visit  us  at  cirrusdesign.com/iamnotthatguy 

or  call  888.759.0054  for  a  free  demo  flight. 


THE  MIND  OF  AN  ENGINEER.  THE  HEART  OF  A  PILOT. 


tJEMEg 


TAGHeuer 

WHAT  ARE  YOU  MADE  OF  ? 


BEACH 

Laguna  Beach,  CA 
Bonita  Beach,  FL 
Miami  Beach,  PL 
Rosemary  Beach,  FL  - 
Kohala  Coast,  Big  Island,  HI 
Maui,  HI 

Kiawah  Island,  SC 

Abaco  Club,  Bahamas 

Great  Exuma,  Bahamas 

Little  Dix  Bay,  A  Rosewood  Resort, 

British  Virgin  Islands 

Grand  Cayman,  Cayman  Islands 

Peninsula  Papagayo,  Costa  Rica 

St-Tropez,  France 

Canouan  Island,  The  Grenadines 

Los  Cabos,  Mexico 

Real  del  Mar,  Puerto  Vallarta, 

Mexico 

Turks  &  Caicos 


Lake  Tahoe,  CA 
Snowmass,  CO 
Telluride,  CO 
Vail  &  Beaver' Creek,  CO 
Deer  Valley,  UT 
Jackson  Hole,  WY 
Whistler,  British  Columbia 
French  Alps 


LEISURE 
Scottsdale,  AZ 

Miraval,  Life  In  Balance,  Tucson,  AZ 
Carnegie  Abbey  Club,  Newport,  Rl 
Bovey  Castle,  Devon,  England 
Tuscany,  Italy 
Sailing  aboard  The  World 


EXCLUS IV  E 

RESORTS" 


We  invite  you  to  vacation  better. 


Jeff  Breit  is  no  stranger  to  challenges.  He  just  doesn't  care  for  them  on  his  vacations. 
So  the  Breit  family  joined  Exclusive  Resorts— a  better  way  to  vacation  that  offers  the 
choice  of  over  300  extraordinary  homes  in  more  than  35  sought-after  destinations, 
with  the  service  of  five-star  hotels.  And  since  each  residence  has  room  for  family 
and  assorted  friends,  plenty  to  do  and  a  concierge  to  help  you  do  it,  the  Breits  leave 
challenges  behind  and  get  more  vacation  out  of  their  vacation. 

Find  out  why  the  leading  luxury  residence  club — with  more  choices  at  more 
destinations  (and  more  in  development)  than  any  other — is  also  probably  the  right 
one  for  you.  Call  866.635.7399  or  visit  www.exclusiveres0rts.com/intr09  for  a  free 
Effortless  Vacation  DVD  today. 


Seven  days  of 
afternoon  tea 
in  London 


EXCLUS IV  E 

RESORTS" 


'motion  current  as-  of  1130.0s.  Portfolio  of  destinations  and  properties  subject  to  change  at  any  time.  See  www.exciusiveresorts.com  for  current  list  of  destinations  and  properties  and  other  information. 
IUSIVE  RESORTS  is  a  service  mark  of  Exclusive  Resorts,  LLC.  The  Exclusive  Resorts  Flower  Logo  is  a  registered  service  mark  of  Exclusive  Resorts,  LLC.  ©2006,  Exclusive  Resorts,  LLC.  All  rights  reserved. 


Features 


"In  a  city  devoted  to 
disorientation  of 
the  senses  (including, 
of  course,  common 
sense),  Robuchon's  64- 
seat,  Art  Deco  jewel 
box  is  among  the  most 
transporting  environ- 


82   Gold  Rush 

Spring  fashion  goes  for  glitter. 

By  Mark  Grischke.  Photographs  by  Michael  Stratton 

92   Diva  Las  Vegas 

On  your  next  trip  to  the  Strip,  cash  out  in  style. 
By  Bill  Baker 

96   All  Clear 

Designs  of  sheer  brilliance. 
Photographs  by  Ron  Reeves 

102  Scents  &  Sensibility 

Hermes's  exclusive  nose  sniffs  out  his  latest  fragrance  for  men. 
By  Mark  Grischke 


ments  short  of  the  104  Launch  Pad 

A  Cipriani  Wall  Street  pied-a-terre  is  the  perfect  touchdown. 
92  By  Taylor  Antrim 


Cirque  du  Soleil."  PAGE 


FORBES  FY I  9 


JVENTING  THE  WHEEL  BY  EMPOWERING  ALL  FOUR  aii ..tour  tires  sharing  255  hp. 

O  rear-bias  split  for  even  greater  performance.  Responsive,  refined,  left/right  adjustable  torque  as  conditions  demand, 
er  this  your  introduction-. to  performance-tuned  AWD,  now  available  on  the  STS  V6.  Cadillac  STS  V6  starting  at  $41,740.* 


BREAK 


THROUGH 


A  year  of  OnStar  safety,  on  every  Cadillac.**  Details  at  cadillac.com. 

*MSRP.  STS  V6  as  shown  $46,675  MSRP.  Tax,  title,  license,  dealer  fees  and  other  optional  equipment  extra. 
"Standard  one-year  OnStar  service  varies  by  model.  Call  1  888  40NSTAR  (1  888  466  7827)  or  visit  onstar.com  for  system  limitations  and  details. 

©2005  GM  Corp.  All  rights  reserved.  Break  Through5"  Cadillac-'  Cadillac  badge* "OnStar*  STS* 
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Usual  Suspects 

18    FROM  THE  EDITOR'S  DESK  | 
Our  kind  of  Yankee. 


22  THE  FYEYE  |  Big-shot  brownie,  the 
razor's  edge,  canvas  crocs,  beautiful 
bugs,  ship's-a-toy,  a  sleek  safe  and  a 
silver  cigar  box:  all  the  best,  all  for  you. 

37  TRAVEL  |  Where  have  we  been  lately? 
Edited  by  Richard  Nalloy 

108    MIXED  MEDIA  |  Stiff-upper- lip  thriller, 
Alaskan  hoop  dreams,  BBC  spies, 
Peckinpah's  bloody  classics,  song  sung 
Schubert  and  Scottish  headphone  rock. 
Edited  by  Thomas  Jackson 

116   Q&A  |  Scene-setter  Rande  Gerber  draws 
up  a  plan  to  capture  Vegas's  VIPs. 


Departments 


49  Wine 

The  Italian  job:  Go  beyond  Chianti,  Barolo  and  Barbaresco. 
By  Richard  Nalley 

53  Spas 

For  ahh  addicts,  it's  home,  sweet  spa. 
By  Lorraine  Cademartori 

57  Electronics 

Now's  the  time  to  take  your  entertainment  by  the  hand. 
By  Thomas  Jackson 

61  Golf 

The  latest  range  finders  lead  you  up  and  down  18  holes,  measui 
measure. 
By  Todd  Pitock 

67  Real  Escapes 

Make  Delta  County,  Colorado,  your  next  second  address. 
By  Lorraine  Cademartori 

73  Collecting 

Vermont's  Floyd  Scholz  carves  wings  of  desire. 
By  Tom  Huntington 

77  Wheels 

The  classic  matchup:  English  beauty  vs.  American  brawn. 
By  Bill  Baker 

81   Style  &  Design 

The  Eames  lounge  act  gets  a  new  look  at  50. 
By  Taylor  Antrim 


COVER  Kirsty  Hume  (IMG  Models)  and 
Nicholas  Lemons  (Major  Models)  photograf 
by  Michael  Stratton  in  Hank's  Steakhouse 
at  the  Green  Valley  Ranch  Resort  and  Spa, 
Las  Vegas.  Her  tulle  dress,  $4,995,  by 
KaufmanFranco,  to  order  at  Neiman  Marcus 
and  Saks  Fifth  Avenue.  Vintage  DeLillo  nec 
lace,  $2,200,  at  Kentshire/Bergdori  Goodm 
New  York,  (212)  872-8653.  Shoes,  $675, 
Versace,  at  Versace  stores.  His  wool  tuxed 
$1,850,  cotton  shirt,  $195,  and  shoes,  $5i 
by  Dolce  &  Gabbana,  (877)  70-DGUSA;  shh 
also  at  select  Neiman  Marcus  and  Saks  Fit 
Avenue  stores.  Gold  watch,  $20,000.  by 
Montblanc.  (800)  995-4810.  Hair  by  Maur 
Hopson.  Makeup  by  Terri  Apanasewicz  for 
cloutieragency.com.  Styled  by  Mark  Grisch 
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The  new  business  collection  by 


SamsOnite 


>  me,  business  isn't  about  wearing 
ts  or  pleasing  stockholders, 
about  being  true  to  yourself, 
jr  ideas  and  focusing  on  the  essentials." 

hard  Branson,  Chairman  of  Virgin 
i  inspired  world  traveler. 


4& ~<~>r-  -v.- 


■  — 


Pro-DLX.The  business 
essentials  collection. 


I  Branson's  proceeds  from  the  photo  shoot  were  donated  to  the  Virgin  Unite  foundatioh.'www.virginunite.com 
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three  new  prestigious  locations: 
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From  the  Editor's  Desk 


What  Kind 
Of  Man 
Reads  FYI] 

PLAYBOY  MAGAZINE,  ONE  OF  THE  MAINSTAYS  OF  MY  YOU' 
along  with  the  Baltimore  Catechism  and  MAD  magazine,  used  to  run  ads  witrj 
line  "What  Kind  of  Man  Reads  Playboy}"  The  answer,  basically,  was:  the  kind  oi 
who  got  to  sleep  with  the  centerfold. 

Those  ads  came  back  to  me  not  long  ago  when  newspapers  ran  the  photo 
see  reproduced  on  this  page.  You  can  imagine  the  excitement  this  caused  aro 
our  editorial  offices.  E-mails  poured  in.  Johnny  Damon  ot  the  New  York  Yan 
reads  Forbes  FYI ! 

Well,  all  right,  he  read  it  at  the  barber's,  while  having  his  famous  Samsones 
hair  shorn.  He  developed  terrible  dailv  migraines  following  a  collision  du 
game  five  of  the  2003  American  League  Division  Series,  and  let  his  hair  g 
out.  When  he  reported  for  spring  training  in  2004,  he  acquired  the  nickn 
"Captain  Caveman." 

After  a  famously  successful  run  with  the  Boston  Red  Sox,  Johnny  signed  a  fi 
year,  $52  million  contract  with  the  New  York  Yankees.  (The  Yankees,  along  ] 
Playboy,  were  another  youthful  staple  of  FYFs  editor,  so  this  developn 
was  greeted  with  jubilation.)  Yankee  owner  George  Steinbrenner  favors  pla 
who  do  not  look  like  extras  in  The  Passion  of  the  Christ,  so  it  was  off  to  the  barb 
The  car  on  the  cover  of  the  FYI  that  he's  holding  retails  at  $165,000.  Sa 
none  of  our  readers  took  me  up  on  my  suggestion,  in  my  last  editor's  letter,  th 
would  make  an  ideal  Christmas  present  for  me.  So,  Mr.  Damon,  if  you're  rea( 
this  issue  of  FYI,  I  have  a  birthday  coming  up.  And  we  know  you  can  aftor 
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YOU'VE  EVER  SAID 

BECOME  THREE. 
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"I  FOREVER  DO." 
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A  DIAMOND  IS  FOREVER 

DIAMOND    TRADING  COMPANY 

■■ 

<■  ■■ 

HE  FOREVERMARK  IS  USED. UNDER  LICENSE.  WWW.ADIAMONDISFOREVER.COM 

■  '< 
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The  greatest  luxury  in  life  is  time.  Savour  every  seco 


Breitling  for  Bentley 


BENTLEY  6.75 


Not  Just 
For  Pandas 
Anymore 


THE  ENVIABLY  CLEVER  CONSORTIUM  OF  DESIGNERS  AT  BAMBU  HAS 

launched  a  line  of  hand-crafted  tabletop  and  food-preparation  products  made  fro 
organically  grown  bamboo.  Not  only  is  bamboo  a  durable,  versatile,  renewable 
resource,  the  company  dedicates  at  least  one  percent  of  net  sales  to  preservation  ai 
restoration  of  the  natural  environment.  Shown:  hand-coiled,  waterproof  salad  bowls 
Small,  $16;  large,  $46.  Custom  colors  and  finishes  available,  www.bambuhome.ee 
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VITTORIO  COSTANTINI  MAKES  TINY 
:erpieces:  wasps,  ants  and  beetles,  teased  out  of  flame-worked  rods  of  colored  glass.  You  can  visit  him  in  Venice, 
on't  expect  a  traditional  retail  experience.  Not  everything  in  his  little  studio  is  for  sale,  and  there's  no  predicting 
many  pieces  he'll  make  in  a  given  year.  Luckily,  the  buyers  for  two  stateside  stores  called  de  Vera  make  regular  trips  to 
antin i's  atelier.  They  usually  return  with  enough  fauna  to  start  your  own  glass  menagerie.  Vittorio  Costantini 
:  beetles,  $695  and  $1,295,  at  de  Vera,  New  York  and  San  Francisco,  (212)  625-0838,  www.deveraobjects.com. 


Beetlemania 


PLANKS 
FOR  THE 
MEMORIES 


YOUR  TYPICAL  ROWBOAT  IS  MORE 
seaworthy  bathtub  than  graceful  sport 
vessel.  But  the  Adirondack  Guide  Boat  is 
anything  but  your  typical  rowboat.  A 
descendant  of  boats  used  by  early-19th-century 
Adirondackers  to  carry  paying  tourists  to 
secret  hunting  and  fishing  spots,  Steve  Kaulback 
and  David  Rosen's  cedar  beauty  is  elegant, 
lightweight  and  as  fleet  as  a  canoe — but 
requires  only  a  fraction  of  the  effort  to  bring  it 
to  speed.  Kaulback  and  Rosen's  craftsmen 
make  each  guideboat  by  hand  in  their  Charlotte, 
Vermont,  workshop  to  lengths  of  13  to  18  feet. 
If  you're  feeling  handy,  you  can  build  your 
own  from  one  of  their  complete  kits.  Guideboats 
range  from  $11,600  to  $14,600,  depending 
on  length.  Kits:  $3,200  to  $4,350.  (802) 
425-3926,  www.  adirondack-guide-boat.  com. 
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pioneering! 

RADIO  J 

SATELLITE  RADIOS  MAY  HAVE 
infiltrated  your  homes  and  cars,  but  if 
there's  one  place  they've  yet  to 
conquer,  it's  your  jacket  pocket.  Last 
year's  portable  models  were  too 
bulky  to  carry  around,  their  antennae 
too  long  and  unwieldy.  The  new 
XM-receiving  Pioneer  Inno,  however,  is 
no  larger  than  an  iPod.  and  it  picks 
up  the  satellite  signal  through  a  nubby 
antenna  like  the  one  on  your  cell 
phone.  Equipped  with  one  gigabyte  of 
memory,  it  performs  like  a  TiVo. 
recording  up  to  50  hours  of  radio 
programming.  Or  it  can  store  and  play 
MP3s  transferred  from  your  computer. 
S400.  www.pioneerelectronics.com. 


MARCH 

•••Unfold  and  Go.. 

THE  FRENCH-MADE  GENIUS  BY  MOBIKY  IS  THE  NE  PLUS  ULTRA  0 
folding  bicycles.  With  a  few  sweeping  motions  the  bike  is  transformed 
its  compressed  "pedestrian"  mode  into  full  riding  mode — in  less  than  thr 
seconds,  no  tools  required.  In  fact,  the  components  "snap"  into  place 
with  a  solid  sound,  not  unlike  the  bolt  action  of  a  Holland  &  Holland  elepl 
gun.  In  pedestrian  mode,  the  Genius  rolls  at  your  side  like  a  well-trained 
cocker  spaniel,  so  there's  no  need  to  lift  it  off  the  ground  while  walking  thn 
the  airport.  In  the  "storage"  mode,  it  will  easily  fit  in  a  Citation's  baggage 
compartment.  The  bike  sports  a  three-speed  internal  gearbox  for  comfort 
pedaling  on  any  grade.  The  all-aluminum  frame  is  available  in  cobalt,  darl| 
blue,  orange,  red  or  green.  $699.  www.mobikyusa.com 
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IN  THE  WORLD  OF  PASTRY,  THE  CHOCOLATE  BROWNIE  AT  BROLEE  SURELY  TAKES  THE  CAKE.  SET  IN  ATLANTll 
City's  The  Quarter  at  the  Tropicana  casino,  the  all-dessert  restaurant  offers  up  a  signature  confection  laced  with  nuts  art 
gold-dust-flecked,  dark-chocolate  garnish.  A  shot  of  1996  Quinta  do  Noval  Nacional  port  ($2,500  a  bottle)  comes  in  a 
Cristal  Saint-Louis  atomizer  to  spritz  the  palate  with  each  bite.  The  price  ($1,000)  includes  the  atomizer,  a  $750  value, 
you  thought  Nestle's  100  Grand  bar  was  a  big  deal.  (609)  344-4900,  www.bruleedesserts.com. 


The  Rack  Is  Back 


This  ain't  no  stogie  box.  If  your  butler  wishes  to  inquii 
on  your  behalf,  the  price  of  this  solid  silver  humidor 
by  Georg  Jensen  is  $150,000— and  he'd  better  be  a 
to  heft  more  than  40  lbs.  Created  by  the  legendary 
silversmith  circa  1912,  this  moose-motif  humidor  w 
clean,  fresh  lines  was  once  owned  by  the  "Swedish  Match  K 
Ivar  Kreuger,  a  financial  giant  who  lent  vast  sums  to  needy 
European  and  South  American  countries  in  exchange  for  ma 
monopolies.  After  his  Enron-style  shenanigans  helped  spark 
the  Crash  of  1929,  Kreuger  had  a  last  smoke  and  took  his  o< 
life  in  Paris.  Danish-born  Jensen,  known  as  the  "father  of 
Scandinavian  silver,"  highlighted  his  elegant  pieces  with  sul 
designs  inspired  by  acorns,  berries,  leaves  and  clusters  of  gr 
which  became  his  signature  motif.  His  work  increases  in  val 
every  year,  and  remains  a  good  investment:  A  Christie's  auct 
in  January  2005  saw  440  lots  of  Jensen  silver  go  for  three 
and  four  times  the  estimates.  You'll  find  a  large  selection  at 
Gump's,  San  Francisco,  (415)  984-9263,  or  at  The  Silver  I 
London,  01 1-  44-20-7839-7664,  www.thesilverfund.com. 
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eacraft 
lassies 


KERING  FOR  YOUR  HATTERAS 
ng  for  your  Alden?  Relieve  the 

of  separation  by  having 
Townsend,  Washington-based 
:raft  Classics  invest  a  hundred  or  so 
-hours  in  building  a  meticulously  detailed 
top  model  of  your  beloved  vessel.  In  addition 

custom  work,  Seacraft  Classics  builds  models  for 
erous  manufacturers  including  Grand  Banks,  Chris- 
Sea  Ray.  If  you  crave  the  classics,  check  its  website 
els  of  historic  tall  ships  and  America's  Cup  racers  that  look  like 
ooms  from  great-grandpa's  seafarin'  days.  Custom  models  start  at 
00.  (800)  356-1987,  www.seacraftclassics.com. 


THE  UNTOUCHABLE 


THE  FEDORA  IS  THE  QUINTESSENTIAL  GANGSTER  HAT— 
but  a  finely  made  one  will  suit  your  law-abiding  moods  as 
well.  With  its  accessory  set  of  14K  gold  and  feather  hat  pins, 
"II  Padrino,"  a  classic  fur-felt  fedora  from  New  York's 
downtown  boutique  ALIFE  and  venerable  English  hatmaker 
Kangol,  channels  bad  guys  like  Brando,  Cagney  and 
Pacino.  Its  traditional  shape,  conservative  one-inch  brim  and 
center-crease  crown,  however,  are  pure  FDR.  $1,400.  Includes 
handmade  leather  hatbox.  ALIFE,  New  York,  (212)375-8116. 
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Harmonize 
Your 

Wardrobe 

Just  when  you  thought 
there  were  no  more 
places  to  stow 
your  iPod,  the  Brits 
at  Thomas  Pink 
introduce  The  Commuter. 
The  shirt's  hidden  front 
pocket — perfect  for  an  MP3 
player  or  phone — makes 
your  gadget  inconspicuous, 
while  the  placket  routing 
conceals  unsightly  wires. 
There's  also  a  nifty  cuff  pocket 
large  enough  for  a  credit 
card.  Shirt,  $140,  by  Thomas 
Pink.  (212)  838-1928. 


SILENT  PARTNE 


RELATIONSHIPS  WITH  PERSONAL  TRAINERS  CAN  B 
a  little  strained.  You've  had  a  bad  day;  they're  barking 
at  you  for  one  more  set.  How  about  a  nice,  quiet  source 
of  motivation  on  your  wrist?  Polar's  new  F55  heart-rate  mof 
determines  your  fitness  level  through  at-rest  heart- 
rate  variability,  then  builds  an  individualized  weekly  worko 

program  of  cardiovascular  and  resistance  training.  You'll 
get  detailed  routines  for  the  weight  room;  you'll  be 

^   prompted  to  varied  intensities  on  the  treadmill; 

you'll  even  have  your  postworkout  levels  of  relaxatioi 
measured.  What  you  won't  have  is  an  overzealous  gym 
employee  shouting  in  your  ear.  $220.  www.polarusa.com 
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it's  not  just  a  card. 


MARQUISJET 


■ 

JOHN  T  WATE 
03/06 
GULF ST 


It's  a  chc 


A  choice  to  speed  up  your  life 
A  choice  to  slow  it  down. 


Marquis  Jet  Card'"  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  ofNetJets*,  25  hours  at  a  time. 


gi        f|  The  best  fleet,  pilots  and  service  in  the  world.  Make  the 

choice  to  accomplish  more.  Call  today  1.866. 538. 3201  or  visit  Marquisjet.com. 


MARQUISJET 
:.  274  639 1  5381 

JOHN  7  WATFR! 
,  03/06  THRU  03/0?  "01 


All  program  flights  operated  by  NetJets '  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 


[Funky 
I  Chunky 

FOR  A  KID,  CANDY  AND  POPCORN  EXIST 
in  two  separate  spheres:  sweet  and  salty, 
smooth  and  crunchy,  grocery  checkout  aisle 
and  Sunday  matinee.  Adults  know  better. 
The  folks  at  FunkyChunky  have  created 
blissfully  sinful  popcorn  and  pretzels  mixed 
with  nuts,  smothered  in  buttery  caramel 
and  drizzled  with  milk,  dark  and  white 
chocolates.  If  you  still  don't  want  your  worlds 
to  collide,  FunkyChunky  chocolate 
takes  the  old  candy  bar  up  a  notch  with  dried 
berries,  nuts,  crispy  rice,  Oreo  cookies 
and  graham  pieces.  Popcorn  and  pretzels, 
20  oz.,  $16;  chocolate,  16  oz.,  $16. 
(888)  IS-FUNKY,  www.funkychunkyinc.com. 


A  CUT  ABOVE 


HOMMAGE  PRODUCED  ONLY  500  OF  THESE  MONTE  CARLO 
grooming  sets.  The  magnetic  stand  suspends  the  brush  and  razor,  alia 
trouble-free,  one-hand  operation.  The  set  also  comes  in  a  wooden  box 
that  doubles  as  a  humidor,  complete  with  hygrometer.  What  more  coul 
want  from  a  razor?  Platinum-plated  grooming  set,  $6,500,  by  Homma, 
to  order  at  Barney's  New  York,  Saks  Fifth  Avenue  and  Fred  Segal  Be. 
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•  ••CROCODILE  SHOES 

THAT  FAMOUS  REPTILE  FROM  LACOSTE'S  POLO  SHIRTS  HAS  GONE 
south.  Enlarged,  emboldened  and  updated,  it's  now  appearing  on  bright  kicks 
for  spring,  like  these  classic  canvas  lace-ups.  Pretty  snappy.  Sneakers,  $75, 
by  Lacoste,  at  select  Neiman  Marcus,  Nordstrom  and  Bloomingdale's  stores. 


Global  Garage  Sale 

This  year,  cash  in  on  your  spring  cleaning.  The 
new  online  service  Portero  does  all  the  work 
for  you:  Representatives  visit  your  home,  catalog 
your  luxury  items,  oversee  online  auctions 
and  send  you  a  check  (minus  a  commission,  of 
course).  So  those  Giorgio  Armani  suits  you've. ..outgrown 
can  still  provide  some  return  on  your  investment. 
Portero,  (877)  307-3767,  www.portero.com. 
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[Bugatti 
Safety 
Feature 

IF  YOU  CAN  PLUNK  DOWN  MC 
than  $1  million  for  a  16-cylinder, 
986  hp  Bugatti  Veyron  16.4— no 
including  the  two  one-carat  optioi 
dashboard  diamonds — then  you 
probably  need  to  hide  your  check 
behind  an  iron  door.  The  Safe  Bui 
offers  just  that.  Developed  to  min 
the  Veyron's  sleek  design,  the 
safe  features  a  leather  interior,  wj 
winder,  LED  lighting  and  digital 
code  entry.  Upgrade  with  a  seism 
detector,  intruder  detector,  noise 
detector,  environmental  protectio 
floor  anchoring  or  integration 
into  a  burglar  alarm  system.  Now 
know  where  to  keep  your  keys. 
$100,1 00.  www.stockinger.  com. 


Reward  yourself. 


Reward  is  one  of  the  reasons  most  frequently  given  for  buying  a  Rolls-Royce  Motor  Car.  While  customers  vary 
widely  in  age,  background,  education  and  occupation,  they  all  have  one  thing  in  common.  Success.  They  are  the 
best  at  what  they  do  and  they  have  excelled  in  their  chosen  field.  Now,  at  the  top  of  their  game,  they  can  take  the 
time  to  do  something  for  themselves.  For  some,  it  is  that  enduring  symbol  of  success,  a  Rolls-Royce.  To  understand 
why  the  world's  most  successful   people  have  made   Rolls-Royce  their  choice,  experience  one  for  yourself. 


ROLLS 


Experience  the  extraordinary. 
Contact  your  Authorised  Rolls-Royce  Motor  Cars  Dealer. 

Atlanta,  GA  Bellevue.WA   Bethesda.MD   Beverly  Hills,  CA   Clearwater,  FL   Dallas.TX   Dublin,  OH   Fort  Lauderdale,  FL 
Greenwich,  CT   Houston.TX   LaJolla.CA   Las  Vegas,  NV   LosGatos.CA   Miami,  FL   Newport  Beach,  CA   New  York,  NY 
Northbrook,  IL   Orlando,  FL   Palmyra,  NJ    Parsippany,  NJ    Pasadena,  CA  Raleigh,  NC    Rancho  Mirage,  CA   Sewickley,  PA 
Scottsdale.AZ  Troy,  Ml  Wayland,  MA  Westhampton,  NY  West  Palm  Beach,  FL 

Visit  www.roiis-roycemotorcars.com  or  call  877.877.3735 

©  Rolls-R.vce  Motor  Cars  Limited.  The  Rolls-Royce  name  and  logo  are  registered  trademarks. 
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dding  budapesf  |  fresh  digs  in  paris  |  baseball  in  boston 
oating  to  bora  bora  |  new  kicks  at  virgin  go r da's  little  dix 


IUNGARY 


Dunk  and  uncover: 
The  newly  renovated 
Szechenyi  Baths 


idapest:  Budapest  was  nicknamed  "the  Paris  of  the  East"  for  its  lyrical  architecture  and  beautiful 
lube  River  setting.  Now,  17  years  after  the  fall  of  Communism,  the  capital  of  this  new  EU  country  is 
eternizing  with  a  vengeance,  opening  hotels,  restaurants  and  international  stores,  and  attracting  a  rush  of 
ign  visitors.  Budapest  was  always  a  party  town;  now  it's  a  world-class  one.  •  The  city's  hotel  develop- 
lt  has  a  line  of  demarcation:  before  and  after  the  opening  of  the  FOUR  SEASONS  GRESHAM  PALACE  in  2004, 
ch  gave  the  city  its  first  top-notch  luxury  hotel.  The  setting  is  pure  fairy-tale:  an  Art  Nouveau  palace, 
t  in  1906,  complete  with  turrets,  gilded  panels  and  mosaics  on  the  outside,  and  intricate  wrought-iron 
:s  and  stained-glass  windows  inside,  accented  with  modern  sculpture  and  contemporary  room  decor. 
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Travel 


Hotel 

Commonwealth: 
Wake  me  for 


MASSACHUSETTS 

Boston:  Not  long  ago, 
watching  baseball  at  Fenway 
Park  was  a  mellow  experience: 
You'd  get  off  the  subway 
at  the  dingy  Kenmore  Square 
T  depot,  buy  game-day 
grandstand  seats  for  $15,  then 
watch  the  third-place  Red  Sox 
lose.  These  days,  despite 
last  fall's  disappointing 
finish,  the  Sox  are  still  glowing 
from  their  2004  World  Series 
win,  and  tickets  sell  out 
immediately,  despite  being  the 
most  expensive  in  baseball. 
The  Kenmore  station  has  been 
demolished,  and  there  is  now 
a  tidy  entryway  beneath  the 
plush  HOTEL  COMMONWEALTH, 
my  new  Fenway  home  base. 

While  Boston's  other 
premier  hotels  cluster 
downtown,  the  two-year-old 
Commonwealth  is  at  the  hub 
of  Kenmore  Square,  a 
collegiate  neighborhood  rapidly 
becoming  the  city's  hottest 
real  estate.  Along  with  its 
150  rooms,  the  hotel  houses 
two  fine  restaurants,  the 
sleek  Foundation  Lounge, 
a  photography  gallery  and  ten 
boutiques.  Most  importantly,^ 

EYES  ONLY 
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Aiming  at  the  Four  Seasons's  market  but  located  in  the  center  q 
city  (and  without  a  Danube  view)  is  the  NEW  YORK  PALACE — long  delayei 
scheduled  to  open  in  spring  2006 — from  the  Italian  group  Boscolo  I  I< 
which  also  owns  the  fashionable,  eccentric  Aleph  in  Rome  and  the  Ca: 
in  Prague.  The  centerpiece  of  the  new  hotel  is  the  gilded  and  frescoed 
YORK  CAFE,  a  mainstay  of  Budapest  intellectuals  since  1895,  now  paim 
ingly  restored.  The  200  rooms,  in  contrast,  will  be  contemporary  I  tali 
style,  as  will  the  shopping  arcade. 

This  blast  of  Italian  design  is  indicative  of  a  recent  Budapest  pher 
enon:  the  import  of  international  couture  names  to  the  smart  shop 
streets  around  ANDRASSY  and  VACI  UTCA  on  the  Pest  side.  But  Hung; 
designers  are  also  worth  checking  out,  particularly  for  women's  clo 
TAMAS  NARAY  (or,  in  the  Hungarian  style,  Naray  Tamas — the  last  nan 
always  listed  first)  outfits  the  city's  fashionable  women  in  bold-colored 
with  geometric  silhouettes  reminiscent  of  London's  mod  styles  of  the  '60s.  KATALIN  HA 
creates  more  traditional  designs,  including  gala-worthy  evening  gowns  and  velvet  coats. 

Great  shopping  in  Budapest,  though,  usually  involves  antiques  and  porcelain — the  cit) 
regular  stop  for  interior  designers  in  search  of  top  pieces  at  more  reasonable  prices  than  in  c 
European  capitals.  For  one-stop  shopping,  head  to  the  street  FALK  MIKSA  next  to  the  Parliai 
building — it's  lined  with  shops  specializing  in  different  eras  and  styles.  (A  particularly  gooc 
for  exquisite  Biedermeier  is  Darius  Antiques  at  #24-26.)  The  Hungarian  art  scene  is  also  a 
for  collectors,  both  in  classic  pieces  from  the  19th  and  early  20th  century  and  the  works  of 
temporary  artists.  To  sort  through  it  all,  hire  Dianne  C.  Brown,  an  art  expert  and  Ame: 
expat  living  in  Budapest,  who  can  bring  you  to  private  dealers,  artists'  workshops  and  au» 
houses  and  help  you  negotiate.  She  can  also  guide  you  through  the  best  of  the  antiques. 

On  the  dining  front,  there  are  newly  lightened  and  more  globally  adventur-  %eep  S{am 
ous  options  to  traditional  Hungarian  cuisine,  which  is  delicious  but  synony-  the  Centra 
mous  with  coronary  arrest  (goose  liver  with  goose  fat,  roast  duck  and  the  Jjjg1^ 
famed  goulash,  which  is  really  a  soup,  being  the  best-known  dishes).  ARCADE,  state  Oper 
on  the  Buda  side,  is  a  sleek,  sophisticated  bistro  with  a  waterfall  in  the  middle  House 
of  the  dining  room  and  a  well-pre- 
pared menu  with  an  international  slant — 
there  is  goose  liver,  but  also  exceptional 
salmon  tartare  and  smoked  beef  medal- 
lion with  walnut  sauce.  T0M-GE0RGE  near 
St.  Stephen's  Basilica  is  a  see-and-be-seen 
bastion  of  fabulousness,  with  a  pounding 
musical  sound  track,  over-the-top  decor 
(a  wall  covered  with  multicolor  blocks  of 
shag  carpet,  for  instance,  and  a  huge  over- 
head light  fixture  shaped  like  a  flying 
saucer)  and  a  menu  that  ranges  from 
tuna  carpaccio  to  Madras  chicken  curry. 
Nearby,  M0KKA  takes  its  cue  from  North 
Africa  with  cinnamon-colored  table- 
cloths, African  masks  and  tapestry-fabric- 
covered  banquettes  as  decor.  The  menu 
mixes  Hungarian  specialties  like  duck 
dumpling  soup  with  dishes  that  show 
North  African,  Asian  and  Mediterranean 
influences,  such  as  a  tapas  plate  of  an- 
chovies with  peppers  and  octopus  salad, 
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SIGNATURE  This  quiet  enclave  of  MGM  Grand  takes  the  pleasure  of  business  seriously.  It's  a 
place  where  not  a  single  luxury  has  been  overlooked.  High-speed  wireless  Internet  access  and  a  fully  functional 
workspace  keep  you  connected.  24-hour  Concierge  services  meet  your  every  need.  Fine  ■  .  ' 

linens,  Jacuzzi®  tubs  and  pillow-top  beds  will  comfort  you.  And  private  balconies  take  your  J^xjH^j 
breath  away.  The  line  between  work  and  play  has  officially  been  blurred.  maximumVegas.  MGM  GRAND 


Opening  May  2006.  For  reservations:  signaturemgmgrand.com  or  1-877-727-0007 
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it's  a  five-minute  walk  from 
Fenway.  Many  rooms  have  a 
view  of  the  ballpark,  but  since 
those  tend  to  be  smaller,  we 
opted  for  a  "Commonwealth 
Room,"  which  included  a 
comfortable  parlor  overlooking 
the  square.  The  concierge 
arranged  a  two-night  package 
for  us  that  included  a  Saturday 
tour  of  Fenway  Park,  plus  seats 
for  the  Sunday  afternoon  game 
against  the  eventual  world 
champion  Chicago  White  Sox. 

The  Fenway  tour  was 
crowded  but  well-managed  by 
the  lively  young  tour  guides, 
who  detailed  the  Olde  Towne 
Team's  quirky  history  at 
each  stop.  After  exploring 
the  press  boxes  and  the  seats 
atop  the  Green  Monster  left- 
field  wall,  we  were  able  to 
walk  on  the  field  and  touch  the 
hand-operated  scoreboard. 
Upon  returning  to  the 
Commonwealth  that  evening, 
we  dined  on  octopus  ceviche 
and  spice-crusted  blue  marlin 
at  its  nouveau  seafood 
restaurant,  Great  Bay.  Our 
luxury  baseball  weekend  was 
progressing  quite  nicely. 

Our  only  disappointment 
came  the  next  day,  at  the  game 
itself.  We'd  already  suffered 
one  45-minute  rain  delay  by 
the  fourth  inning,  and  the 
Red  Sox  were  down  5-2.  "I 
gotta  sit  here  in  the  rain  AND 
watch  them  lose?"  bellowed 
a  mustachioed  man  behind  us. 
The  weather  gods  soon 
answered  with  tar-black  skies 
and  thick  bands  of  lightning 
that  struck  close  to  the  stands. 

We  cut  our  losses  and 
retreated  to  the  hotel.  So 
we  didn't  have  the  ideal 
Fenway  experience,  but  we  did 
have  Pemaquid  oysters  and 
beer  downstairs  at  the  Eastern 
Standard  pub.  A  splendid 
afternoon  was  spent  doing 
crossword  puzzles  in  the  bar, 
where  we  learned  that  the 
game  had  been  rained  out. 
All's  well  that  ends  well: 
Our  tickets  would  be  valid  for 
the  makeup  date,  giving  us  a 
perfect  reason  to  come  back. 
—MATTHEW  REED  BAKER 


MARCH 


Moods  for      and  roasted  chicken  with  a  rhubarb,  olive 

moderns:       anj  tomato  ragout.  Over  on  Andrassy,  the 

the  bar  at  .    ,        ,  r      rr.     .   ,.  , 

Tom-George    main  thoroughfare  or  rest,  is  GO  A,  a  stylish 

place  filled  with  hammered  silver  and  gold 

dishes  and  decorative  pieces,  sculpted  glass  fixtures  and 

votive  candles.  American  chef  James  McClure's  Asian 

menu  is  showcased  here,  with  dishes  such  as  Thai 

coconut  soup  and  black  and  blue  ahi  tuna.  Sticking 

closer  to  home,  chef  Takacs  Lajos  of  JANKO  in  the  Castle 

District  modernizes  Hungarian  specialties,  turning  out 

refined  dishes  such  as  Mangalica  pork  with  lemon  sauce 

and  Hungarian  gray  beef  with  forest  mushroom  ragout. 

Less  serious  eating  but  more  serious  hanging-out  occurs  in  the  bars  and  cafes  that  line  I 
FERENC  TER  (Franz  Liszt  Square),  with  names  like  INCOGNITO  and  MENZA,  the  latter  a  '6' 
'70s  throwback  with  orange  walls,  white  hanging  globe  lights  and  a  loud,  lively  crowd.  U 
subdued  is  the  unfortunately  named — at  least  in  English — NEGRO,  a  popular,  sleek  cockta: 
on  the  square  of  St.  Stephen's.  For  those  more  in  search  of  pastry,  a  specialty  of  the  coi| 
despite  Vienna's  better  PR,  skip  Gerbeaud,  the  most  famous  cafe  but  now  an  inferior  tc| 
trap,  and  head  to  tiny  RUSZWURM  in  the  Castle  District  for  lush  cakes  and  strudel.  For  at) 
with  history  along  with  the  pastry,  the  recently  restored  CAFE  CENTRAL  and  aforementioned 
YORK  CAFE  are  the  places  to  have  intellectual  and  political  discourse. 

In  this  landmark-packed  city,  some  sightseeing  is  essential.  The  famous  thermal  bat 
the  HOTEL  GELLERT  are  memorable  but  overcrowded;  better  to  arrange  a  private  treatme 
the  recently  renovated  SZECHENYI  SPA,  a  yellow  wedding  cake  of  a  building,  in  the  City  1 
Definitely  attend  the  opera  in  the  STATE  OPERA  HOUSE.  Cruise  the  CENTRAL  MARKET  HALL, 
ing  attention  to  the  food  stalls  on  the  main  floor  and  ignoring  the  tourist  trinkets  on  the  i 
zanine.  The  HOUSE  OF  TERROR  MUSEUM  on  Andrassy  is  harrowing  but  riveting;  the  buil 
was  both  the  headquarters  of  the  Nazis  in  the  1940s  and,  afterward,  of  the  Communist  9 
police.  And  the  metal  weeping  willow  created  as  a  memorial  to  the  Holocaust  by  the  cour 
most  famous  sculptor,  Imre  Varga,  located  in  the  courtyard  of  the  CENTRAL  SYNAGOGUE, 
linger  in  the  mind's  eye  long  after  you've  left  the  city.  —LAURIE  WERNER 
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Softer  flat  beds 
a  deeper  sleep 


The  best  service  anticipates  your  needs.  To  give  you  the  best  possible  sleep,  we  used  the  latest  in  cushionin 
technology  to  create  an  even  more  comfortable  flat  bed.  And  to  add  to  your  comfort,  we  included  plumper  pillows  and  cozid 
blankets.  Our  goal  fs  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  whether  youV 
enjoying  a  gourmet  meal,  or  an  Arrivals  Lounge  that  feels  more  like  a  spa,  we  think  you'll  find  our  business  class  like  no  othd 


Business  class  is  different  on  BRITISH  AIRWAYS 


ravel 


OLYNESIA 


ra  Bora:  Having  highlighted  the  finer  aspects  of  local  sculpture, 

ea  Lichtle  has  moved  on  to  painters.  A  descendant  of  the  last  queen  of 

hine,  Lichtle  is  fluent  in  French  Polynesia's  arts  and  botanical  and  cultural 

ry — in  five  languages.  A  Sorbonne  graduate  and  the  Gallic  colony's  former 

;ral  attache  in  Paris,  he  makes  his  home  these  days  on  his  own  private  island, 

:  he  drinks  only  Champagne  (preferably 
|  spears  parrotfish  out  of  the  ocean  and  eats 
ussel  shells  the  size  of  breadbaskets.  This  is 
:ruise  director. 

:htle's  expertise  is  just  one  of  the  singular 
es  of  a  jaunt  through  the  Society  Islands 
d  one  of  the  elegant  vessels  of  BORA  BORA 
ES.  A  few  others:  Your  maitre  d'  has  honed 
ills  at  London's  Conran  venues,  Kenzo  per- 
y  designed  the  bedspreads  and  the  bathroom 
es  are  by  Philippe  Starck.  It  is  a  mentality 
sulated  in  the  decision  to  serve  wine  in  crys- 
)iegelau,  though  unattended  glasses  fre- 
ly  take  flight  with  the  afternoon  breeze.  We 
rhrough  the  islands,  their  low  mountain  sil- 
tes  angled  like  carved  chocolate,  as  Feist,  the 
based  chanteuse  on  every  insider  playlist, 
iver  the  sound  system. 

le  company's  two  69-meter  boats  are  outfitted  with  an 
al  flat-hull  design  allowing  them  to  navigate  the  shallows 
i  accommodate  60  guests,  though  the  average  is  30. 
te  week  we  spend  hopping  from  Bora  Bora  to  Huahine, 
:a,  Taha'a  and  back  again,  there  are  just  nine  passengers  at- 
d  by  a  staff  of  45.  Composed  of  a  winning  assortment  of 
;  Europeans,  Kiwis  and  Aussies,  the  staff  sets  a  tone  that 
;  the  experience  closer  in  atmosphere  to  traveling  on  a 
's  opulent  yacht  than  on  a  commercial  passenger  ship.  Our 

guests  include  a  jocular  English  couple  in  their  50s  on  an 
;s  world  tour,  a  pair  of  jaunty  Mexico  City  newlyweds  and 
ichman  accompanied  by  his  wife  and  daughter,  a  cerulean- 
leauty  whose  idea  of  a  beach  read  is  Voltaire's  Candide. 

night  two,  we're  all  dining  together — voluntarily — and 
ing  over  glasses  of  Chablis,  everyone  impressed  by  the 
tropical  interpretation  of  modern  French  cuisine, 
vard,  the  gentlemen  fish  in  the  moonlight  off  the  back  of 
>at,  hauling  bonito  and  jackfish  out  of  the  sea  under  the 


Bora  Bora 
Cruises:  welcome 
aboard;  getting 
sorted  out  at 
the  pear!  farm; 
exotic  life-forms; 
a  glimpse  of 
the  over-water 
bungalows  at 
the  Bora  Bora 
Lagoon  Resort 


guidance  of  Jerome,  the  humorous  eccentric 
who  mans  the  dining  room.  The  next  night 
we  are  ferried  to  a  deserted  isle  for  a  feast  of 
lobster  followed  by  a  screening  of  Tabu,  an 
Oscar-winning  cultural  gem  directed  by  the 
renowned  German  expressionist  filmmaker 
F.W.  Murnau.  Filmed  in  Tahiti  in  the  1920s, 
it  is  screened  for  us  on  a  sailcloth  stretched 
between  two  accommodating  palms,  just 
another  example  of  the  staff  s  breezy  panache. 

"Thirty  guests  is  a  nice  amount,"  Lichtle  says  of  the  vessels' 
average  count.  "There  are  secret  places,  discreet  little  salons.  It's 
never  crowded,  and  you  can  always  find  a  private  spot."  In  fact, 
they  encourage  it.  Passing  through  the  library  onto  a  top  deck 
arrayed  with  woven  espresso  loungers  and  a  Jacuzzi,  all  concealed 
from  view,  a  staff  member  confides  that  "when  the  library  door 
locks,  then  we  know  guests  wish  to  be  alone." 

The  pace  is  also  intuitively  calibrated;  itineraries  revolve 
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FRANCE 

Paris:  For  those  whose 
tastes  incline  toward  smaller, 
more  intimate  settings,  the 
HOTEL  ESPRIT  SAINT-GERMAIN 
is  a  fine  new  place  to  add 
to  your  Rolodex. 

Arriving  at  this  27-room, 
five-suite  hotel  with  its  original 
18th-century  facade,  one  gets 
the  sense  of  entering  a  private 
world.  There  is  not  even  a 
formal  reception  desk;  a  staff 
member  offers  a  seat  in  the 
lobby/living  room,  where  deep 
suede-covered  sofas  are 
perfect  for  sinking  into  after  a 
long  flight.  Before  any  talk 
of  credit  cards,  you  are  served 
coffee,  a  glass  of  wine,  what- 
ever you  want.  Then  make 
yourself  at  home  here,  amid 
leather  club  chairs,  a  library 
full  of  books,  even  a  gratis  bar 
with  everything  from  chilled 
Champagne  to  whiskey. 

Esprit  Saint-Germain  is  the 
vision  of  businesswoman 
Laurence  Tafanel,  a  rare  female 
hotelier  in  Paris.  She  spent 
three  years  and  $8  million 
converting  two  side-by-side  town 
houses  into  the  kind  of  hotel 
she'd  like  to  stay  in  herself. 

"I  tried  to  create  a  sense 
of  being  in  a  home,"  she  says, 
"where  the  little  things  you 
might  need  are  here  for  you."^ 


MARCH 


around  lushly  orchestrated,  wine-splashed  meals.  Guests  cherry- 
pick  the  daily  schedule — anything  from  swimming  with  rays  and 
feeding  sharks  to  botanical  tours  and  visits  to  pearl  farms. 

Of  course,  even  in  paradise,  there's  always  something.  I  quiz  our 
new  friends:  Could  anything  improve?  Silence.  Had  anything  gone 
wrong?  Brows  furrow.  Eventually  someone  volunteers  that  they  had 
once  sent  their  eggs  back,  preferring  them  over  easy  to  sunny  side 
up.  But  then  they  had  been  whisked  away,  perfected  and  returned 
almost  instantly.  Perhaps  that  didn't  count? 

On  our  last  day,  the  Brits  (who  have  invited  all  of  us  to  join 
them  at  their  villa  in  Spain  for  the  America's  Cup)  are  seriously  con- 
sidering going  around  again.  Disembarking,  we  step  onto  the 
launch.  The  young  Mexican  bride  actually  weeps  as  Lichtle  tucks  a 
Creamsicle  frangipani  behind  her  ear.  One  could  hardly  blame  her. 

— VIIA  BEAUMANIS 


Rockefeller's 
A  new  day  at  veni 
Little  D 


BRITISH 
VIRGIN  ISLANDS 

Virgin  Gorda:  When  Laurance  Rockefeller  first  pitched  a  ten 

this  British  Virgin  Island,  he  probably  wasn't  thinking  about  its  resort 
sibilities.  Half  the  size  of  neighboring  and  better-known  Tortola,  Vi 
Gorda  was  and  remains  justly  known  for  its  quiet  coves  and  the  yach 
types  who  frequent  them.  Maybe  Rockefeller's  entrepreneurial  bloodline: 
the  better  of  him,  or  maybe  he  felt  that  the  views  of  the  bay's  lazy  azure  w 
breaking  over  the  coral  reef  just  offshore — one  of  the  prettiest  sights  in 
Caribbean — really  should  be  shared.  Whatever  the  reason,  in  the  early 
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a  little  paradise 

in  your  evening. 


-  Maui  Wowie  Salad  - 


^  H 


"Send  your  tastebuds  to 
heaven  with  dishes  that 
delight  all  senses." 

-ZAGAT  SURVEY  2OO5 


HAWAIIAN  FUSION' 
CUISINE 

roysrestaurant.com 


on  the  mainland: 


BALTIMORE 
BONITA  SPRINGS 


JACKSONVILLE  BEACH 
LA  JOLLA 
LAS  VEGAS 


LOS  ANGELES 
NEWPORT  BEACH 


PHILADELPHIA 


RANCHO  MIRAGE 
SAN  FRANCISCO 


WOODLAND  HILLS 


in  Hawaii: 

HAWAII  (BIG  ISLAND) 
KAUAI 
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I'll  say.  In  each  room  small 
boxes  contain  items  such  as 
scissors,  Scotch  tape,  paper, 
foot  lotion.  In-room  safes  are 
large  enough  to  hold  laptop 
computers,  with  electrical 
outlets  so  the  computers  can 
be  charged  while  stored.  The 
hotel  even  loans  cell  phones  to 
guests,  with  prepaid  cards. 
Says  Tafanel,  "I  get  upset 
when  I  go  around  paying  for 
everything  in  a  hotel."  That 
also  explains  the  free  Internet 
and  no  extra  charge  for 
breakfast  en  suite. 

Working  with  architect 
Edwyn  de  Goy,  Tafanel  hand- 
selected  every  item  for  the 
comfort-driven  interiors.  Eighty 
different  fabrics  were  chosen 
for  sumptuous  velvet  curtains, 
organza  bed  coverings  and 
leather  stitched  headboards. 

And  then  there's  Esprit 
Saint-Germain's  location 
in  the  heart  of  the  ultrachic 
Saint-Germain  des  Pres 
neighborhood.  Here's  a  tip: 
The  narrow  streets  surrounding 
the  nearby  Saint-Sulpice 
church  hold  hundreds  of  one- 
of-a-kind  shops.  Their  small- 
scale  atmosphere  defines  the 
spirit  and  the  sense  of  place 
here.  It's  clear  how  Tafanel 
chose  the  name  for  her  hotel: 
She  was  inspired  by  everything 
around  it.  — DONNA  PAUL 


'60s  Rockefeller  spent  the  then-whopping  sum  of  S8 
million  to  create  LITTLE  DIX  BAY  RESORT,  which  remains 
the  island's  best-known  accommodation. 

The  original  design  included  50  no-frills  hungalows 
along  the  white-sand  beach,  edged  with  beautifully  ap- 
pointed gardens  of  palms,  frangipani  and  even  the  oc- 
casional cactus  (the  island's  western  side  is  its  "dry"  one). 
The  buildings,  with  their  diamond-shaped  roofs  stained  to  blend  into  the 
fringed  property,  are  barely  visible  from  the  sea,  and  legend  has  it  that  Rocki 
often  tidied  the  beach  at  Little  Dix  himself,  cleaning  up  after  his  guests,  rea< 
ing  the  sun  chairs  and  pulling  down  the  umbrellas. 

Time  stood  still  at  Little  Dix,  which  wasn't  always  a  good  thing.  In  the  pas! 
Rosewood  Hotels  &  Resorts,  which  manages  the  property,  has  begun  a  modernization  prcl 
aimed  at  placing  Little  Dix  back  in  the  forefront  of  tropical  escapes — an  attempt  to  blen  l 
ury  with  environmental  integrity.  So  the  beachfront  rooms  have  been  renovated  (walls  takel 
furniture  replaced,  beamed  ceilings  repainted  white)  and  given  outdoor  showers  and  hamn 
but  their  exteriors  remain  the  same.  Junior  suites  boast  L-shaped  balconies,  marble  floors 
changing  and  washing  areas  and  a  soaking  tub,  of  which  Rockefeller,  a  passionate  environ 
talist,  would  most  certainly  not  approve.  (I'm  partial  to  a  nice  hot  bath  myself,  but  not  w 
takes  more  than  a  half  hour,  literally,  to  fill  the  tub.)  Off  to  the  western  edge  of  the  resc 
the  beachfront  cottages  and  villas,  perched  at  the  end  of  lawns  leading  down  to  the  water 
There's  also  some  (pleasantly  muffled)  construction  on  the  hillside  above  the  resort  oi 
villas,  built  by  Little  Dix,  four  of  which  will  be  managed  by  Exclusive  Resorts,  the  Steve 
enterprise  that  is  changing  the  face  of  high-end  travel.  The  villas'  exteriors  mimic  those 
resort,  but  their  sheer  size  makes  the  other  buildings  look  like  huts. 

Rockefeller  might  have  reacted  more  favorably  to  the  construction,  three  years  ago,  of 
Dix's  spa.  Tucked  away  on  a  cliff  that  provides  the  best  views  of  the  western  part  of  the  isls 
hard  to  locate  even  from  the  beach — the  spa  and  its  services  are  top-drawer.  The  mornin 
lowing  my  arrival,  I  was  treated  to  a  lemongrass  body  scrub  (not  for  the  claustrophot 
full-body  massage  and  an  "intensive"  facial  using  Yonka  Paris  products.  If  I'd  bothered  tc 
my  head  (a  Herculean  endeavor),  I'd  have  been  greeted  by  a  delightful  view  of  sailboats 
crossing  the  channel.  Buildings  and  treatment  rooms  are  hidden  among  the  foliage,  ar 
small  infinity  pool  just  beyond  the  entranceway  is  never  loud,  or  even  crowded.  It  may  II 
ubiquitous  luxury  add-on, 
but  this  spa  somehow  man- 
ages not  to  feel  frivolous — 
it's  just  another  way  to  pass 
the  afternoon. 

Of  course,  you  could 
always  decompress  with  a 
sunset  cruise,  nap  in  your 
hammock  or  sample  the  cui- 
sine at  the  Sugar  Mill  rest- 
aurant, the  fanciest  of  the  resort's  three  dining  establishments,  offering  tasty  if 
unspectacular  fare.  Kids  under  12  aren't  permitted,  but  you  can  drop  them  off  at 
the  Children's  Grove,  an  indoor/outdoor  facility  with  every  possible  amusement 
(including  televisions,  which  are  absent  from  the  grown-ups'  rooms)  and  adult  supervisu 
fact,  the  resort  is  exceedingly  family- friendly — an  enticement  for  some  and  a  drawback  for  o 
The  jury  is  still  out  on  how  much  the  face-lifted  Little  Dix  will  retain  the  spirit  of  the 
inal,  but  by  and  large  it's  still  a  lovely  place  to  escape  the  wintry  climes.  Rockefeller  rr 
spinning  in  his  grave  at  what  has  happened  to  his  baby,  but  at  least  the  island  doesn't  1 
golf  course.  Yet.— LORRAINE  CADEMARTORI 


The  hi 
and  la 
Virgin 
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0  0    PORTS    OF  CALL 
15  0  COUNTRIES. 
1     ADDRE  S  S  ... 


For  the  fortunate  few,  the  entire 
planet  is  now  home.  Allow  us  the 
opportunity  to  present  Magellan, 
the  most  extraordinary  residential 
experience  ever  conceived. 


Full  ownership  from  $1,875  million. 
Fractional  ownership  from  $156,250. 


Arrive  and  explore  by  helicopter. 
Set  sail  for  fishing,  diving  and 
discovery  from  an  onboard 
marina.  Enjoy  fine  dining  and 
a  world-class  spa  in  a  setting 
where  every  imaginable  luxury 
is  at  hand.  Contact  us  for  further 

information  regarding  the 
privileges  of  ownership,  our  most 

attractive  financing  and  all  that 
awaits  aboard  your  new  home  on 
the  seven  seas. 

Two  to  four  bedroom  residences 
from  1,130  square  feet  to 
over  3,200  square  feet. 


MAGELLAN 

480-497-8833 
www.ResidentialCruiseLine.com 


- — US 
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WHO  KNOWS,  THE  BEST  WINE 
YOU  EVER  TASTED  COULD  BE  THE 
ONE  YOU  HAVE  TONIGHT. 


FLEMING'S  PRIME  STEAKHOUSE  &  WINE  BAR 

Discover  100  wines  by  the  glass  and  the  finest  prime  steaks 
in  an  atmosphere  that's  gracious  and  lively. 


WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES 
For  locations  visit  Hemingssteakhouse.com 


Wine  &  Spirits  by  Richard  Nalley 


The  Other  Italy 

Beyond  Piedmont  and  Tuscany, 
the  cream  of  an  exotic  crop 


ie  history  of  Caesars,  conquerors  and  bureaucrats 
ixerting  their  control  over  winemaking  in  Italy  can 
)e  summed  up  as  4,000  years  of  herding  cats.  And 
ire  a  lot  of  cats  in  these  parts.  Charles  de  Gaulle, 
mously  despaired  of  governing  a  country  with  246 
)f  cheese,  would  blow  a  gasket  in  Italy.  More  than 
lace-names — and  many,  many  more  "kinds"  of 
-appear  on  Italian  labels,  and  most  of  them 
their  own  local  traditions  and  ^^^^^ 
wn  homegrown  contrarians.  ^^^^^ 
s  Italian  wine  landscape  today  is  pep- 
with  messianic  experimenters  and 
icked  archconservatives,  inter- 
al  assimilators  and  roots-ob- 
semidruids.  Italy's  wines  of  genius  and  ambition 
over  the  map,  literally.  The  sweeping  quality  rev- 
i  that  began  not  so  long  ago  in  Tuscany  and 
ont  has  now,  in  one  generation,  washed  over  the 
y  from  Sicily  to  the  Slovenian  border, 
ny  of  Italy's  most  eye-opening  wines  turn  up  in 
such  as  the  alpine  hillsides  of  Friuli  that  look  like 
for  a  remake  of  Heidi,  or  the  scorched  Mediter- 
valleys  of  Campania  that  look  like  early 
Eastwood.  The  blue-chip  vineyards  of 
ti,  Brunello,  Barolo  and  Barbaresco  are 
ly  valuated  world  standards.  But  there  is,  as 
y  in  Texas,  a  whole  other  Italy  out  there, 
lere's  a  thought:  In  a  world  where  so  many 
lets,  Merlots  and  even  Shirazes  are  merg- 
o  taste-alike  fruit  Popsicles,  maybe  we 
be  drinking  more  Teroldego,  Negroamaro 
jlianico  from  this  Other  Italy.  Experiment  a  little 
ax  amid  the  confusion  of  the  unfamihar — the  sage 
ought  "may  you  live  in  changing  times"  a  curse,  ob- 
'  wasn't  an  Italian  wine  fan.  Seek  a  little  guidance, 
e  away  the  names  of  a  few  reliable  importers  (see 
ige).  When  you  sip  a  riveting  wine  like  nothing  else 
ever  put  in  your  mouth,  that,  my  friends,  is  amore. 
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BOCCADIGABBIA  2003 
"ROSSO  PICENO"  ($15) 

It  may  be  this  Marche  region  estate's 
French  ancestry — it  was  once  owned  by 
Napoleon  III  and  the  Bonaparte  family — 
or  the  Bordeaux-style  winemaking  (a  long 
maceration  to  soften  the  tannins,  French 
oak  aging),  but  this  astonishing  red  wine 
value  takes  the  Sangiovese  grape  so  com- 
mon to  central  Italy  somewhere  else,  to 
a  richly  extracted  spiciness  and  aromatic 
sweet/sour  cherry  flavor  underlined  with 
vanilla.  (Importer:  Michael  Skurnik) 


consciously  Burgundian-style  winemak- 
ing give  this  red  delicacy  and  refinement, 
but  it  has  plenty  of  flavor  punch  and  a  lus- 
cious, layered  texture.  (Michael  Skurnik) 

SCHIOPETTO  2004 

COLLIO  TOCAI  FRIULANO  ($37) 

Collio,  nudging  Slovenia  in  the  far  north- 
east, is  Italy's  most  highly  regarded  white- 
wine  region,  and  the  groundbreaking 
Mario  Schiopetto  was  its  most  celebrated 
winemaker.  This  graceful,  deceptively 
full-bodied  wine  from  the  Tocai  Friulano 


wine  for  meat  and  funky  cheese,  bj 
also  compulsively  sippable.  (Martin 

FORADORI  2002 
GRANAT0  ($55) 

After  the  death  of  her  father  in  thi 
1980s,  Elisabetta  Foradori  gambh 
future  of  her  family's  winery  in  Tr| 
on  the  Teroldego  grape,  a  then 
ly  regarded  local  quaffer  that  sr| 
transformed  into  one  of  Italy's  mo 
claimed  reds.  Foradori's  magic  touci 
Teroldego  is  never  more  evident  tl 
2002,  a  gully-washi 
vintage  that  most  1 
winemakers  would 

Barolo  and  Barbaresco  are  properly  valuated  forg"  Noi one  c 

.  11  J  very  best  Uranato 

world  standards.  But  there  is,  as  they  say  02  is  stm  a  WOn. 

in  Texas,  a  whole  other  Italy  out  there.  b^™dg| 

character  and  a  pit 


The  blue-chip  vineyards  of  Chianti,  Brunello, 


ANSELMI  2003 
"CAPITELCR0CE"  ($19) 

Roberto  Anselmi  nearly  had  to  destroy  his 
family's  winery  in  Veneto's  Soave  district 
in  order  to  save  it — slashing  production 
and  vine  yields,  and  recently  dropping 
"Soave"  from  the  label  altogether  to  de- 
construct the  legally  required  blend  of 
inferior  grapes  and  put  100  percent 
Garganega  fruit  into  this  bottling.  This 
white  is  lively,  juicy  and  light,  with  a  fine, 
firm  feel  that  gives  it  an  upsized  palate 
impact.  (Palm  Bay  Imports) 

POJER  &  SANDRI 2004 
"PALAI"  ($20) 

This  high-tech  winery  built  into  a  moun- 
tainside in  Trentino  has  taken  the  worka- 
day Muller  Thurgau  grape  and  turned 
it  into  a  head-turning  house-white  up- 
grade; a  simple  wine,  perfectly  executed. 
Fermented  in  stainless  steel  to  preserve 
its  perfume  and  soft  citrusy,  minerally 
flavors,  it  gets  lift  from  a  taut,  palate- 
awakening  acidity.  (Vin  Divino) 

TENUTA  DELLE  TERRE  NERE  2003 
ETNA  ROSSO, 

"CALDERARA  S0TTANA"  ($23) 

This  sensational  buy  is  top  wine  scout  and 
importer  Marco  DeGrazia's  own  wine, 
produced  from  the  high  slopes  of  Sicily's 
Mt.  Etna,  and  grown  in  a  soil  that  is 
mostly  volcanic  ash.  The  altitude  and  the 


(a  grape  soon  being  required  to  adopt 
a  new  name  by  the  International  Court 
of  Justice)  is  bottled  unfined  and  un- 
filtered,  with  its  seductive  yellow  apple, 
peach  and  almond  flavors  alive  and  in- 
tact. (Vintus) 

MASTROBERARDINO  2000 
TAURASI  RADICI  ($42) 

Campania's  Antonio  Mastroberardino 
not  only  revitalized  great  winemaking  in 
his  area  outside  of  Naples  but  has  resur- 
rected the  region's  ancient  viticultural 
roots,  among  other  things  producing  this 
densely  textured  red  from  the  Aglianico, 
a  once-neglected  grape  brought  to  Italy 
by  the  ancient  Greeks.  There's  a  lot  to 
savor  here — notes  of  sour  cherry,  ripe 
plum  and  tobacco — but  the  overall  im- 
pression is  smoothly  blended  harmony. 
(Martin  Scott) 

CORTEFORTE 1999 
AMARONE  CLASSICO  ($50) 

Amarone  is  Valpolicella  by  other  means: 
The  Corvina,  Rondinella  and  Molinara 
grapes  are  harvested  and  dried  for  months 
on  special  trays  to  concentrate  their  flavors 
and  alcohol.  What  Carlo  Cerutti,  by  day  a 
lawyer,  does  with  this  boutique  wine  is 
to  get  all  the  classic  Amarone  lashing  of 
raisin,  kirsch,  cedar  and  leather  opera- 
ting within  a  graceful,  almost — almost — 
delicate  framework.  It  is  still  a  deep  red 


touch  of  bitterness  that  plays  off  the 
fruit.  (Polaner  Selections) 

COSIMOTAURINO  1997 

"PATRIGLI0NE" 

ROSSO  DEL  SALENTO  ($55) 

This  cascadingly  rich,  tooth-purplii 
comes  from  the  most  celebrated  wir 
Puglia  (the  "boot  heel"  of  Italy).  It  is| 
only  in  particular  years  because  of  Tail 
habit  of  leaving  any  potential  grap! 
this  bottling  (Negroamaro  with  a  d! 
Malvasia  Nera)  hanging  late  on  th^ 
to  dry  out  and  concentrate.  Given  2 
mellowing  in  small  French  oak  bar: 
emerges  packed  with  flavor — bitter  c 
licorice,  something  like  new  leat: 
and  refined  even  with  its  sumo-v 
14.5  percent  alcohol.  (Winebow/Lec 
LoCascio  Selections) 

ARNALDO-CAPRAI  2001 
SAGRANTINO  Dl  M0NTEFALC0 
"25  ANNI"  ($90) 

Passionate,  dynamic  Marco  Caprai  s 
handedly  raised  the  cultivation  of  Sa 
tino,  a  low-profile  native  grape  of  Ui 
to  superstar  status.  You  can  sip  and  sli 
vour  heart's  content  and  possibly  nev 
that  you've  teased  all  the  subtle  strai 
flavor  and  perfume  from  this  deepl 
ored,  dense  and  spicy  wine,  with  a  v 
elegance  that  persuades  you  to  let  it 
on  the  tongue.  (Villa  Italia)  • 
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Sentosa  Co 

S       I       N       G       A       P    Mgj  K 


The  ultimate  lifestyle  destination 


Share  our  vision.  Embrace  a  unique  lifestyle 

Sentosa  Cove,  on  Sentosa  Island,  is  the  centrepiece  of  Singapore's  billion-dollar  plan  to  develop  one  of 
Asia's  most  spectacular  integrated  marina  communities.  Unrivalled  in  location,  quality  and  prestige, 
Sentosa  Cove  is  a  truly  unique  waterfront  development  -  the  first  of  its  kind  to  offer  a  marina-oriented 
lifestyle  with  quayside  retail  and  an  upmarket  residential  enclave. 


The  Quayside  Collection 

Strategically  located  at  the  heart  of  Sentosa  Cove's  marina  huh,  The  Quayside  Collection  sprawls  across 
54,172  sq  m.  It  offers  unique  development  potential  for  a  prestigious  5-star  resort  hotel,  quayside  retail 
and  residences.  With  the  sea  as  a  picture-perfect  backdrop,  the  ultimate  lifestyle  destination  with 
first-rate  amenities  and  private  berthing  facilities  await  the  privileged  few. 

Realise  your  vision  and  shape  a  spectacular  skyline  with  The  Quayside  Collection. 


n  special  Qualifying  Certificate  Waiver.  Exclusive  to  Sentosa  G 


Sentosa  Cove  Sales  and  Information  Centre  (Open  daily  from  10am  -  6pm) 
Website:  www.semosacove.ami.sg  •  Email:  enquiry_cove@sentosa.com. sg  •  For  enquiries  please  call:  (65)  6270  0200 


Spas  by  Lorraine  Cademartori 


Beyond 

Jacuzzis 

Want  to  bring  the  spa  into  your  home? 

There  are  more  ways  to  do  it  than  you  thought. 


/  ouldn't  it  be  nice  to  have 
'  a  steam  room  down  the 
hall  rather  than  across 
Many  consumers,  tired  of 
r  to  book  spa  appointments 
ance  and  shell  out  hundreds 
lars  for  each  visit,  think  so. 
cmand  for  everything  spa-re- 
las  spurred  manufacturers  and 
:cts  to  add  spalike  elements  to 
lome-design  offerings.  The 
is  that  for  the  affluent  and 
Idicted,  the  idea  of  a  home 
becoming  less  a  pipe  dream 
ore  an  indulgent  reality. 
:e  their  commercial  forebears, 
spas  can  range  from  the 
st  to  the  extravagant.  Tag 
m's  firm,  TAG  Signature,  de- 
interiors  for  resorts  such  as 
reenbrier  in  White  Sulphur 
5s,  West  Virginia,  and  the 
the  Broadmoor  in  Colorado 
gs,  Colorado.  He  created  a 
r  for  the  latter  about  five  years 
ith  a  wall-mounted,  touch- 
panel,  controlling  18  shower- 
grouped  in  six  zones,  for  about  $100,000.  Not  long 
i  Broadmoor  guest  and  movie  mogul  hired  Galyean 
rail  one  in  his  own  home — and  a  Hollywood  con- 
on  piece  was  born.  (Galyean  is  currendy  at  work  on 
d-back  version  for  a  mere  $50,000.) 
>t  everyone  wants  an  ubershower  as  part  of  the 
spa,  but,  says  Galyean,  "the  hydrotherapy  aspects 


Tiny  bubbles:  the  Sok  bath  from  Kohler 
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e  [spa]  experience  are  paramount"  to 
1  ients.  "It's  all  about  what  warm  water 
to  your  system."  The  computer  in  his 
rer  controls  temperature  and  pressure 
Jigs — "invigorating,"  "relaxing"  and  so 
TAG  Signature  has  also  recently  de- 
i  its  FlowThru  tub  ($12,095),  which 
with  filtered,  nonchlorinated  water 
I  spills  it  over  you  continuously.  "It's 
(being  in  a  spring;  the  water  comes 
m  each  side  of  your  neck,  over  your 
Llders  and  down  your  back,"  says 
ean.  "We  also  developed  a  tablet  that 
resces  when  dropped  in  the  bath.  It 
'•les  up  and  releases  negative  ions," 
icating,  to  an  extent,  ocean  air.  The 
dian  soaking  tub  ($5,500),  mean- 
geared  toward  space-conscious 
o  owners,  is  a  deep  tub  that's  smaller 
:an  be  fitted  with  pipeless  jets, 
ohler,  the  Wisconsin-based  maker 
gh-end  bathroom  fixtures,  has  de- 
ed its  own  range  of  home-whirlpool 
ns  that  offer  a  multitude  of  water 
riences.  The  Sok  is  a  fiberglass,  rect- 
lar-shaped  bath  priced  from  about 
DO  that  uses  effervescent  bubbles 
relaxing,  meditative  experience. 

0  employs  colored  lighting  in  the 
dubbed  "chromatherapy")  to  vary 
nood. 

earn  rooms  are  big  spa  favorites  and 
?e  added  more  easily  than  you'd 
:t.  Galyean  says  that,  "We've  done 
is  that  contained  a  bathtub,  shower 
team  room  [together]... and  a  reno- 
n  like  that  can  be  done  in  a  relatively 

1  space,  even  six  by  eight  [feet]." 
ler  offers  a  Steam  Generator  Kit 
50  and  up)  for  folks  who  simply  want 

1  as  an  add-on  to  their  already  exist- 
r  newly  upgraded  shower, 
ther  exotic  elements  can  be  added 
he  more  hard-core  spa  enthusiast. 
Ultra  recently  introduced  the  Temaz- 
-a  $10,000  all-in-one  "therapeutic 
e"  inspired  by  the  original  Aztec 
t  lodges.  Made  of  Lucite,  with  glass 
s  and  a  wooden  seat  and  floor,  the 
azkal  cabin  features  a  dry-air  heat 
m,  an  aromatherapy  diffuser,  a 
er  for  that  steam-room  effect  and 
spectrum  lighting  about  100  times 

2  intense  than  normal  interior 
ing.  (The  last  is  thought  to  help 

with  insomnia,  jet  lag  and  season- 


al  affective  disorder.) 

Of  course,  there  are  those  who  simply 
must,  must  have  a  spa  with  all  the  bells  and 
whistles.  Sue  Firestone,  who  heads  SFA 
Design  in  Santa  Barbara,  California,  re- 
cently worked  on  the  construction  of  San 
Francisco  Giants  slugger  Barry  Bonds's 
18,000-square-foot  home  in  Los  Angeles. 
It  boasts  a  home  gym  for  Barry,  a  tanning 
room  for  his  wife,  Liz,  and  a  "wet"  room 
including  a  tub,  shower  with  steam  and 
sauna.  Firestone  added  custom  mosaic 
tiles  on  the  walls,  and  estimates  that  the 
entire  gym  and  spa  is  about  1,700  square 
feet.  "It's  built  on  top  of  their  guesthouse, 
and  they  wanted  to  share  it  with  friends," 
says  Firestone. 

Not  everyone  has  a  league  MVP's 
budget,  so  Firestone  suggests  forking 
over  about  $1,000  per  square  foot  if  you 
truly  want  to  turn  a  room  into  a  serenity 
suite.  "The  main  thing  consumers  want 
and  we're  actually  able  to  give  them  is  a 
larger-than-typical  shower  that  has  a 
bench  seat,  along  with  the  multiple- 
showerhead  experience  and  steam."  Her 
firm  uses  fixtures  from  cutting-edge 
European  companies  as  well  as  American 
ones  such  as  Kohler  and  Waterworks. 
"Most  people  want  to  see  what  they've 
seen  in  world-class  resorts,"  Firestone 
notes.  "People  have  to  be  prepared  to  pay 
for  the  finishes  and  fixtures  and  behind- 
the-scenes  technology."  Other  personal- 
ized touches  for  a  home  spa  can  include 
custom-designed  tiles,  lighting  and  linens, 
or  a  design  theme  such  as  one  she  recently 
did  for  the  new  Ojai,  California,  home  of 
the  billionaire  Crown  family  that  she  calls 
"Spanish  colonial  meets  Moroccan  meets 
Zen,"  which  showcases  a  circular  massage 
area  at  the  center  of  the  top  floor,  right 
off  the  bedrooms. 

Clearly  there  are  as  many  varieties 
of  home  spa  as  there  are  of  traditional 
spas — and  the  trend  is  moving  so  quickly 
that  what's  considered  adventurous  today 
may  seem  de  rigueur  tomorrow.  Indeed, 
Firestone  recently  renovated  the  home  of 
venture  capitalist  Frank  Caufield  and  his 
wife,  Karen,  in  San  Francisco's  Pacific 
Heights  neighborhood.  To  the  bottom 
floor  of  his  historic  Victorian,  Firestone 
added  a  gym,  a  mini-spa,  a  steam  room 
and  a  deluxe  shower.  "It's  very  traditional, 
very  classical,"  she  notes,  without  irony.  • 
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Four  Seasons 


From  the  moment  you  reach 
our  doors,  you'll  know  that  we've 
been  expecting  you.  Welcome  into 
a  world  of  embracing  comfort, 

where  everything  has  been 
thoughtfully  prepared  for  your 
arrival.  Experience  the  peace  of 
mind  that  comes  from  knowing 
every  detail  is  just  as  it  should 

be,  with  nothing  overlooked. 
All  of  which  leaves  you  free  to 
focus  on  what  brought  you  here. 


Contact  your  travel  consultant, 

visit  WWW.FOURSEASONS.COM  or 
in  the  U.S.  call  1-866-536-9558. 


9ISTLE8        Atlanta       Nkvis  Budai- 


REDISCOVER  THE  MAGIC  OF  TELEVISIOr 


Remember  how  you  loved  TV  as  a  child?  Bring  the  same  thrill  back  with  a  flat  pa 
television  from  LG,  the  world  leader  in  flat  panel  production?  Whether  you  choose 
award-winning  plasma  with  a  built  in  HD-DVR,  or  any  of  our  other  HD  LCD  and  Plas 
TVs,  you're  getting  stunning  design  and  the  innovative  XD™  Engine  —  the  technol 
behind  our  brilliant  picture  quality.  LG,  the  world's  largest  manufacturer  of  flat  par 
and  reasons  to  stay  up  late. 
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O200S  LG  Electronics.  Inc.  Englewood  Cliffs.  NJ.  IC  Design  and  Life's  Good  are  trademarks  of  LC  Electronics.  Inc.  "Based  on  2004  PDP  and  LCD  module  productic 
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Electronics  by  Thomas  Jackson 


he  Revolution 
Will  Be 
Downloaded 


And  watched  on 


he  problem  with  portable  video  players,  those 
pocket-size  movie  viewers  we've  been  hearing  so 
Q  much  about  these  past  few  years,  has  always  been 
ng  out  how  to  make  them,  well,  play  movies.  In 
it  f  to  load  up  their  hard  drives  with  anything  remotely 
osil  watching,  like  a  film  or  a  TV  show,  you've  needed 
p!;|  chnical  know-how  of  an  IT  guy  and  the  patience  of 
t.  Not  to  mention  a  ready  willingness  to  break 
,  „.  ight  laws.  In  recent  months,  however,  that's  finally 
ed.  Thanks  to  a  raft  of  deals  between  Hollywood 
ilicon  Valley,  there's  now  content  galore  available 
Internet.  Steve  Jobs  and  company  made  it  happen 

U5f  course,  convincing  ABC,  NBC  and  other  net- 
to  sell  reruns  on  the  iTunes  store.  Now  the  cora- 
>n  is  responding  in  force.  Google  has  just  launched 
line  video  store,  where  anyone  from  major  net- 
to  a  kid  with  a  camcorder  can  sell  content  for  the 
of  their  choosing — or  give  it  away  for  free.  CBS 
le  NBA  have  already  signed  on.  The  cable  movie 


From  top:  Samsung's 
YM-P1,  New  Media 
Life's  TAVi  and 
Creative's  Zen  Vision:m 
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channel  Starz  is  muscling  in  with  Vongo, 
a  service  that  allows  users  to  download  as 
many  movies  as  they  like  for  a  flat  fee  of 
$10  a  month.  TiVo,  meanwhile,  has  in- 
troduced TiVoToGo.  Its  subscribers  can 
transfer  the  programs  stored  in  their  set- 
top  boxes  straight  to  their  computers. 
DirecTV  will  offer  a  similar  service,  in 
partnership  with  Microsoft.  All  of  which 
makes  the  portable  video  player,  once  a 


futuristic  curiosity,  into  something  sud- 
denly relevant,  even  desirable. 

The  snazziest  new  option  out  there — 
and  the  greatest  threat  to  iPod  hege- 
mony— is  Creative's  Zen  Visiomm  (www. 
creativelabs.com;  $330).  Although  it  maxes 
out  at  30  gigabytes  of  hard-drive  space 
(compared  to  the  iPod's  60)  and  has  a 
slightly  chunkier  profile,  Creative  claims 


longer  battery  life  than  Apple's  product,  as 
well  as  a  more  colorful  screen.  But  its  great- 
est selling  point — something  it  shares 
with  most  other  iPod  clones — is  its  ability 
to  play  content  from  the  pay-per-down- 
load  sources  cited  above.  At  the  moment, 
the  only  place  iPod  users  can  legally  down- 
load copy-protected  video  is  from  the 
iTunes  store  (although  a  deal  between 
Apple  and  TiVo  is  reportedly  in  the  works). 


Toshiba's  new  Gigabeat  S  (www.giga 
beat.com;  $299-$399)  comes  in  30-  and 
60GB  versions,  although  its  screen  is 
slightly  smaller  than  both  the  iPod  and  the 
Zen  Visionrm.  It  runs  on  Microsoft's  mo- 
bile version  of  Windows  XP  and  handles 
most  of  the  popular  video  file  formats. 

In  comparison,  Samsung's  YM-P1  Port- 
able Media  Player  (www.samsung.com; 


$399)  seems  gigabyte-poor.  It  stor< 
20,  but  compensates  with  a  gen 
four-inch  screen  and  a  powerful  hi 
capable  of  playing  six  hours  of  videi 
Zen  Visiomm  boasts  four,  the  iPod 
You  pay  a  price  for  all  that  juice,  ho\ 
The  YM-Pl  weighs  in  at  a  hefty  I 
quarters  of  a  pound. 

While  other  companies  strive  to  i 
the  simplicity  of  Apple's  products, 
Media  Life  wants  t« 
new  standard  altog 
Its  TAVi  (www.tavi 
$499),  winner  of  a  E 
and  Engineering  j 
at  this  year's  Cons 
Electronics  Show  i| 
Vegas,  is  meant  not  just  to  play 
on  its  three-and-a-half-inch  screen 
also  to  act  as  a  portable  home-th 
component.  If  plugged  into  a  projec 
even  one  of  this  year's  oversize  pi 
TVs,  the  TAVi  can  serve  up  m 
in  high-definition,  5.1  surround  so 
Don't  even  think  about  trying  that 
your  iPod.  • 


Thanks  to  a  raft  of  deals  between  Hollywood 
and  Silicon  Valley,  there's  now  video 

content  galore  available  via  the  Internet. 
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ie  asked  the  foartender  for  a  cocktail. 
He  made  history  instead. 

|t  was  a  sweltering  tropical  afternoon  sometime  in  the 
early  1900s.  The  wicker  fans  at  the  Long  Bar  tried 
mightily,  but  failed  to  dispel  the  oppressive  heat.  While 
the  men  imbibed  a  variety  of  spirits,  the  ladies  had  to 
be  content  with  rather  more  insipid  beverages.  One 
brave  soul,  however,  had  different  ideas.  Bartender 
Ngiam  Tong  Boon  was  of  a  similar  mind.  Wicked 
gleam  in  his  eye,  he  mixed  a  cocktail  of  gin,  cherry 
brandy,  Cointreau  and  lime  juice,  camouflaging  its 
lethal  nature  with  a  splash  of  grenadine  syrup.  She 
accepted  Ngiam 's  creation  with  a  wink,  and  gleefully 
downed  it.  Nowadays,  this  legendary  pink  drink  is 
available  for  the  asking  at  the  Long  Bar.  After  which, 
one  might  even  acquire  a  taste  for  history. 


(Rtgn.  No.:  52918803A) 
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If  you  think  a 

RETURN  on  INVESTMENT 

IS  MUCH  MORE  THAN 
NUMBERS  Z  DECIMAL  POINTS 


{We  have  a  destination  club  for  you.} 


At  Dream  Catcher  Retreats  we  are 
dedicated  to  providing  our  members 
their  families  unforgettable  vacation 
experiences.  Thanks  to  a  solid  finant 
structure,  members  know  their  depo: 
is  safe  with  us.  They  are  free  to  focu; 
their  loved  ones  and  enjoy  carefree 
vacations  in  multi-million  dollar  home; 
the  world's  most  desirable  locations. 


D 


AM  CATCH 

RETREATS 


Your  Destination  Club. 
Feel  at  Home  in  the  World 


Call  or  visit  us  on  the  web  to  learn  what  a  luxury  Destination  Club  should  be. 

800.690.7820  or  dcr.com/fyi 
Eurc  oe:  00800  7661  9313 
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Golf  by  Todd  Pitock 


laying  golf  with  my  father  a  few  summers  ago, 
I  hit  my  ball  within  a  pitch  of  the  green. 
"What  are  you  doing?"  he  asked, 
ooking  for  a  sprinkler  head."  Sprinkler  heads  con- 
he  answer  to  the  question  that  lingers  in  the  heart 
ry  golfer  on  almost  every  hole:  How  far  away  am  I? 
ou  know,  you're  not  even  supposed  to  use  sprinkler 
L"  my  father  said.  "I  know  everyone  does  it,  but 
)t  the  way  the  game  was  meant  to  be  played.  It's 
leating." 

If  brings  out  the  purist  in  him  at  random  moments, 
s  not  cheating  if  everyone  agrees,"  I  pointed  out. 

ay,  I  like  to  know.  It  changes  my  swing.  Is  it  40 

r  60  yards?" 

u  don't  need  to  know  it.  You  should  be  able  to 

lis  struck  me  as  a  real  facsimile  of  wisdom,  like 
jhopper  and  his  master,  maybe  even  Luke  Sky- 

and  Yoda.  Feel,  not  know.  I  absorbed  the  lesson. 

lat  are  you  doing?"  he  said, 
listening  to  you." 
1st  hit  the  ball!" 

ried  to  feel  my  way  to  the  green,  and  it  felt  like,  say, 
ids,  which  was,  say,  20  yards  strong.  All  I  could  feel 
Iras  my  father  looking  at  me  with  his  brow  arched.  I 
las,  a  mere  seeker  of  knowledge,  a  lowbrow  searcher 
w  answers,  of  sprinkler  heads.  A  Google-golfer, 
rant  a  damn  yardage. 

le  future  seems  to  belong  to  those  of  my  ilk.  Last 
imber,  the  sport's  governing  bodies,  the  United 
1  Golf  Association  and  the  Scotland-based  R&A 
Hi  and  Ancient),  ruled  that  effective  in  2006,  dis- 
Imeasuring  devices  can  be  used  by  "Local  Rule" — 
I,  at  the  discretion  of  local  golfing  venues  and 
fcment  committees.  Only  laser  range  finders  and 
fcased  systems  that  measure  distance  are  legal;  gad- 
fiat  adjust  for  slope  and  others  said  to  be  in  the 
I  that  factor  in  wind  and  any  other  conditions  will 
a!  allowed. 

fc  USGA  says  it  is  permitting  the  change  in  an  effort 
like  already-available  information  more  accessible, 
msiders,  though,  say  the  push  to  convince  the  USGA 
IpcA  has  been  a  five-year  lobbying  effort  spurred  by 
ine's  biggest  current  challenge:  pace  of  play. 
1  every  level,  the  game  that  critics  have  always  de- 
lis slow  has  become  glacial.  Amateurs  in  search  of 
rller  heads  wander  courses  like  vagrants  in  search  of 
lies.  The  slowdown  is  hurting  local  courses,  since 
arestment  of  time  that  a  round  of  golf  now  demands 


Goin_ 
Distance 

Will  the  new  generation 
of  range  finders  speed 

up  the  game? 
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simply  doesn't  square  with  most  people's 
schedules.  The  sport  is  losing  players. 
Even  popular  courses  that  don't  have 
trouble  filling  tee  times  get  hurt,  since 
longer  rounds  mean  they  can  accommo- 
date fewer  players  per  day. 

At  the  professional  level,  slow  play  may 
be  the  single  most  pressing,  and  costly, 
issue.  Take  the  2005  Masters,  when  Tiger 
Woods  provided  a  memorable  moment 
on  the  16th  by  holing  his  shot  from  off 
the  green.  The  ball  paused  on  the  lip  of 
the  cup  long  enough  for  a  good  camera 
shot  of  its  swoosh  logo,  which  must  have 


Bushnell's  PinSeeker  1500  ($449, 
www.bushnell.com)  and  the  Laser  Link  Quick 
Shot  ($280,  www.laserlinkgolf.com) 


provoked  seismic  huzzahs  across  the  Nike 
campus.  Certain  TV  network  executives, 
on  the  other  hand,  had  to  catch  their 
breath  moments  later  after  Woods  hit  his 
tee  shot  320  yards  dead  right.  Arriving  at 
the  ball,  he  and  caddie  Steve  Williams 
couldn't  agree  on  the  distance,  so  Williams 
walked  it  off— 126  yards  there  and  126 
back,  a  two-minute-five-second  episode  of 
dead  time,  according  to  Rob  O'Loughlin, 
president  of  range-finder  manufacturer 
Laser  Link  Golf,  who  timed  it.  An  excep- 
tional incident,  and  yet  tournaments  that 
bleed  past  their  scheduled  time  slot  have 
become  routine. 

"The  TV  guys  definitely  want  to  move 
things  along  more  quickly,"  says  former 
PGA  Tour  player  turned  ESPN  golf  ana- 
lyst Andy  North.  "It's  a  no-win  situation 
for  everyone  right  now,  and  it  seems  to  be 
getting  worse.  If  you  stick  with  the  golf 
[past  six  o'clock] ,  you  irritate  viewers  tun- 
ing in  for  their  regularly  scheduled  show. 
If  you  break  away  from  the  golf,  the  golf 


fans  light  up  your  lines.  Everyone's  un- 
happy, and  every  minute  a  tournament  goes 
past  six  o'clock  is  costing  money." 

North  blames  a  slew  of  factors,  includ- 
ing players  whose  sports  psychologists 
have  trained  them  in  lengthy  preswing 
routines,  the  growth  of  spectator  galleries 
and  golf-course  housing  developments 
that  make  it  harder  to  route  players  and 
spectators. 

"If  you  have  a  device  that  speeds  things 
up,  I  think  you'd  want  to  go  with  it," 
North  says. 

Enter  the  range  finders,  golf  s  version 
of  laser  surgery. 

"If  Woods  and  his  caddie  had  had  one, 
they  would  have  zapped  the  distance  in 
two  seconds,"  says  O'Loughlin.  "You 
wouldn't  have  had  eight  million  people 
watching  a  caddie  taking  a  walk.  How 
much  were  those  two  minutes  and  five 
seconds  worth  to  the  network?  Meantime, 
we  can  verify  that  our  product  can  save  at 
least  15  minutes  a  round." 

The  PGA  Tour  has  not  yet  blessed  the 
gizmos — golf  officialdom  moves  slowly, 
too.  (The  USGA  and  R&A  both  attend 
to  the  Rules  of  Golf,  but  each  faction 
operates  autonomously.)  However,  a  large 
number  of  professional  players  are  already 
using  them  in  practice  rounds.  They  and 
their  caddies  record  laser  measurements, 
then  transcribe  the  data  into  handwritten 
notebooks  for  use  in  tournaments.  Range 
finder  enthusiasts  include  some  of  golf's 
most  influential  elder  statesmen,  among 
them  Arnold  Palmer  and  Jack  Nicklaus, 
who  have  a  stake  in  Laser  Link  Golf,  and 
tour  players  such  as  Paul  Azinger,  Fred 
Funk  and  Chris  DiMarco. 

Palmer  predicts  it's  "only  a  matter  of 
time"  before  the  PGA  Tour  embraces  the 
technology.  "I'm  not  sure  it  fits  into  the  tra- 
dition of  the  game  all  that  much,"  says  the 
golfing  legend.  "When  I  started,  it  was  all 
by  feel.  Through  the  years,  we  started  step- 
ping it  off,  making  notes.  But  right  now  it's 
taking  too  long  to  play,  and  I  think  these 
things  may  help  speed  it  up.  I'll  support 
anything  that's  going  to  help  the  game  of 
golf,  and  if  these  do  it,  I'm  all  for  them."  In 
the  end,  it's  about  adapting  or  dying. 

Originally  developed  for  surveyors  and 
for  hunters  scoping  game,  the  handheld 
devices  come  in  two  flavors,  laser  or  GPS, 
and  a  number  of  companies  offer  various 


models.  According  to  the  Darrell  it 
Company,  an  independent  groufl 
tracks  golf  equipment  use,  the  nl 
leader  among  PGA  Tour  professio  I 
Bushnell.  Its  top  model  is  the  PinSI 
1500,  which  is  available  with  or  wij 
slope  (the  latter  is  still  barred  tor  tl 
ament  play).  Other  top  designs  inl 
Nikon's  Laser  500,  a  nicely  compac  I 
Leica's  PinMaster  40530;  and  n| 
Optik's  LRM  1200. 

The  Laser  Link  QuickShot  require! 
flagsticks  be  equipped  with  specil 
flectors;  you  aim  at  the  stick  to  I 
reading.  About  800  courses  curil 
have  these  reflectors.  The  advantfl 
Bushnell,  Nikon  et  al.  is  that  you  cA 
them  in  your  bag  and  use  them  anyvl 
Laser  Link's  advantage,  though,  i  I 
its  reading  only  hits  the  flagstick, 
always  accurate;  the  other  instrur 
can  target  and  give  readings  to  oth« 
jects.  When  the  information  contr; 
what  you  see  with  your  own  eyes,  yc 
wind  up  standing  there  taking  mu 
measurements. 

The  GPS  instruments — using 
nology  common  to  golf  carts — are  s 
what  less  precise,  and  prone  to  interfe 
from  atmospheric  conditions,  inch 
clouds.  On  the  upside,  devices  such 
SkyGolf  GPS  SG2  can  store  informs 
including  course  maps  and  scores. 

O'Loughlin  figures  the  day  is  near 
a  range  finder  is  a  standard  piece  of  e 
ment.  "Everyone  will  have  one,"  he) 
"They're  the  TV  remote  control  of  go 
garage-door  opener.  There  are  eighi 
lion  players  who  play  30  rounds  or  mi 
year].  They  are  all  candidates  to  bd 
$280  laser." 

One  of  those  candidates  turned 
to  be  something  of  a  surprise:  my  a 
whom  I  soon  caught  seeking  out  a  9 
kler  head. 

"Hey,  you  said  you  weren't  suppos 
do  that." 

"From  this  far  out  it  doesn't  maj 
he  said.  "It's  different  when  you  ca 
the  stick.  You  shouldn't  need  a  mea 
ment  from  50  yards." 

'You're  a  cafeteria  purist." 

"Just  get  me  a  measurement,"  hei 
waving  his  hand,  his  signal  meaning . 
be  a  wise  guy.  "There's  a  group  behir 
We  can't  stand  here  all  day."  • 
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Peaceful,  restful  sleep. 


Discover  Lunesta,™  a  sleep  aid  that  can  change  your  nights 


h  when  your  restless  mind  keeps  you  awake, 
festa  can  give  your  body  and  mind  the  soothing 
| )  you  need.  Lunesta  not  only  helps  most  people 
i  isleep  fast  it  helps  you  sleep  all  through  the 
1 1.  Peacefully,  uninterrupted.  Lunesta  works 
h  kly,  so  you  should  only  take  it  right  before  bed. 
i  prescription  Lunesta  is  non-narcotic,  and 
|  oved  for  long-term  use.  Of  course,  do  not  use 
f )  medicines  for  extended  periods  without  first 
t  ng  to  your  doctor. 

k  r's  the  time  to  catch  the  sleep  you  need. 

f  u've  been  hesitant  to  take  a  prescription 

i  >  aid,  be  sure  to  ask  your  doctor  about  Lunesta. 


How  are  your  sleeping  habits?  There  are  many 
changes  you  can  make  in  your  lifestyle  to  improve 
your  sleep.  To  find  out  more  go  to  www.lunesta.com 

Important  Safety  Information:  Be  sure  you  have  at 
least  eight  hours  to  devote  to  sleep  before  becoming 
active.  Until  you  know  how  you'll  react  to  Lunesta, 
you  should  not  drive  or  operate  machinery.  Do 
not  use  alcohol  while  taking  Lunesta.  Most  sleep 
medicines  carry  some  risk  of  dependency.  Side  effects 
may  include  unpleasant  taste,  headache,  drowsiness 
and  dizziness. 

-  r 

See  important  patient  information  on  the  next  page. 


Leave  the  rest  to  Lunesta 


Sepracor  Inc. 


i-8oo-Lunesta  www.lunesta.com 


Lurtesta 


(eszopiclone)£ 

1, 2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  jn  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  peopie  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 
LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  ate  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane :  :  and  the  person  wakes  up  before 
the  effect  of  the  medn.  n  s  gone.  This  has  been  called 
"traveler's  amnesia.'  iKoblems  nave  oeen 

reported  rarely  by  pat*  VJESTA  in  clinical 

studies.  In  most  cases,  me;  ems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unui 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  po 
effects  in  the  unborn  baby  when  used  during  the  lastj 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pre; 
if  you  are  planning  to  become  pregnant,  or  if  vou  a 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  rj 
in  breast  milk  after  use  of  the  medication.  The  effects  i 
small  amounts  of  LUNESTA  on  an  infant  are  not  i 
therefore,  as  with  all  other  prescription  sleep  medicin( 
recommended  that  you  not  take  LUNESTA  if  you  are  I 
feeding  a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  an' 
sleep  medicine,  you  should  observe  the  following  cai 

1  LUNESTA  is  a  prescription  medicine  and  sha 
used  ONLY  as  directed  by  your  doctor.  Folio* 
doctor's  instructions  about  how  to  take,  when  t 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medic 
longer  than  directed  by  your  doctor. 

3.  If  you  notice  any  unusual  and/or  disturbing  th 
or  behavior  during  treatment  with  LUNESTA 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  n 
taking,  including  medicines  you  may  buy  wit 
prescription  and  herbal  preparations.  You  shoi| 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use 
while  taking  LUNESTA  or  any  other  sleep  medio 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  g 
more  hours  of  sleep  before  you  must  be  active 

6.  Do  not  increase  the  prescribed  dose  of  LUNE 
any  other  sleep  medicine  unless  instructed  bl 
doctor. 

7.  When  you  first  start  taking  LUNESTA  or  an)) 
sleep  medicine,  until  you  know  whether  the  ml 
will  still  have  some  effect  on  you  the  next  di 
extreme  care  while  doing  anything  that  r( 
complete  alertness,  such  as  driving  a  car,  op| 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  pn 
the  first  night  or  two  after  stopping  any  sleep  me 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregn 
you  are  planning  to  become  pregnant,  if  you  tj 
pregnant,  or  if  you  are  breastfeeding  a  babj 
taking  LUNESTA. 

As  with  all  prescription  medicines,  never 
LUNESTA  or  any  other  sleep  medicine  with 
else.  Always  store  LUNESTA  or  any  other  sleep  m 
in  the  original  container  and  out  of  reach  of  cfl 
Be  sure  to  tell  your  doctor  if  you  suffer  from  depn 
LUNESTA  works  very  quickly.  You  should  on 
LUNESTA  immediately  before  going  to  bed. 
For  LUNESTA  to  work  best,  you  should  not  take 
or  immediately  after  a  high-fat,  heavy  meal. 
Some  people,  such  as  older  adults  (i.e.,  ages 
over)  and  people  with  liver  disease,  should  sta 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doct! 
choose  to  start  therapy  at  2  mg.  In  general., 
under  age  65  should  be  treated  with  2  or  3  mg 
Each  tablet  is  a  single  dose:  do  not  crush  oi 
the  tablet. 
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Note:  This  summary  provides  important  information 
LUNESTA.  If  you  would  like  more  information,  as 
doctor  or  pharmacist  to  let  you  read  the  Pres  mjf,,' 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 
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e  only  thing  to  fear  is  NEVER  PLAYING  IT  AT  ALL. 


ne  Experience  Golf  Adventures  in  Paradise.  With  more  than  80  spectacular  courses  on  six  uniquely 
1  • 

itiful  islands,  Hawai'i  has  more  than  its  share  of  signature  golf  holes  that  beg  to  be  challenged.  All  of  which 
s  explain  why  PGA  professionals  recently  named  the  Islands  of  Aloha  their  favorite  vacation  destination.  And 
GOLF  MAGAZINE'S  Top  25  U.S.  Golf  Resorts  includes  eight  Hawai'i  layouts  (no  other  state  has  more  than  two). 


Hrst  step  to  experiencing  Golf  Adventures  in  Paradise  is  to  visit  gohawaii.com/golf  to  build  your 
•  golf  vaca  tion.  Or  call,  toll  free,  1  800  Go-Hawaii  for  a  complimentary  vacation  planner. 


THE     ISLANDS     OF  ALOHA 


Experience  all-oceanfront  accommodations,  championship  golf,  breathtaking  beaches  and  exquisite  dining. 


Paradise  awaits  at  Prince  Resorts  Hawaii. 
Call  toll  free  I -866-PRINCE-6. 


TAKE  ALL  THE  GREAT  MOMENTS  IN  SPORTS 


AND  ALL  THE  GREAT  STORIES  THEY'VE  SPAWNED. 


THE  BEST  ONES  ALL  START  THE  SAME  WAY. 


"I  WAS  THERE  WHEN..." 


WHERE  WILL  YOU  BE  WHEN 


THE  NEXT  GREAT  MOMENT  COMES? 


Me  Passion.  The  Place.  THE  PLAYERS. 

CHE  PLAYERS 

CHAMPIONSHIP 

at  SAWGRASS 

IARCH  23-26 
10.741.3161 

iyerschampionship.com 


wr 1 1 


WED  3/23  WE  Preview  Show  3:30-4:30  PM  ESPN 

TH  3/23  11:30  AM-6:00  PM  ESPN 

FR  3/24  11:30  AM-6:00  PM  ESPN 

SA  3/25  2:00-6:00  PM  NBC 

SU  3/26  1:30-6:30  PM  NBC 

ALL  TIMES  EASTERN 


>  U  D  PARTNERS  OF  THE  PLAYERS  CHAMPIONSHIP 


UBS     Pricewateri  iouseQopers  Q 


(5"STATEOOLLECTIONWCI. 


^Xples  •  (^onita  Springs  •  Mrkland  •  ^alm  c^each 

an  Exclusive  Collection  of  Masterpieces  by  WCI  Communities,  Inc.* 


call  800.924.0528  Monday  thru  Friday  from  8:30  a.m.  to  6  p.m.  est. 


VOID  WHERE  PROHIBITED. 
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Real  Escapes  by  Lorraine  Cademartori 


The  road  home:  a  view  of  the  West  Elk  Mountains  south  of  Paonia,  Colorado 


t  the  southern  edge  of  the  world's  largest  flattop 
mountain,  the  Grand  Mesa,  lies  an  area  about  the 
*  size  of  Rhode  Island  known  more  for  its  high- 
climate  and  organic  farms  than  ski  resorts.  Delta 
ty,  two  hours  north  of  Telluride  but  lacking  any 
"rill  skiing  of  note,  has  long  been  the  poor  stepchild 
>en,  Beaver  Creek  and  Vail.  But  as  a  growing  num- 
locals  and  second-home  owners  from  those  areas 
—because  of  overcrowding,  an  exorbitant  cost  of 
or  just  general  unease  with  explosive  growth — 
2  looking  southwest  and  bringing  to  this  agricul- 
nd  mining  area  the  cultural  and  social  atmosphere, 
lat  uniquely  Western  lack  of  pretension,  that  made 
;ormer  hometowns  so  attractive  in  the  first  place. 
[  Marin  County  30  years  ago,  substitute  mountain 
|for  rolling  fog  and  sea  spray,  throw  in  a  nascent 
ind-wine  scene,  and  you've  got  Delta  County. 
[  e  have  some  people  here  who  moved  into  ski  areas 
'70s  for  a  lifestyle  that  isn't  there  anymore,"  notes 
state  agent  Bob  Pennetta,  who's  lived  in  the  area 
1976.  "The  joke  is  that  the  billionaires  chased  out 


Golden 


Trian 


The  best-kept  secret  in 
Colorado's  second-home 

market?  Delta  County. 
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COLDWELL  BANKER 


PREVIEWS 


INTERNATIONAL 


SCOTTSDALE,  ARIZONA 
Gated  community  of  Canyon  Heights  offers  this  meticulously 
detailed  adobe  home  atop  the  highest  point  on  the  mountain. 

PRICE:  $7,000,000 


ANTHONY  NICHOLAS 
COLDWELL  BANKER 
RESIDENTIAL  BROKERAGE 
Phone:  602.757.2271 


SEEN    IN   UNIQUE  HO 


M  E 


REVIEW  THOUSANDS   OF   EXCEPTIONAL  HOMES 
AT  COLDWELLBANKERPREVIEWS.COM 


LAKE  FOREST,  ILLINOIS 
Just  steps  from  Lake  Michigan,  this  private  estate,  built  in  1861  for 
the  first  mayor  of  Lake  Forest,  is  set  on  nearly  2.5  park-like  acres. 
PRICE:  $5,990,000 

MARC1A  ROWLEY 
COLDWELL  BANKER 
RESIDENTIAL  BROKERAGE 
Phone:  847.735.7668 

D  ED  I  C  A  T  E  1)   T  ()    L  U  X  U  R  Y 


COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 


42006  Coldwcll  Banker  Real  Estate  Corporation.  Coldwel!  Banker*  is  a  registered  trademark  licensed  to  Coldwcll  Banker  Real  Estate  Corporation.  An  Equal  Opportunity  Company.  Equal  I  lousing 
Opportunity,       Each  Coldwell  Banker'-  Office  Is  Independently  Owned  And  Operated,  Except  Offices  Owned  And  Operated  by  NR 1 .  Inc. 


the  millionaires,"  he  says.  By  comparison, 
"This  community  is  pretty  much  classless 
and  nobody  cares  whether  you  drive  a 
pickup  or  a  Mercedes  SUV,  but  if  you 
come  in  here  as  a  smug  rich  person,  you'll 
be  treated  like  a  jerk.  Nobody  cares  here 
what  you  wear." 

Land  in  Delta  County  is  still  relatively 
cheap  by  Colorado  standards.  Its  most 
trendy  area — a  triangle  formed  by  the 
towns  of  Crawford,  Hotchkiss  and 
Paonia — is  called  the  North  Fork  Valley, 
so  named  because  of  its  proximity  to  the 
Gunnison  River,  one  of  the  finest  fly-fish- 
ing rivers  in  the  West.  The  number  of 
farms  and  ranches  with  large  acreage  is 
significant;  if  owning  a  ranch  has  been  a 
dream,  this  might  be  the  place  for  you. 
Recent  listings  have  included  a  135-acre 
irrigated,  hay-producing  farm  in  Co|orado 
Crawford  with  views  of  the  West  I 


Delta  County's 
NORTH  FORK  VALLEY 


MONTROSE 


Elk  Mountains  for  $1.35  million,  and  a 
32-acre  artist-owned  ranch  in  Hotchkiss 
for  $894,000.  Among  potential  commer- 
cial properties,  a  year-round  guest  ranch 
and  cattle  operation  on  506  acres  (with 
about  12,000  additional  acres  in  permits 
for  hunting,  recreation  and  grazing)  is  up 
for  $4.25  million  in  Paonia. 

Who's  buying  these  properties?  Some 
are  retirees,  who  tend  to  settle  in  the 
Cedaredge  area.  'We  have  couples  who've 
gotten  their  kids  through  college  who 
are  selling  their  Eastern  Slope  [Denver- 
area]  properties  and  buying  places  where 
they  can  grow  a  little  something,"  says 
Pennetta.  There  are  the  requisite  studio 
types  from  Hollywood  jetting  to  nearby 
airports  in  Moni  >s<  or Grand  Junction, 
and  still  othei  ust  know  a  good 

bargain  when  ■  ;  t  "At  this  point, 

we  have  an  emei  in  the  North 


Fork  Valley.  We  have  a  number  of  specu- 
lative buyers  who  are  purchasing  lots  and 
acreage,  and  they're  just  sitting  and  wait- 
ing for  it  to  happen,"  says  Kelli  Hepler, 
Delta  County  tourism  coordinator. 

Affluent  East  Coasters  partial  to  the 
West's  wide-open  spaces  have  sussed  out 
the  county's  potential  as  well.  "Colorado 
was  always  very  attractive,  and  then  I  saw 
the  prices  in  Aspen  and  Telluride  and 
I  just  said  no.  For  part-time,  it  didn't 
make  any  sense,"  says  Dan  Malloy,  a 
New  York-based  reinsurance  broker  who 
recently  purchased  a  200-acre  property 
adjacent  to  the  Gunnison.  (He  will  not 
disclose  the  selling  price,  but  notes  that 
"I've  heard  that  $7,000  an  acre  here  is 
a  good  price  for  land  where  you  could 
potentially  have  fruit  trees  from  one  end 
HH  to  the  other.") 

Malloy  and  his  wife  decided 
denver      to  l3Uy  [n  the  area  after  a  trip  last 

summer.  "We  stayed  at  Leroux 
Creek  Inn  and  were  having 
breakfast  in  their  vineyards  and  pointing 
to  a  herd  of  buffalo  in  the  distance,  and 
the  weather  was  spectacular."  In  the  space 
of  a  weekend,  the  couple  was  hooked.  "It's 
totally  different  from  Aspen  and  Telluride 
in  that  you're  not  in  the  mountains; 
they're  not  in  your  face.  You  have  these 
great  vistas  and  you  don't  have  a  head- 
ache," Malloy  chuckles.  He  plans  to  rehab 
some  of  the  existing  buildings  on  his 
property  and  use  about  half  for  pasture- 
land;  what  exactly  he'll  grow  or  graze 
remains  up  in  the  air  for  now,  although 
like  many  newcomers  to  the  area,  he's 
intrigued  by  its  agricultural  possibilities. 
"For  me  it's  a  fun  project  because  there 
are  all  these  resources  and  talent  available 
locally  to  help  improve  these  200  acres," 
he  says. 

Buying  and  renovating  an  existing 
property  is,  in  fact,  a  great  way  to  get  to 
know  the  neighbors — after  all,  there  are 
only  about  30,000  of  them  in  the  entire 
county.  Linda  Hodgson,  owner  of  the 
luxury  Smith  Fork  Ranch  in  Crawford, 
purchased  the  property  in  2000  with  her 
family  and  converted  it  to  a  guest  ranch. 
"The  people  in  the  area  were  so  worried 
about  what  would  happen  to  [the  prop- 
erty]...and  they  were  pleased  to  work 
on  [the  renovation],"  recalls  Hodgson. 
"There  are  a  lot  of  craftsmen  who  live  in 


the  area,  and  there's  no  place  for  tj 
to  live  in  Aspen  or  Telluride;  we'vd 
everything  from  watercolorists  to  pa 
to  sculptors  and  glassblowers." 

And  then  there's  the  food,  highlig 
by  local  game  (pheasant,  elk,  duck,  bii 
"We  don't  deal  with  big  food  purva) 
because  we  don't  need  to — but  they  p: 
ably  wouldn't  drive  to  where  we  are, 
way,"  Hodgson  says.  But  the  area's  j 
is  its  produce.  "The  Valley  is  realh 
garden  center  of  Colorado,  and  ther 
all  these  organic  farmers  and  grc 
and  produce  is  incredible — cherries, 
taloupes,  peaches,"  she  notes.  Because 
high  and  low  temperatures  are  so  va 
the  sugar  content  in  the  fruit  is  high, 
the  amount  of  water  in  the  area  at 
for  easy  irrigation.  Vineyards  are  eu 
where,  and  the  county  recently  celebi 
the  opening  of  its  first  brandy  distill 
In  summers,  the  Leroux  Creek  In 
Hotchkiss,  a  54-acre  property  wit| 
own  winery,  hosts  a  seven-course  outi 
dinner  called  Dine  in  the  Vine.  "Out' 
farm  parties  under  moonlight  wii 
string  quartet  playing  and  food  and  w 
are  commonplace,  says  Kelli  Hepler, 
the  snobbery  is  missing." 

Since  there  isn't  much  nightlifl 
speak  of,  these  kinds  of  gatherings  ceil 
the  bonds  between  locals,  newcomers 
would-be  residents.  "They  all  want  tj 
involved  in  a  community  where  the) 
make  a  difference,"  says  Joanna  Gilbe 
former  New  York  and  Vail  resident  n 
with  her  chef  husband,  Yvon  Gros, 
chased  Leroux  Creek  in  2000.  As  the 
teeters  precariously  on  the  edge  of  b 
discovered,  Gilbert  takes  heart  from  \ 
a  local  resident  told  her  when  she 
moved  in:  "The  people  don't  choose 
Valley;  the  Valley  chooses  the  people 


FOR  MORE  INFORMATION 

•  www.deltaareadevelopment.org 
-  www.smithforkranch.com 

•  www.lerouxcreekinn.com 

The  High  Country  News  (biweekly  paper  | 
focusing  on  the  region's  environmental 
issues,  distributed  nationwide),  www.hcj 
■  At  Mesa's  Edge:  Cooking  and  Ranching 
Colorado's  North  Fork  Valley, 
by  Eugenia  Bone;  Houghton  Mifflin,  20CI 
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,an  environment  that  more 
closely  resembles  a 
corporate  jet  than 
a  business-class  cabin." 

-The  Economist 

Eos  introduces 

The  Commercial  Corporate  Jet.™ 

With  only  48  guests  on  a  plane  built  for  220,  everything  changes. 
Expect  a  78-inch  fully-flat  bed  on  Eos.  Expect  space  to  work  or 
dine  face  to  face.  Expect  to  be  able  to  call  us  if  you're  late  and  we'll 
meet  you  curbside  to  take  you  through  security.  Expect  to  save  time 
boarding  and  deplaning.  Expect  unprecedented  service.  Expect  this 
remarkable  experience  at  a  compelling  price.  And  expect  that  with 
only  48  onboard,  things  are  going  to  be  very  different  indeed. 

Book  now  and  earn  80,000  points  good  for  travel  purchases 
on  any  airline.  No  blackout  dates.  Guaranteed. 
Please  visit  eosairlines.com  for  details. 


NEW  YORK 
LONDON 


PORATE  SALES:  (914)  417  2191 


(888)  357  367  7 
EOSAIRLINES.COM 


OR  CALL  YOUR  TRAVEL  PROFESSIONAL 


Stewardship  Comes  With  Ownership. 


The  bald  eagles,  trumpeter  swans,  elk,  red  fox,  cut- 
throat trout  and  great  horned  owls  welcome 
your  interest  in  the  unique  35-acre  Ranches 
available  in  the  heart  of  the  Greater  Yellowstone 
Ecosystem,  only  four  miles  from  downtown 
Jackson.  The  year-round  community  also  offers 
a  private  1 8-hole  Rees  Jones  golf  course,  club- 
house and  fitness  center,  three  world-class  spring 
creeks,  snowshoe  adventures,  fly-fishing  seminars, 
nearby  skiing  and  a  Director  of  Outdoor  Pursuits. 
The  experiences  are  boundless,  but  ownership 
opportunities  are  limited.  Other  residential 
offerings  include  Cabin  Homesites  averaging 
over  one-half  acre  and  2-5  acre  Estate  Sites. 


3  CREEK  RANCH 

Jackson  Hole 

JacksonHolePrivateGolf.cc 
888-920-9292 

BROKER:  TODD  A.  DOMENIC 

2655  3  Creek  Drive 
Jackson  Hole,  WY  83001 
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Photo:  Spring  Creek  at  3  Creek  Ranch, looking  North  toward  the  Grandll 


Collecting  by  Tom  Huntington 


(The  Birdman 

Of  Vermont 

Floyd  Scholz  carves  raptors  so  lifelike, 

you  suspect  that  they're  ready  to  take  flight. 


loyd  Scholz  has  paid  a  price  for  reaching  the  top  of 
his  field.  For  the  past  nine  years,  he  has  crafted  in- 
credibly realistic  bird  carvings  from  a  19th-century 
Ihouse  in  tiny  Hancock,  Vermont.  The  building 
;ht  on  Route  125,  which  winds  through  the  heart 
:en  Mountain  National  Forest.  Passing  travelers 
iot  Scholz  at  work  through  the  windows.  Some- 
they  drop  in  to  see  what  he's  doing, 
s  a  beautiful  place,  but  it's  just  too  available,  it's  too 
:d,"  says  Scholz,  an  affable  48 -year-old  who  still 
e  athletic  build  of  a  former  Olympic  track-and- 
lopeful.  Even  though  he  put  up  a  sign  to  ward 
itors — POSTED,  no  poachin',  no  trespassin',  no 
n' — people  stop  anyway.  "They  mean  well  and 
on't  do  it  to  upset  me,  but  it's  making  me  crazy." 
bolz  is  thinking  of  selling  the  studio  and  moving 
jihing  to  his  house. 

Scholz's  stature  in  the  carving  world  means  there's 
r  price  to  pay — but  this  one  isn't  so  onerous,  be- 
lt comes  out  of  his  customers'  wallets.  The  project 
st  started  will  net  him  $300,000.  Right  now  it's  a 
shape  emerging  from  a  block  of  tupelo  wood.  In 
ten  months  it  will  be  a  golden  eagle  in  flight, 
pture  so  detailed  people  will  brush  their  fingers 
the  surface  to  see  if  the  feathers  are  real.  Scholz's 
has  an  almost  unnerving  lifelike  quality,  and  that's 
is  customers,  including  celebrity  clients  Elizabeth 
.1  r  and  John  Sebastian,  pay  serious  money  for  it — 
52,500  for  a  small  songbird  to  a  quarter  million  or 
or  a  large  bird  of  prey. 

e  quality  of  his  work  has  earned  Scholz  a  sterling 
tion  in  the  growing  world  of  carving.  "Floyd's 
of  art  are  the  standard  by  which  others  are  judged," 
/es  Demarest,  special  projects  editor  for  Creative 


a 


Or.  ! 


Woodworks  &  Crafts. 

Scholz  has  mastered  a  relatively  recent 
art  form.  The  first  show  dedicated  to 
American  decorative  bird  carving  was 
held  in  Chestertown,  Maryland,  in  1965. 
The  decorative  art  had  evolved  out  of 
the  practical  craft  of  making  decoys,  the 
path  taken  by  early-20th-century  master 
carvers  such  as  Elmer  Crowell  of  Massa- 
chusetts. In  2000  a  1917  Crowell  carving 
of  a  Canada  goose  sold  for  $684,500  at  an 
auction;  three  years  later,  Christie's  auc- 
tioned a  pintail  decoy  Crowell  carved  in 
1915  for  $801,500. 

The  early  carvers  specialized  in  water- 
fowl, but  Scholz  focuses  on  raptors,  the 
birds  that  might  prefer  duck  for  dinner. 
His  carvings  of  hawks,  eagles  and  falcons 
sometimes  portray  the  birds  just  after 
they've  made  a  kill,  perhaps  of  an  unfortu- 
nate puffin  or  snake.  The  license  plate  on 
Scholz's  pickup  truck  reads  raptr,  and 
he's  used  his  hours  of  observation  of  the 
birds  to  write  books  about  them,  beau- 
tifully photographed  guides  for  carvers 
titled  Birds  of  Prey  and  Owls. 

Born  and  raised  in  Connecticut,  Scholz 
demonstrated  artistic  abilities  from  an 
early  age.  He  was  inspired  to  start  carving 
by  his  uncle,  a  Hungarian  immigrant  who 
made  duck  decoys.  When  his  uncle  died 
suddenly  from  cancer  in  the  1970s,  Scholz 
inherited  some  of  his  tools  and  a  few  works 
in  progress.  "I  finished  a  couple  of  them 
and  realized  that  I  kinda  had  a  knack  for 
this,"  he  says. 

When  Scholz  was  in  high  school,  he 
sold  some  of  his  own  carvings  of  songbirds 
for  several  hundred  dollars.  '"That  got 
me  really  excited,"  he  recalls,  and  at  his 
father's  suggestion,  he  bought  tools  and 
paintbrushes  and  set  up  a  workbench  in 
his  parents'  basement.  One  of  his  first 
major  projects  was  a  red-tailed  hawk,  still 
his  favorite  bird.  He  worked  on  it  off  and 
on  for  several  years  and  later  sold  it  for  a 
thousand  dollars. 

Scholz  was  also  an  athlete  and  had 
hoped  to  participate  in  the  decathlon  at 
the  1980  Moscow  Olympics,  but  the  U.S. 
boycotted  the  Games  to  protest  the  Soviet 
Union's  invasion  of  Afghanistan.  Scholz's 
fiancee  then  added  insult  to  injury  by 
breaking  up  with  him.  Heartbroken,  he 
borrowed  a  hundred  bucks  from  his  best 
friend,  gathered  up  his  guitar,  his  banjo 


and  some  carving  tools,  and  moved  to 
Vermont.  "I  knew  that  I  wanted  to  get 
the  hell  out  of  Connecticut  and  just  go 
start  my  life  again,"  he  says.  "It  was  a  real 
turning  point."  He's  been  in  Vermont  ever 
since,  living  with  his  wife  on  several 
hundred  acres  in  the  middle  of  Green 
Mountain  National  Forest,  carving  his 
birds,  designing  guitars  and  playing  a  vari- 
ety of  instruments  in  pickup  bands. 

Most  of  his  customers  learn  about  him 
through  word  of  mouth,  by  seeing  his 
books  or  by  visiting  his  website.  "I've 
never  needed  to  advertise,"  Scholz  says, 
nor  has  he  offered  his  work  through 
galleries.  A  commission  for  smaller  birds 
might  require  a  lead  time  of  a  couple  of 
months,  with  at  least  six  months  for  a 
large  raptor.  He's  shipped  his  work  all 
over  the  world,  but  when  the  customer  is 
within  driving  distance,  Scholz  often  de- 
livers the  finished  product  himself.  Once 
they  get  them,  customers  tend  to  keep 
them,  and  Scholz's  work  has  not  yet 
become  a  staple  of  auctions.  When  they 
do  change  hands,  Scholz  says,  it  tends 
to  happen  privately,  and  quickly. 

The  birds  begin  their  lives  as  blocks  of 
wood,  usually  the  aforementioned  tupelo, 
which  Scholz  buys  from  a  supplier  in  the 
Louisiana  bayou  (who  fortunately  escaped 
the  wrath  of  Katrina).  "It  is  the  perfect 
carving  wood  because  it's  dimensionally 
very  stable,"  he  says.  "It  carves  just  beauti- 
fully. It  holds  tremendous  detail.  When 
you  sand  it,  you  can  get  it  almost  like  ivory." 

The  carving  process  actually  requires 
very  little  knife  work.  Scholz  roughs  out 
the  basic  shape  with  a  band  saw  and 
then  uses  various  carving  tools — sanding 
drums,  stump  and  diamond  cutters,  and 
slotted  mandrels  among  them — to  free 
the  raptor  within.  "I'm  the  first  to  admit 
that  it's  not  nearly  as  'folksy'  or  'romantic' 
as  sitting  and  creating  a  pile  of  wood  shav- 
ings," he  says,  "but  the  degree  of  accuracy 
and  detail  rendered  with  the  high-speed 
cutters  is  unparalleled." 

After  sanding  a  bird  down,  he  uses  a 
burnishing  tool  to  create  subtle  ripples  and 
dips  in  the  body.  "This  is,  I  think,  what 
gives  my  birds  an  added  dimension  of  re- 
alism and  depth,"  he  says.  "It  makes  the 
feathers  look  more  full."  With  a  wood- 
burning  tool,  Scholz  etches  each  feather, 
typically  making  between  80  to  100  lines 


per  inch.  This  part  of  the  job,  whic] 
take  a  month  for  a  big  raptor,  is  on^ 
carvers  either  love  or  hate,  he  says.  "I 
pen  to  love  it.  I  find  it  almost  Zen-li 

For  his  larger  birds,  Scholz  usj 
carves  the  wings  separately  and  attj 
them  to  the  body,  mainly  becaust 
nearly  impossible  to  find  wood  bi 
large  enough  for  an  entire  bird. 

Carving  takes  80  percent  of  the; 
ject's  time,  but  Scholz  says  painting 
sponsible  for  70  percent  of  the  final  e 
"No  matter  how  beautifully  you've  c 
the  thing,  if  you  put  a  thick,  gloppy 
job  on  it  and  it's  reflective  and  shin* 
lacks  the  softness,  the  subtlety,  it'll 
horrible."  Frustrated  by  the  qualii 
paintbrushes  available,  Scholz  desi 
his  own  line,  made  of  Russian  red 
with  a  squirrel-hair  center,  and  has 
made  in  France. 

Once  Scholz  finishes  a  carving, 
eager  to  move  on  to  the  next  one.  "C< 
pieces  I  do  become  attached  to,"  hei 
"but  to  be  perfectly  honest  about  it,| 
you've  spent  a  couple  thousand  hour 
mersed  on  a  project,  you're  really  am 
to  start  something  new."  He  likes  to 
several  birds  in  various  stages  of  pre 
tion.  Currently  he's  working  on 
golden  eagle  and  a  cardinal.  On  his[ 
he  has  the  roughed-out  body  o 
American  kestrel.  A  red-tailed  h 
much  closer  to  completion,  perches 
bench  in  a  corner  of  the  studio. 

Scholz  started  the  Vermont  R) 
Academy  in  1996  with  two  students 
now  offers  monthly  seminars  bet 
May  and  October  to  budding  carversi 
Comeau,  a  carver  in  Montreal,  has 
11  seminars  with  Scholz.  "That  was  s 
changer  for  me,"  he  says.  "He'll  sho\ 
as  much  as  you  can  absorb,  so  the 
you're  absorbing,  the  more  he  showe 
He  just  inspired  me." 

Maybe  Scholz  is  helping  to  c 
competitors  in  the  world  of  comrm 
•bird  carving,  but  he  doesn't  seem  to  v 
"There  are  some  great  carvers  out  tl 
he  says.  Scholz,  however,  is  clearly  o 
of  the  heap.  "I've  worked  so  hard  at 
but  I  still  sit  here  and  go,  Wow!  T 
happening  to  me?'"  he  says.  Some  p 
it  seems,  are  worth  paying.  • 

(802)  767-3552,  www.floydscholz.coy 
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•  He  PRINCIPALITY  OF  

MONACO 


ACHIEVEMENT 
HAS  ITS  PRIVILEGE 


Exceptional  performance  merits 
a  reward  of  equal  stature.  Make  your 
next  business  decision  amidst  the  rich 

cultural  diversions,  exquisite  spa 
facilities  and  breathtaking  scenery  of 
the  Principality  of  Monaco. 

♦  ♦  ♦ 

—  VISITMONACO.COM- 

For  more  information,  call  800-753-9696  or  go  to  www.visitmonaco.com 


SURGEON  GENERAL  WARNING:  Cigar 
Smoking  Can  Cause  Cancers  Of  The  Mouth 
And  Throat,  Even  If  You  Do  Not  Inhale. 


Of  all  the  vehicles  on  the  road,  nothing 
becomes  a  part  of  you  like  a  rugged,  ageless 
pickup.  And  of  all  the  cigars  in  America, 
nothing  enhances  your  moments  of  reflection 
like  the  smooth,  timeless  taste  of  a  Macanudo. 
That's  what  inspires  the  passion  that  makes 
Macanudo  America's  best-selling  premium  cigar. 


MACANUD 

An  American  Passi 


THE  BEST-SELLING  PREMIUM  CIGAR  IN  AM 


Imported  from  the  Dominican  Republic  in  four  distinctive  ta& 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANI 


istre 


afrom 


Wheels  by  Bill  Baker 


>haken  and  Stirred 


ill  rand  touring  sports  cars  were  pretty  much  in- 
iM  vented  in  England,  where  the  legendary  Aston 
■  Martin  name  evokes  images  of  James  Bond 
Tr  shooting  machine  guns  out  of  the  turn  signals  of 
I|B5.  The  Corvette,  on  the  other  hand,  has  been 
I  ca's  Sports  Car  since  1953  and  possesses  a  differ- 
ed of  cachet:  freedom  and  the  wide,  open  road, 
cently  drove  the  505  hp  Corvette  Z06  from  Chicago 
ifornia,  loosely  following  historic  Route  66,  look- 
■  a  stretch  of  asphalt  where  I  could  flirt  with  the 
'eaches  of  the  car's  198-mph  top  speed.  My  chance 
n  the  Mojave  Desert,  where  I  found  a  few  miles 
ere  straight,  smooth  and  empty  to  the  horizon, 
eck  mirrors.  Tug  seatbelt.  I  dropped  the  six-speed 
x  from  sixth  to  fourth  and  nailed  it.  The  seven-liter 
:  let  out  a  wail  through  mufflers  that  have  special 


The  purr  of  perfection  or 
the  rumble  of  pure  power? 
The  Aston  Martin  V8  Vantage 
and  the  Corvette  Z06  are 
both  the  kings  of  their  class. 
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VOICES  IN 
THE  WIND 


> 


AT  FIRST  WE  WE 
sure  about  this  m 
recent  communication 
advance.  After  ail,  do 
you  really  want  to  talk 
your  broker  while 
cruising  the  freeway  o 
motorcycle?  Then  ag; 
the  technology  does 
get  any  more  hand: 
than  this:  the  Airs! 
Course  from  Daine 
The  helmet  uses 
Bluetooth  technol' 
and  has  an  earpie 
and  a  mouthpiece 
embedded  in  a  nc 
proof  shell,  both 
synced  to  the  ride 
mobile  phone.  Des 
a  bit  of  wind  noise, 
can  have  a  telephone 
conversation  in  nearly 
normal  tones — even  if 
is  with  your  broker.  Th 
design  is  aerodynamic 
sleek,  and  interchange 
cheek  pads  of  various 
sizes  allow  for  a  custoi 
to  any  rider's  head — ai 
ear.  Left:  racing  mode 
$650.  www.dainese.c 


baffles  to  reduce  back  pressure  and  in- 
crease the  joyous  growl.  The  coyotes  were 
swooning  for  miles. 

The  head-up  speedometer  display 
hovering  in  space  just  above  the  long  hood 
was  flashing  digits  faster  than  gas  pump 
totals:  125, 138, 147. ..  156.  The  front  end 
felt  a  little  light  and  a  rise  loomed  in  the 
road  ahead.  Not  a  good  combination. 

The  huge,  cross-drilled  front  and  rear 
disc  brakes  hauled  this,  the  most  power- 
ful Corvette  ever,  from  156  to  70  in  three 
heartbeats. 

The  Z06  can  be  driven  very  hard  on 
the  track  but  can  also  do  daily  commuting 
without  punishing  the  occupants.  The 
stats:  0  to  60  in  less  than  4  seconds;  100 
mph  comes  about  4.2  seconds  later.  On 
top  of  that,  I  averaged  nearly  24  mpg 
during  my  2,500-mile  run,  and  the  car 
isn't  even  subject  to  a  gas  guzzler  tax. 

Like  most  Corvettes,  the  Z06's  interior 


is  functionally  stylish,  but  the  seats  lack 
lower-back  support.  A  small  pillow  was 
the  answer  for  my  four-day  drive. 

It's  a  slick,  no-nonsense  design,  all 
right,  but  it  takes  a  Corvette  fan  to  spot 
the  differences  between  it  and  the  stan- 
dard Corvette.  On  the  other  hand,  every- 
body stops  to  watch  a  svelte  and  utterly 
gorgeous  Aston  Martin  V8  Vantage  go  by. 
(It  shares  many  of  the  design  cues  ot  the 
V12-powered  DB9,  arguably  the  most 
beautiful  car  in  the  world.) 

The  Vantage's  380  hp  V8  is  based  on 
a  Jaguar  block  and  powers  the  3,500-lb. 
two-seater  to  60  from  rest  in  4.9  seconds, 
about  a  second  slower  than  the  Z06,  and 
that  gap  widens  as  speeds  increase.  There 
simply  is  no  contest  in  that  regard. 

The  Vantage's  DOHC  32-valve  en- 
gine is  "front  mid-mounted,"  while  the 
six-speed  transmission  is  located  in  the 
rear,  just  ahead  of  the  differential.  This  all 


results  in  superb  balance  and  handli 
Driving  on  L.A.  freeways  and  O 
County  boulevards  gives  one  a  lovely 
of  one-upmanship  in  an  area  where 
damned  hard  to  achieve.  The  rid* 
handling  stir,  but  don't  shake. 

Cosseting  in  the  Aston's  interio 
contrasting  shades  of  leather  and  si 
ing,  while  the  brushed-aluminum  tr! 
the  striking  instrument  cluster  com 
beguiling  jewel-like  feel. 

So  which  car  do  you  choose?  Fra 
for  those  who  don't  care  about  an  e 
'  sive  image,  you  can't  beat  the  pertorr 
or  the  grins  inspired  by  the  Z06,  f 
starting  at  $65,690.  But  for  buyers 
cannot  resist  a  sexy  shape  and  Bonci 
at  Monte  Carlo  prices,  the  V8  Va 
can  be  yours  for  $110,000.  • 

Details  at  www.astonmartin.com 
www.  Chevrolet,  com. 
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Our  Premier  Membership  Offers 


a  Luxury  Resort  Lifestyle  with 

World-class  Amenities  and  Flexibilit" 


MEMBERS  < 


Memberships  are  Limited  to  Assure  an  Uncompromising  Club  Experience. 
For  additional  information  or  to  schedule  a  private  tour,  telephone  888-363-6237, 
in  Florida  941-309-2600  or  visit  www.rcmcsarasota.com. 


&CK  CLUB 


methin 
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The  Sarasota  Exper 

*  The  beautiful  beaches  of  the  Gulf  of 

*  Year-round  sunshine  -  Over  300  days 

*  The  finest  museums,  botanical  gardei 
theater  and  symphony 

■  Sophisticated  shopping  and  stylish  b 


The  Premier  Member 

*  Our  most  exclusive  package  of 
Member  benefits 

*  Unique  financial  advantages 

■  Flexible  scheduling  -  Your  choice  of 
per  year 

■  Special  privileges  at  The  Riri-Carltoi 
Sarasota  resort 

*  Preferred  tee  times  and  no  golf  green 

■  The  best  Membership  for  Sarasota  frel1 
visitors  or  vacationers 


aytimi 


tsaran 
■as,  in  C 

teceptr 


csde: 

KM 

nionme 
as  the  r 
atisiyin 
itwas 
want  to 
ays  A 


The  Club  Experien 

*  New  Tom  Fazio  golf  course  fearuring 
The  Ritz-Carlton  Caddie  Concierge 

■  Luxurious  family-friendly  Beach  Club 
on  Lido  Key 

*  The  Rit:  Kids1  supervised  activities 

■  Sarasota's  most  exciting  social  calend 
including  black-tie  galas  and  barefoo 

■  Year-round  and  Corporate 
Memberships  available 


The  Ritz-Carlton'  Members 

  Sarasota   


Golf  •  Spa  ■  Beach  ■  Three  Clubs  ■  One  Membership 


*  Premier  Rale*  at  The  Riti-Carlton.  Sarasota  arc  subject  ro  availability.  This  is  nut  an  offer  to  residents  in  any  state  whete  prohibited  by  law. 
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Style  &  Design  by  Taylor  Antrim 


: 


omething  either  enduringly  forward-looking  or 
hopelessly  nostalgic  drives  our  taste  for  mid-cen- 
tury-modern furniture.  You  can't  cross  an  office 
these  days — not  to  mention  a  condominium  foyer 
el  lounge — without  tripping  over  a  glossily  dim- 
aybed  or  kidney-shaped  coffee  table.  The  stuff  has 
le  so  ubiquitous  it's  practically  invisible, 
most  of  it.  Fifty  years  since  its  debut,  the  molded 
od  exoskeleton  and  plush  leather  cockpit  of  Charles 
ay  Eames's  lounge  chair  and  ottoman  continues  to 
he  eye.  This  is  furniture  of  arresting  aesthetic  con- 
lat  nevertheless  delivers  the  ahh  factor  of  a  La-Z- 
t's  a  rare  thing:  cozy  modernism,  an  iconic  design 
as,  in  Charles  Eames's  famous  description,  "the 
receptive  look  of  a  well-used  first  baseman's  mitt." 
1990  Herman  Miller,  Inc.,  sole  U.S.  manufacturer 
mes  designs,  replaced  the  chair's  unsustainably 
d  rosewood  veneer  with  walnut  or  cherry.  This  was 
ironmentally  correct  but  cosmetically  unfortunate 
as  the  more  highly  textured  grain  of  rosewood  of- 
atisfying  counterpoint  to  the  even  sheen  of  leather, 
d  it  was  something  of  a  design  compromise  as  well, 
vant  to  do  an  original  the  way  it  is  supposed  to  be 
says  Art  Gensler,  founder  of  the  prominent  San 
sco-based  Gensler  design  firm  (and  proud  owner 
e  Eames  lounge  chairs).  "It  wasn't  done  in  walnut; 
done  in  rosewood.  The  wood  is  a  big  deal." 
ell,  good  news.  To  celebrate  the  chair's  50th  an- 
ary,  Herman  Miller,  in  collaboration  with  the 
}  Foundation  in  Pacific  Palisades,  California,  has 
A  a  special  edition  using  Santos  Palisander,  a  re- 
de variety  of  rosewood.  These  hand-numbered 
;  chairs  and  ottomans,  exclusively  upholstered  in 
lan  black  "kid-calf"  leather,  are  available  through 
indation  with  a  $6,500,  tax-deductible  donation, 
il  do  a  star  turn  at  dedicated  exhibits  in  New  York, 
jrand  Rapids  and  Dearborn,  Michigan.  There's 
lavishly  illustrated  study,  pub- 
by  Merrell  this  month: 
ames  Lounge  Chair:  An 
Modern  Design. 
ig  year  for  a  baseball 
f  a  seat,  and  further 
to  contemplate  modernism's  enduring 
Which  is,  of  course,  a  question  best  pon- 
with  your  feet  up.  • 


Goin 

With 
Grain 

The  50th-anniversary 
edition  of  Charles  and 

Ray  Eames's  famous  loun; 
chair  restores  rosewood 
to  the  equation. 


Foundation,  (310)  904- 
www.  eamesfoundation.  org. 
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details,  see  page  114.  Her 
silk  dress  by  Valentino. 
$9,290.  Shoes  by  Christian 
Louboutin.  $715.  His 
cotton  suit  by  Valentino. 
$2,350.  Cotton  shirt  by 
Brioni.  $400.  Silk  tie  by 
Robert  Talbott.  $125. 
Shoes  by  Hermes.  $750. 


Las  Vegas  doesn't  stop  at  the  Strip. 
he  Gmen  Valley  Ranch  Resort  provides  as 
much  (or  as  little)  glitz  as  necessary,  just 
like  spring  fashion's  mania  for  gold 
runs  from  subtle  glints  to  full-on  shine. 

By  Mark  Grischke  /  Photographs  by  Michael  Stratton 


/ 
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v-onon-ana-metai  spori  cc 
$795,  cotton  shirt,  $260 
and  pants,  $330,  by  Ball; 
Belt  by  Burberry  Prorsum 
$320.  Shoes  by  Bottega 
Veneta.  $540.  Opposite: 
Cotton  voile  blouse,  $65C 
and  silk  skirt,  $635,  by 
Burberry  Prorsum.  Vintagi 
Trifari  necklace  at  Kentshi 
$475.  Watch  by  Pippo 
Italia.  $1,895.  Shoes  by 
Christian  Louboutin.  $81" 


jss.  $5,990.  Vintage 
an  Dior  earrings 
tshire.  $450.  Shoes 
10I0  Blahnik.  $545. 
te:  Wool-and-silk 
jacket,  $1,995,  cotton 
i325,  and  wool  tuxedo 
$1,995  (for  the 
it),  by  Ermenegildo 
Silk  tie,  $95, 
en  pocket  square, 
y  Robert  Talbott. 
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WHEN  I  CAME  TO  LAS  VEGAS  FOR  THE  FIRST  TIME  MORE  THAN  30  YEARS  AGO 
it  was  still  a  wind-blown  dot  on  the  desert  landscape.  You'd  fly  out  for  a  convention  or  company  meeting,  schlep  through  some  casini 
where  old  biddies  pulled  on  one-armed  bandit  handles  and  the  cocktail  waitresses  spilled  out  of  their  costumes.  You  walked  a 
thousand  yards  to  your  room,  then  tried  to  find  a  decent  place  to  eat.  If  you  wanted  morning  room  service,  you  needed  to  order  it  two 
months  in  advance.       Nothing  happened  in  Vegas  because  no  one  wanted  to  stay  in  Vegas  for  very  long.       Then,  quietly, 
something  did  happen.  In  1989,  Steve  Wynn  opened  the  Mirage  Hotel,  with  its  flaming  volcano,  plush  rooms,  good  restaurants  and 
shopping  that  gave  visitors  something  to  do  besides  gamble  or  see  boozy,  Rat  Pack-style  shows.  Caesars  Forum  followed,  with 
high-end  shopping  in  an  area  that  looked  and  felt  like  being  outdoors.  Artificial  clouds  moved  along  the  ceiling,  foretelling  the  winds 
change  that  would  blow  across  the  Strip  over  the  next  few  years:  Treasure  Island,  Paris  Las  Vegas,  New  York-New  York,  Luxor, 
Excalibur,  the  MGM  Grand,  the  haughty  Bellagio  and  the  Epcot-like  Venetian,  where  gondolas  glide  along  canals  flanking  an  indoor 
replica  of  the  Piazza  San  Marco.       Today,  Las  Vegas  has  become  a  destination  for  "high  rollers"  who  never  even  set  foot  in  a  casim 
A  Las  Vegas  Convention  and  Visitors  Authority  survey  in  2004,  in  fact,  found  that  only  four  percent  of  the  city's  tourists  said  they 
went  there  solely  to  gamble.       But  they  do  spend  money — lots  of  it — and  increasingly  expect  to  be  treated  as  royalty  of  the  house, 
particularly  as  Las  Vegas  feels  competition  from  other  worldwide  gaming  destinations  like  Macau  and  Australia,  and  from  Native 
American  casinos  at  home.  Currently  you'll  find  a  building  boom  in  all-suite  towers  going  on,  many  with  private  entrances  that  bypas: 
the  casino  and  main  check-in  desks.  Some  suites  will  have  "bath  butlers"  who'll  prepare  your  favorite  bath  for  you  and  a  partner. 
Look  for  electronic  "blackout"  drapes,  toiletries  from  Bulgari  and  flat-screen  TVs  on  every  possible  surface,  including  the  bathroom 
mirror.       Here  are  a  few  of  our  personal  preferences  following  a  recent  ten-day  visit:  the  best  of  the  best  of  Sin  City  right  now.  But 
you  don't  care  for  our  picks,  remember  that  there's  something  just  as  grand — maybe  more  so — right  across  the  street. 
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The  Impossible-to-Please  Guests 
Guide  to  a  Perfect  Sin  City  Weekend 

(When  Money  Is  No  Object) 
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t  anywhere  from  $5,000  to  $15,000  a  night,  your  wish  is 
command.  Architectural  replica  of  18th-century  Floren- 
rilla,  but  with  air-conditioning... and  that  includes  the 
-long,  125-foot-high  atrium.  Twenty-nine  villas  from 
)  to  9,000  square  feet,  each  with  unique  color  schemes, 
les,  furniture  and  tiles.  Pianos,  private  butler's  entrances, 
a  rooms.  Furnishings  and  decor  are  a  combination  of  an- 
s  and  custom-designed  furniture  along  with  fabrics  and 
from  all  over  the  world.  The  Chinese  dynastic  vases  are 
Linens  are  Frette  Egyptian  cotton.  (877)  225-2121. 


If  an  entire  suite  is  just... too... much... bother,  this  is  your 
manageable  alternative.  Tasteful,  a  private  entrance,  electronics 
you  can  figure  out  and  320-thread-count  sheets  and  pillowcases. 

Immense  bathroom,  double  vanity.  Nice  toiletries.  Big, 
fluffy  towels.  Deep  tub,  good  for  reading.  High-speed  Internet 
access.  Tableau  restaurant  by  the  pool,  a  bottle  of  Perrier:  $4. 
Nice  touch  here  and  at  Alex,  the  Wynn's  fine-dining  restaurant: 
a  purse  perch,  a  little  chair  women  can  put  their  handbags  on 
to  keep  them  nearby  and  off  the  chair  backs.  (877)  321-9966, 
www.  wynnlasvevas.  com. 
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The  most  in-demand  shows  in  Vegas  tend  to  be  Broadway 
imports.  Avenue  Q  is  at  the  Wynn,  and  Mamma  Mia!  has  been  a 
sell-out  for  the  past  two  years  at  Mandalay  Bay.  For  sheer  spec- 
tacle, check  out  Montreal's  Cirque  du  Soleil,  those  practitioners 
of  highly  stylized,  acrobatic  whimsy.  All  of  their  shows,  with  the 
possible  exception  of  Zumanity  at  New  York-New  York,  will 
entertain  you,  but  the  best  ol  the  bunch  is  O  at  Bellagio,  closely 
followed  by  La  Reve  at  the  Wynn.  (On  the  other  hand,  Celine 
Dion  is  fine,  too,  if  you're  a  hard-core  fan  and  enjoy  endless  baby 
stories.)  0,  (888)  488-71 11;  Avenue  Q  and  La  Reve,  (888)352- 
3463;  Mamma  Mia,  (877)  632-7400;  Zumanity,  (866)606-7111; 
Celine  Dion,  (877)423-5463. 


for  dinner,  tell  the  concierge  when  you'll  return,  and  the 
butler  will  set  up  one  of  several  types  of  bath.  There's  the  "T| 
La  Fenice,"  with  candles,  romantic  music,  rose  petals  sprili 
across  the  water,  aromatherapy  of  rose-infused  oils,  choc< 
dipped  strawberries  and  Champagne  for  two.  Or  there 
"Rubber  Ducky  Bath,"  which  fills  your  tub  with  fruit-pij 
scented  bubble  bath  and  fizzy  water  along  with  an  authenti* 
ber  ducky,  ocean  liner  sponge  and  other  toys.  A  plate  of] 
cookies  and  milk  or  hot  chocolate  completes  the  package, 
stress  that  it  "makes  any  grown-up  feel  young  at  heart." 
414-1000,  www.venetian.com. 


After  taking  a  quiz  to  determine  one's  personality  pro; 
are  you  intuitive?  sports-loving?  secretly  insecure? — and 
being  needs  for  body,  mind  and  soul,  answers  are  fed  into  til 
computer.  (Turns  out  I  am  an  insomniac  with  sore  mug[ 
Seconds  later,  it  spits  out  a  personal  magic  recipe  of  essJ 
oils  that  are  to  be  added  to  lotions  and  potions  for  a  Seen  I 
You  Sugar  Scrub.  Who  knew  a  massage  with  pepper 
chamomile,  lemongrass  and  oak  moss  was  a  likely  cures 
treatment  starts  with  a  hot-stone  massage  and  moves  on  ta 
exfoliating  Swedish-style  massage  with  raw  cane  sugar  in 
with  your  personal  oils.  Anything  else  is  just  a  rubdown  aftel 
experience.  $135-8190  for  Scents-of-You.  (877)  632- 
www.  the  hotelatmandalaybay.com. 


A  Roger  Penske-Steve  Wynn  creation,  the  Ferrari  Maserati 
auto  showroom  is  located  right  in  Wynn's  phantasmagorical 
hotel.  And  what  a  success  it's  been:  The  first  two  years'  alloca- 
tion of  $230,000  Ferrari  F-430s  sold  in  just  three  weeks  last  year. 
To  keep  out  the  droolers,  they  charge  $10  to  stroll  the  main 
showroom.  Downstairs  you  can  visit  the  workshops  and  30  or  so 
more  cars — including  an  Enzo  owned  by  Penske  (not  for  sale). 
(702)  770-2000. 

The  Venezia  Tower's  attentive  concierge  will  help  you  get 
settled  in  and  arrange  for  all  your  needs — limo,  shows,  golf,  din- 
ing. And  then  there  is  the  special  "Bath  Menu."  Before  leaving 
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Bathhouse 
(The  Hotel  at  Ma 


I 


94  FORBES  FYI 


FORBES  FY  I  95 


Design  this  good  has  nothing  to  hide. 


All  Clear 


>  approximate:  For  details 
age  114.  Bodum's 
e-walled  Pavina  glasses, 
the  pair,  insulate  hot 
id  drinks  equally  well, 
kfith  any  luck,  the  Omas 
l/ision  rollerball  pen, 
,  will  inspire  words  both 
and  clear.  Opposite: 
Irban  Glass  House,  Philip 
ion's  last  residential 
ing,  is  a  12-story  homage 
;  architect's  1949  New 
in  home.  Situated  in 
attan's  far  West  Village, 
one-  to  four-bedroom 
>s  (40  in  all)  deliver  the 
and  serenity  of  glassed-in 
— and  remote-controlled 
;s  for  late-sleepers, 
duled  for  completion 
e  summer;  prices  range 
$1.6  to  $10  million. 


ographs  by  Ron  Reeves 
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ish  designer  Nicole  Farhi 
sn't  just  sell  clothes — her 
ps  also  carry  vintage 
isures  and  contemporary 
sewares,  such  as  this 
rer  lamp  made  of  glass. 
10.  Opposite:  Louis 
tton's  white-gold  tourbillon 
oth  a  classic  skeleton 
ch  and  a  modern 
ibration  of  self-expression, 
h  is  made  to  order  and 
be  customized  with 
:ious  stones  (diamonds  are 
ivorite),  special  straps 
s  one  is  stingray}  and  almost 
thing  else  your  LV-loving 
rt  desires.  $191,000. 


Scents  &  Sensibility 

Master  perfumer  Jean-Claude  Ellena  is  the  genie  in  every  bottle  of  Terre  d'Hermes. 

By  Mark  Grischke 


■»  «■»  hat  can  you  smell,  right  now,  reading  this? 
mk  /  Glossy  paper,  printer's  ink,  steaming  coffee, 
f  %  /  the  starch  of  your  shirt?  Perhaps  you  can  dis- 
tinguish  specific  molecules,  such  as  muscone 
(often  used  in  laundry  detergent)  or  vanillin  (in 
Duble  latte).  For  perfumers,  fragrance  molecules  are  basic 
ments  they  can  manipulate  to  make  new  smells.  Some  toil 
trenches  of  industry,  seeking  ways  to  make  hand  soap  or  air 
lers  more  appealing.  Others — an  exclusive  club,  known  as 
" — occupy  the  rarefied  world  of  haute  perfumery. 
n-Claude  Ellena,  the  nose  of  Hermes,  is  more  than  just 
ve  to  smell — he  carries  a  library  of  odors  in  his  head.  He 
ror  the  day  when,  like  his  literary  hero,  Jean  Giono,  he  can 
le  a  catalog  of  the  world;  which,  in  Ellena's  case,  means  all 
lells  he's  encountered,  growing  up  in  Grasse  as  the  son  of 
urner,  then  as  a  distiller  and  finally  as  a  createur  (of  Van 
&  Arpels's  First,  in  1976,  and  Bulgari's  Eau  Parfumee  au 
ert,  in  1993,  among  others).  When  he  made  First,  he  had 
id  some  1,200  bottles  of  matieres premieres — pure  distilla- 
the  raw  materials  of  a  perfumer's  trade — and  his  mental 
g  includes  many  more.  But  he's  an  editor,  too,  with  a  life- 
irge  to  simplify.  These  days,  his  lab  for  Hermes  is  a  glass- 
:one  house  just  outside  Grasse:  In  the  back  room,  on  a  plain 
n  table,  sit  two  small  carousels  holding  fewer  than  200  bot- 
istillations.  And  while  First  was  a  complex  formula,  with 
than  160  ingredients,  his  latest  creation — a  men's  fra- 
:,  Terre  d'Hermes — has  less  than  30. 
:as  for  fragrances  strike  Ellena  like  proverbial  lightning 
-or  they  ferment,  their  recipes  jotted  down  and  left  to  steep 
m-sized  leather  notebooks.  His  desk  is  strewn  with  tiny 
s  of  past,  present  and  future  formulas  in  various  stages  of 
>pment.  Some  of  his  favorite  work  has  been  the  creation 
rmessence,  a  group  of  "olfactory  poems"  such  as  Poivre 
cande  (inspired  by  an  old  oak  on  Ellena's  property  that  had 
felled)  and  Ambre  Narguile  (the  evocation  of  an  oriental 
ng  den,  bubbling  with  water  pipes).  These  are  a  perfumer's 
nes — scents  so  elusive,  half  the  challenge  was  bottling  them. 
i  feels  fortunate  to  work  for  a  company  committed  to 
;ing  these  flights  of  fancy.  "People  come  to  Hermes  ready 
urprised,  so  I  can  do  what  I  want,"  he  says  with  a  big  smile, 
so  knew  that  the  men's  fragrance  (which  the  company 
d  to  be  a  big  seller)  required  a  different  approach.  "If  I 
:  one  person  with  Hermessence,  I'm  thrilled,"  he  explains. 
Terre  d'Hermes,  I  had  to  seduce  millions  of  people." 


Terre  d'Hermes  also  came  with  another  imperative:  The 
name  had  already  been  chosen.  For  Ellena,  this  was  comparable 
to  an  author  being  given  the  title  of  a  novel,  then  being  told 
to  write  it.  But  he  found  inspiration  through  elimination.  "Little 
by  little,  I  had  the  idea  to  create  a  fragrance  using  only  mineral 
and  vegetable  scents — no  animal  notes,  no  musk.  The  easy  way 
would  have  been  to  build  it  on  a  base  of  vetiver,  but  that's  already 
been  done.  So  I  looked  to  bois  (wood),  and  cedre  (cedar).  I  also 
wanted  it  to  be  happy,  so  I  played  with  zesty  grapefruit  and 
orange."  Ellena  didn't  like  any  of  the  orange  distillations  on  the 
market,  and  experience  had  taught  him  to  fend  for  himself.  He 
sought  out  a  manufacturer  in  Grasse,  and  said,  "Tu  me  lefais 
comme  (a"  (make  it  for  me  like  this).  And  it  was. 

One  thing  he  assiduously  avoided  was  any  involvement  with 
the  bottle's  design  or  packaging.  "I'm  afraid  of  marketing,"  he 
says.  "You  don't  make  a  painting  to  match  a  frame — and  the 
bottle  is  the  frame."  That  said,  he  admits  to  liking  the  bottle, 
which  was  created  by  Hermes  designer  Philippe  Mouquet  after 
a  flask  from  a  1920s  ne'eessaire  de  voyage  (one  of  those  fitted 
leather  cases  that  held  a  gentleman's  traveling  necessities:  mus- 
tache brush,  eau  de  cologne  and  whiskey,  to  name  a  few).  By 
happy  coincidence,  Ellena  and  Mouquet  had  the  same  image  of 
the  Hermes  man  as  being  tout  droit,  or  upright.  Ellena  evoked 
this  in  his  deceptively  simple  layering  of  woody  cedar  and 
patchouli,  with  citrus  accents  and  a  hint  of  flint  and  gunpowder 
(for  a  mineral  element).  Mouquet's  bottle  has  squared-off,  mas- 
culine shoulders  and  a  classic  Hermes  "H"  hidden  in  its  foot- 
print. The  powers  that  be  were  pleased. 

So  was  Ellena.  That's  saying  a  lot,  considering  the  anxiety  he 
admits  to  feeling  during  the  creation  of  Terre  d'Hermes.  Like 
many  an  artist  working  on  commission,  he  suffered  the  push-and- 
pull  of  satisfying  several  masters — himself  included.  But  now  he's 
happy.  The  hard  work  is  over:  The  fragrance  launches  in  March, 
and  already  it's  getting  good  reviews.  He's  created  something  new 
(among  other  pet  peeves,  he  has  a  horror  of  repeating  himself), 
and  he's  managed  to  convert  at  least  one  old  friend,  who  called 
him  with  the  grand  announcement  that,  after  20  years,  he  was 
abandoning  his  signature  scent  for  Terre  d'Hermes.  Most  impor- 
tantly, Ellena  feels  he's  satisfied  his  mantra —  Clockwise  from 
"Je  suis  dans  le flacon — in  the  bottle  you  will  find  top:  Jean-Claude 
me."  As  he  explains,  with  a  Gallic  shrug  that    Ellena;  bottles 

suggests  he  could  live  no  other  way,  "I  have  to  °f  raw  materials: 
i         j  ri  <     •    i_  i     ii  ,        the  valley  of 

be  proud  of  being  in  the  bottle,  because  at  least    Grasse-  the 

then  I  have  some  hope  that  it  will  fly."» 


Photographs  by  Eric  van  den  Brulle 
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By  Taylor  Antrim 
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.  ry  translating  "pied-a-terre." 
Foot  to  ground?  It's  a  French  idiom  expressing  a  particularly- 
European  fantasy — a  small  urban  apartment  in  a  culturally 
prestigious  location.  The  American  buyer,  with  his  square- 
footage  dreams,  balks  at  "small."  One  foot  to  ground?  What 
about  the  other  foot?  What  about  the  king-size  bed? 

No  wonder,  then,  that  an  Italian,  Giuseppe  Cipriani,  whose 
namesake  grandfather  founded  Harry's  Bar  in  Venice,  has 
opened  New  York's  first  building  dedicated  solely  to  pieds-a- 
terre.  Behind  the  massive  granite  columns  at  55  Wall  Street 
("the  most  famous  street  in  the  world,"  says  Giuseppe)  you'll 
find  Cipriani  Club  Residences — 106  fully  furnished,  staff-ser- 
viced apartments,  plus  a  private  restaurant  (and  one  open  to  the 
public),  private  spa,  barbershop,  library,  billiard  room,  movie 
theater  and  gym.  No  two  apartments  are  the  same,  but  each  has 
been  furnished  with  an  eye  toward  the  warm-yet-polished  taste 
of  what  Cipriani's  interior  architect,  Calvin  Tsao,  of  the  firm 
Tsao  8c  McKown,  calls  "a  transient  citizenship  of  international 
caliber  who  wants  to  make  New  York  its  cultural  home." 

Otherwise  known  as  jet-setters — those  well-heeled  nomads 
prefer  not  one  dwelling  but  a  geographically  diverse  menu  of 
them.  "Those  who  want  to  live  well,"  says  Tsao,  "and  yet  not  be 
responsible  for  all  of  those  administrative  issues  of  staff  or  help." 
Convenience,  of  course,  is  the  soul  of  the  pied-a-terre,  and  these 
are  equipped  down  to  the  Driade  cudery,  the  Saeco  Vspresso 
machine  and  die  Ivano  Redaelli  linens.  'We  want  you  to  buy  this 
apartment  and  move  in  the  next  day,"  says  Giuseppe. 

Move  in  and  let  Cipriani  go  to  work.  "If  you  tell  us  what 
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One  of  Cipriani's  clean, 
well-lighted  rooms — with 
a  Wall  Street  view.  Yellow 
Fruit  Flybook  Advanced, 
$2,990,  (866)  551-3680, 
www.ilybookstore.com; 
Klein/Reid  porcelain  apple, 
$60,  (718)  388-9331, 
www.kleinreid.com. 


Photographs  by  Marc  Anthony.  Styled  by  Chip  Cordelli 


you  want  in  the  refrigerator  when  you  leave,  when  you  come 
you'll  have  it,"  Giuseppe  promises,  offering  a  24-hour  concierge 
as  well  as  an  open-ended  menu  of  services  from  housekeepii 
personal  wine  storage  to  a  full-time  librarian  who  can  help  you 
your  next  read.  The  downstairs  club — to  which  residents  rec< 
two-year  complimentary  membership — extends  your  living  s 
with  its  wine  room,  billiard  room  and  private  dining  room  avai 
for  members  and  their  guests. 

That's  a  real  perk,  since  remember:  Cavernous  Park  Av 
triplexes  these  are  not.  Most  are  studios  or  one-bedrooms,  coi 
in  at  less  than  1 ,000  square  feet  (and  costing  between  $  1  and  2 
lion).  Snug  for  a  family  of  four,  but  for  a  peripatetic  urbanite 
ing  to  put  foot  to  ground  in  New  York?  Parfait.  • 


Cipriani  Club  Residences,  55  Wall  St.,  New  York,  NY  1C 
(212)  422-0055,  www.ciprianiresidences.com. 


Back  to  Basics 


Furnishing  a  pied-a-terre  means 
relying  on  well-designed  essentials. 
Cipriani  architect  and  designer 
Calvin  Tsao  calls  his  selections 
"Anslo-Italo  savoir  faire." 


•  1  Brushed  aluminum  DTT980 
toaster,  $170,  by  Delonghi, 
(800)  322-3848,  www.delonghi 
at  Williams-Sonoma. 

•  2  White  "Ola"  chair,  $3,308,  by 
De  Padova,  www.depadova.it,  a 
M  Mercer,  New  York,  (212)  966 

•  3  Aluminum  and  steel  Tolomeo 
Classic  floor  lamp,  $615,  by  Art 
(631)  694-9292,  www.artemide 

•  4  V'spresso  espresso  machine, 
$1,300,  by  Saeco,  (800)  933-7. 
www.saeco-usa.com. 

•  5  The  White  Snow  Flowers  Colle 
10"  dinner  plates,  $66  each,  by 
Driade,  www.driade.com,  at  DZI 
San  Francisco,  (415)  674-9431 


Even  jet-setters  have  to 
sleep.  "Sidecar,"  2004,  by 
Kim  Reierson,  $2,300, 
through  Robin  Rice  Gallery, 
(212)  366-6660;  LA. 
Eyeworks  Mason  frames, 
$275,  (323)  933-6592, 
www.laeyeworks.com;  Mini 
Dolmen  radio,  $48,  at  The 
Conran  Shop,  (212)  755- 
9079.  Opposite,  tap:  Cipriani 
provides  beck-and-cali 
butlers.  Calvin  Klein  white 
grid  vase,  $90,  (212)  292- 
9000,  www.calvinklein.com. 
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INNOCENCE  AND 
SEDUCTION, 
by  Bill  Morrison; 
Fantagraphics;  $35 


Dan  DeCarlo  is  best  kno 
drawing  the  syndicated 
strip  Archie  from  the  mid- 
until  the  early  '90s.  B 
amounts  to  a  fraction  of  hi 
of  work.  Starting  in  the  lj 
DeCarlo  churned  out  comi 
like  Isaac  Asimov  did  sci-j 
els,  including  pruriently  silly  classics  s| 
Millie  the  Model,  My  Friend  Irma  and 
spin-off  Betty  and  Veronica.  He  also 
create  Sabrma  the  Teenage  Witch  ancj 
and  the  Pussycats.  Rembrandt  he  was 
course,  but  rather  a  master  of  cornball 
and  an  astute  oH 
of  adolescent  I 
yearning.  If  am| 
this  new  retrq 
tive  is  an  amusi 
minder  that  one 
a  time,  long  ago 
boomers  werf^ 
mone-crazed  kii 
—THOMAS  JAC 


THE  BLONDE  BOMBSHELL 


Bett„ 
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|le  white  death, 

tin  Lawton; 

tic  Monthly  Press;  $23 


LITTLE 


WHITE  DERTH 


jawton  joins  the  ranks  of  literary- 
n  thriller  writers  such  as  Alan  Furst 
iarles  McCarry  who  are  widely  popu- 
Jingland  but  less  well  known  here, 
le  White  Death  (the  title  refers  to, 
f  other  things,  tuberculosis)  is  an 
Inent  in  Lawton's  much- 
fd  Frederick  Troy  series, 
illy  published  in  1998  but 
ling  here  for  the  first  time. 
|s  a  corker.  Troy,  Scotland 
'  chief  detective,  is  like  a 
unning  atop  a  series  of 
[ng  fissures,  between  the 
jhroes  of  Old  England  and 
jeaty,  chaotic  birth  of  the 
^ i rca  1963,  between  his 
In  heritage  and  the  brutal  mirror- 
If  the  Cold  War,  between  his  urge  to 
but  for  love  and  his  innate  inability  to 
pee  it.  Troy's  posh  crowd  are  given 
pic  bouts  of  drinking,  slumming  at 
ubs  and  various  forms  of  orgiastic 
hfortunately,  they  also  tend  to  tangle 
elves  up  in  various  forms  of  espi- 
and  treason.  When  a  country  house 
n"roy  attends  is  exposed  as  a  nest 
es  in  a  blowup  similar  to  the  John 
no/Christine  Keeler  affair,  allegiances 
le  and  the  body  count  begins  to 
I.  Lawton's  inside  cricket  references 
riterly  style — digressive,  allusive, 


packed  with  intriguing  but  not  strictly 
necessary  bit  characters — will  make  some 
American  readers  impatient.  But  the  payoff 
is  there  in  nearly  every  paragraph,  particu- 
larly for  those  who  enjoy  their  mystery  novel 
characters  equipped  with  tangy,  corrosive 
wit  and  oddly  anchored  ethics. 

—RICHARD  NALLEY 

EAGLE  BLUE, 

by  Michael  D'Orso; 

Bloomsbury;  $24 

Fort  Yukon,  Alaska,  an  Athabascan  Gwich'in 
Native  town  (population:  600)  eight  miles 
above  the  Arctic  Circle,  isn't  about  to  make 
any  lists  of  America's  best  places  to  live. 
The  winters  are  unfathomably  cold,  and  it's 
harder  to  get  to  than  most  deserted  islands. 
Local  rates  of  unemployment,  alcoholism 
and  suicide  exceed  national  averages. 
But  if  there's  one  thing  the  town  feels 
good  about — and  boy  does  it  need  one — 
it's  the  high-school  basketball  team.  The 
Fort  Yukon  Eagles  have  made  it  to  the 
Alaska  State  Championship  Tournament 
six  years  in  a  row,  routinely  beating  big- 
ger schoo  from  wealthier  districts  to 
get  there.  1  ft<$y  do  it  by  playing  a  special 
brand  of  basketball,  favoring  speed  and 
stamina  over  size  and  strength.  (Their 
tallest  player  is  6'2",  and  he  towers  over 
his  teammates.)  Eagle  Blue  re- 
counts their  2004-2005  season, 
a  24-4  run  that  had  them  criss- 
crossing the  state  from  the  re- 
motest Arctic  settlements  to 
Sullivan  Arena  at  the  University 
of  Alaska  in  Anchorage.  Author 
Michael  D'Orso  spent  four  months 
living  and  breathing  Eagles  bas- 
ketball, attending  every  practice 
and  every  game,  at  home  and  on 
the  road.  The  result  is  an  engrossing,  often 
nail-biting,  lump-in-your-throat  portrait  of 
the  12  boys  on  the  team,  their  coach,  Dave, 
and  the  town  of  Fort  Yukon  itself,  a  place 
that,  once  you've  read  the  book,  doesn't 
seem  so  desolate  after  all.— TJ 

MAN  AND  MACHINE, 

by  Sfephan  Wilkinson; 
Lyons  Press;  $17 

"There  are  pilots  who  apparently  enjoy  the 
gut-rattling,  face-warping,  brain-mushing, 
slam-and-bam  move  of  high-G  aerobatics, 
but  I'm  not  one  of  them,"  writes  Stephan 


Wilkinson  in  his  most  recent  book,  Man  and 
Machine.  "Better  the  balletic  swooping  of 
a  lazy  eight,  a  loop  that  leaves  you  briefly 
weightless  at  its  zenith,  a  slow,  spacey 
barrel  roll."  That  kind  of  breezy  thrill  could 
well  describe  a  journey  through  this  delight- 
ful collection  of  28  essays  and  observations 
on  man's  relationship  to  planes,  trains, 
automobiles  and  more.  Wilkinson  is  a  pilot 
(he  built  his  own  plane),  a  well-known  au- 
tomobile journalist  (he  rebuilt  his  own 
Porsche),  former  merchant  seaman,  EMT 
ambulance  driver  and  a  few  other  things 
that  will  exhaust  the  slothful  just  to  read 
about.  After  a  lifetime  surrounded  by  ma- 
chines, he  knows  how  they  work  (or  don't) 
and  how  humans  interact  with  them.  Better 
still,  Wilkinson  is  a  master  at  explaining  the 


Man  and  Machine 


StepKan  Wilki 


marriage  of  the  two.  How  hard  is  it  to  fly 
a  helicopter?  It's  like  "balancing  atop  a 
greased  beach  ball."  There  are  essays  on 
the  wonders  of  a  Formula  One  race  car  and 
the  aesthetic  delights  of  a  Hinckley  Picnic 
Boat,  the  joy  of  go-karts  and  the  alluring 
horror  of  a  handgun.  Wilkinson  also  finds 
beauty  in  the  intricacy  of  a  Steinway  grand 
piano  and  in  the  simplicity  of  the  common 
kayak.  Luddites  needn't  be  put  off  by  the 
book's  title:  The  author  will  not  bury  them 
in  arcana.  Take,  for  example,  Wilkinson's 
explanation  of  a  1960s  military-aircraft  de- 
signer's attempt  to  disguise  the  sound  of  a 
spy  plane's  engine:  "Horn  also  found  that 
just  a  small  amount  of  background  noise — 
insects,  a  little  jungle  noise  in  the  trees 
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at  night— could  mask  the  residual  noise 
of  a  super-quiet  airplane.  How?  Well,  like 
somebody  turning  on  a  bathroom  faucet  so 
the  dinner  guests  won't  hear  him  pee." 

—PATRICK  COOKE 

THE  RULING  CASTE, 

by  David  Gilmour;  FSG;  $26 


The  Rutin  e  C  aste 


On  the  day  of  Queen 
Victoria's  funeral,  the 
Indian  people  shut 
down  their  shops  and 
loitered  in  the  streets, 
mourning  the  death 
of  their  Empress.  Many 
fasted  and  some  car- 
ried handmade  ban- 
ners bearing  personal 
tidings  ("We  poor  Mussulmans  from  Sialdah 
grieving"),  spontaneously  commemorating 
the  passing  of  a  woman  who'd  never  been 
east  of  Germany,  yet  ruled  over  an  Indian 
population  of  approximately  300  million 
through  a  civil  service  barely  1,000 
men  strong.  How  did  England  hold  such 
power — an  authoritarian  feat  that  would 
later  impress  even  Joseph  Stalin — and 
why  would  its  Indian  wards  express  such 
sympathy  for  the  woman  who'd  repre- 
sented British  hegemony?  While  David 
Gilmour  doesn't  attempt  to  settle  such 
questions,  The  Ruling  Caste  astutely  and 
eloquently  examines  the  inner  workings  of 
the  Victorian  Raj,  providing  a  balanced 
account  of  mixed  motives,  shifting  poli- 
cies and  conflicting  personalities  from 
Punjab  to  Bengal  to  the  halls  of  Windsor. 
He  accomplishes  this  through  an  extraor- 
dinary, almost  Victorian,  accumulation 
of  detail.  Gilmour  describes  a  culture 
so  consumed  by  protocols  that  a  new 
British  arrival  might  be  humiliated  for 
taking  sherry  instead  of  beer  after  curry, 
and  a  seating  plan,  even  in  the  most  re- 
mote province,  that  was  dictated  by  the 
Warrant  of  Precedence.  "It  was  as  if  a  so- 
ciety restricted  in  differences  of  class, 
age,  wealth  and  profession,  compensated 
by  exaggerating  the  gradations  of  official 
recognition,"  observes  Gilmour.  Today, 
the  civil  service  is  remembered  equally  for 
a  deplorable  sense  of  superiority  over  the 
Indian  people  and  for  an  estimable  spirit 
of  selflessness  toward  them.  It  was  those 
intertwined  qualities,  Gilmour  shows,  that 
made  possible  British  rule  over  so  vast  and 
varied  a  territory. --JONATHON  KEATS 


» 


MI-5,  VOLUME  3;  BBC  Video;  $80 


British  television  once  had  a  corner 
on  satisfying  spy  drama.  Richly 
__-J    complicated  serials  such  as  The 
^^^J    Sandbaggers  and  Tinker,  Tailor, 

Soldier,  Spy  combined  the  chess  play 
of  Cold  War  spy  craft  with  an  air  of 
moral  compromise.  For  better  or  for 
worse,  TV  has  evolved  and  juiced-up, 
American  offerings  such  as  Alias 
and  24  now  set  the  bar.  Good  guys,  bad 
guys,  less  talk,  more  explosions — is  this 
an  improvement?  The  BBC  show  MI-5  (titled 
Spooks  in  the  UK)  runs  a  welcome  middle 
course.  Smarter  and  more  darkly  cerebral 

than  the  American  competition,  the  show  nevertheless  serves  up  improbably 
young  domestic  security  agents  wielding  high-tech  gadgetry  and  favoring  tight 
T-shirts  and  low-cut  jeans  around  the  office.  Volume  3  is  the  toughest  yet  for  111 
as  agent  Tom  Quinn  has  gone  off-piste  and  a  shadowy  Joint  Intelligence  Comn)| 
chairman  named  Oliver  Mace  wants  to  subsume  MI5  into  a  KGB-style  secret 
intelligence  service.  A  jockish  agent  has  been  brought  over  from  MI6  to  rally  tlj 
troops,  and,  of  course,  there's  always  Al  Qaeda  to  worry  about.  — TAYLOR  ANTi 

SAM  PECKINPAH'S  LEGENDARY  WESTERNS  COLLECTION;  Warner;  $E 

Sam  Peckinpah  did  more  than  make  movies:  He  changed  the  way  they're  mad<l 
After  The  Wild  Bunch,  his  seminal  1969  western,  his  name  became  synonymol 
with  the  phrase  "balletic  violence."  (You  could  as  easily  substitute  "ballistic"  f| 
"balletic")  From  the  gritty  opening  credit  sequence,  where  William  Holden  grol 
"If  they  move,  kill  'em!"  to  the  climactic  shoot-out  as  Holden,  Ernest  Borgninej 
Warren  Oates  and  Ben  Johnson  annihilate  a  renegade  Mexican  army  of  several 
hundred  in  sanguinary  slow  motion,  The  Wild  Bunch  earned  its  name  and  direo 
fame.  Looking  back,  it  makes  sense  that  the  movie  appeared  as  America  was  g| 
through  its  own  bloodbath  of  assassinations,  war  and  the  Manson  Family.  Also 
included  in  this  set  are  Pat  Garrett  and  Billy  the  Kid,  Ride  the  High  Country  an 
The  Ballad  of  Cable  Hogue.  Quite  the  oeuvre,  or,  as  a  gunfighter  might  say,  oo 
Pat  Garrett  is  notable  on  several  counts:  the  haunting  sound  track  by  Bob  Dylai 

("Knockin'  on  Heaven's  Door"),  who  also  plays 
bit  part;  a  laconic,  steely  James  Coburn  in  the 
title  role — his  best  role  ever — and  an  un-actorl 
gjgjir  j    ti&$  M    but  convincing  Kris  Kristofferson.  The  scene 

where  Garrett  neutralizes  four  opponents  in  a  I 
is  a  classic  set  piece.  Peckinpah  was  also  cap) 
of  tenderness,  shown  in  the  elegiac  Ride  the  W 
Country,  the  last  screen  appearances  of  Rando 
Scott  and  Joel  McCrea.  The  set's  special  featu 
reveal  a  life  that  was  as  wild  as  his  movies.  TU 
i  ^Bfe^-M  mSS0****rimM      norma"y  equable  Charlton  Heston  threatened 
I  ■B&mJl  fSSlTBNSCOI***1     i     to  run  Peckinpah  through  with  a  cavalry  sword 
<    ^iBBw  on  ^e  set  °*  ^e  disastrous  Major  Dundee.  Oni 

jf  jj^flT   |  Peckinpah's  friends  remembers  telling  him, 

"When  you  told  me  you  were  blacklisted,  I  didi 
realize  it  was  for  your  personality." 

—CHRISTOPHER  BUCK 
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RT:  THE  LIFE  AND 
MUSIC  OF 

RICHARD  THOMPSON; 
Free  Reed;  S75 

Mainstream  commercial  success 
has  eluded  singer/songwriter/gui- 
tarist Richard  Thompson,  but  over 
the  decades  he  has  gained  a  dedicated 
following  that  will  enthusiastically  em- 
brace this  five-CD  collection.  Thompson 
entered  the  music  scene  in  the  late  1960s 
as  a  folk-rock  pioneer  with  the  British 


band  Fairport  Convention,  then  embarked 
on  a  solo  career  and  a  series  of  acclaimed 
albums  with  his  (now  ex-)  wife,  Linda.  In 
recent  years  he  has  been  an  indefatiga- 
ble performer,  in  the  studio  and  on  stage, 
and  ftTmines  a  huge  store  of  unreleased 
material.  Each  disk  supplies  a  separate 
"chapter"  about  an  aspect  of  Thompson's 
work.  Most  of  the  performances  are  live — 
a  few  recordings  are  of  questionable  tech- 
nical quality — but  the  box  also  provides 
demos  and  some  studio  tracks.  An  accom- 
panying 172-page  book  fills  in  the  details, 
although  it  will  be  a  little  too  insular  for 
the  casual  fan.  Devotees  of  Thompson's 
electric  guitar  might  be  disappointed  that 


the  85  tracks  here  incline  more  toward 
the  unplugged.  Even  the  disk  of  "Epic  Live 
Workouts,"  the  dizzying  guitar  acrobatics 
that  leave  Thompson  aficionados  swoon- 
ing, kicks  off  with  acoustic  numbers. 
When  Thompson  does  plug  in,  though,  air 
guitarists  will  rejoice,  fffmay  be  preach- 
ing to  the  converted,  but  it's  a  hell  of 
a  sermon.  —TOM  HUNTINGTON 

FRANZ  SCHUBERT: 
THE  COMPLETE  SONGS, 
Graham  Johnson,  piano; 
Hyperion  Records;  $480 

When  the  British  pianist  Graham  Johnson 
began  recording  the  complete  songs  of 
Franz  Schubert  (all  600-plus  of  them),  he 
took  a  thematic  approach.  The  Hyperion 
Schubert  Edition,  as  the  collection  was 
eventually  called,  would  be  structured  as 
a  series  of  CD-length  programs,  each  orga- 
nized around  specific  poets,  particular 
periods  of  the  composer's  life  or  ideas 
(antiquity,  or  night,  or  love,  or  death,  or 
water).  The  ambitious  venture  launched 
auspiciously  in  the  late  '80s  with  songs 
to  texts  of  Goethe  and  Schiller — the  peer- 
less masters  of  German  poetry — sung  by 
Dame  Janet  Baker,  a  recitalist  of  distinc- 
tion. The  final  disc,  Volume  37  ("The  Final 
Year"),  appeared  in  2000,  featuring  three 
English-style  tenors.  The  mostly  Anglo 
roster  for  the  12-year  project  came  to 
some  five  dozen,  from  established  stars 
(Elly  Ameling,  Matthias  Goerne,  Thomas 
Hampson,  Lucia  Popp,  Dame  Margaret 
Price)  to  stars  in  the  making  (Juliane 
Banse,  Ian  Bostridge,  Gerald  Finiey, 
Simon  Keenlyside,  Christine  Schafter), 
with  scarcely  a  fizzle  in  the  bunch. 
Throughout,  Johnson  himself  proved  as 
fine  a  classical  song  accompanist  as 
any  at  work  today.  Each  performance 
brought  revelations.  A  boxed  reissue  was 
a  foregone  conclusion,  and  here  it  is,  in 
a  40-disc  set,  with  the  songs  remastered 
in  order  of  composition.  Thus  the  arc 
of  the  imaginative  journey  lies  before  us 
as  Schubert  lived  it,  art  for  art's  sake 
intertwining  unpredictably  with  intimate 
confession.  Gone,  alas,  are  Johnson's 
superb  song-by-song  commentaries, 
replaced  by  a  book  containing  complete 
texts,  handy  indexes  and  a  "calendar"  for 
reference.  And  there's  a  further  bonus: 
a  trio  of  newly  recorded  CDs  of  songs  by 
the  composer's  friends  and  contempo- 


raries,  from  Haydn  and  Beethover 
Fanny  Mendelssohn  to  names  thai 
scarcely  footnotes  to  footnotes.  Perfq 
at  the  same  exemplary  level,  the  cot 
tual  material  throws  into  still  sharper 
the  infinite  variety  of  Schubert's  gen 
—MATTHEW  GUREWI 

MR.  BEAST, 
Mogwai;  Matador;  $16 


Take  vocals  away  from  rock  music) 
what  do  you  get?  Cause  for  a  nap.  U it 
that  is,  you're  talking  about  Mo|) 
a  Scottish  five-piece  whose  splendic 
apologetically  dramatic  albums  have 
(mostly)  lyric-less  for  the  better  par 
decade.  Their  fifth,  Mr.  Beast,  grab 
with  "Auto  Rock,"  a  melodic  openei 
takes  on  layers  of  piano,  guitars  and  d 
all  the  way  to  its  pounding  cresca 
"Glasgow  Mega-Snake"  is  the  fie 
track  here,  full  of  chugging  chords 
a  welter  of  cymbal  crashes.  But  Mc 
can  be  calm  as  well — see  the  slide  g 
in  "Acid  Food"  (with  a  rare,  murrr 
vocal  from  guitarist  Stuart  Braithwai 
the  ebb-and-flow  ballad  "Folk  Death 
This  is  headphone  music  that  doesn't 
into  the  background,  instrumentals 
pay  attention  to.  — TA 
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brbesAutos .  com 


FbrbesAutos.com  is  devoted  exclusively  to  luxury  vehicles, 
know  what  you  expect  from  a  luxury  vehicle.  Superior  handling.  Engineering  excellence. 
Incomparable  comfort.  Appointments  that  fit  your  personal  style. 


Dynamic  photo  gallery 
mprehensive  advice  listings 
Up-to-date  industry  news 


Forbes 

Forbes 

Outc.  Start  Guid.  ■ 

1  1      .  JjaH 

2006   

Hybrid  Buyer's  Guide 
Oomg  am  hii  Oon.r.  tiua 

^    Reviews  TTWs  lv™*              Zoom  Pftofo  Ca(/<wios 

•  Illustrated,  detailed  reviews 
Buy-a-car,  Build-a-car  configurator 

•  Informative  Buyer's  Guides 


You've  worked  hard  to  earn  that  special  luxury  vehicle 
that  suits  your  passion  for  performance  and  style.  Find  it  at. 

Forbes 


CREDITS 


"GOLD  RUSH"  PAGES  82-91 

ALEXIS  BITTAR:  All  ids  Bittat,  New  York, 
(212)  625-8.340,  www.alexisbittar.com 

BALLY:  Bally,  New  York  and  Beverly  Hills 

BILL  BLASS:    i      ial    Fifth  Vvenueand 
Nciman  Marcus  stores 

BOTTEGA  VENETA:  Bottega  Veneta, 
(877)  362-1715,  www.bottegaveneta.com 

BRIAN  ATWOOD:  www. brianatwood.com  and 
select  Neiman  Marcus  stores 

BRIONI:  Brioni,  (212)  355-1940, 
www.brioni.com 

BURBERRY  PRORSUM:  select  Burberry  stores 

CHRISTIAN  LOUBOUTIN:  Christian 
Louboutin,  New  York,  (212)  396-1884;  gold 
shoes  also  at  select  Saks  Fifth  Avenue  stores 

ERMENEGILDO  ZEGNA:  Ermenegildo  Zegna, 
(888)  880-3462,  vrvrw. zcgnA.com;  jacket 
also  at  Bergdorf  Goodman  Men,  New  York 

HERMES:  Hermes,  (800)  441-4488, 
www.hermes.com 

KENTSHIRE:  Kentshire  at  Bergdorf  Goodman, 
New  York,  (212)  872-8653, 


www.kcntshire.com 

LOUIS  VUITTON:  select  Louis  Vuittor  stores, 
(866)  VUITTON,  www.louisvuitton.com 

MANOLO  BLAHNIK:  Manolo  Blahnik, 
New  York,  (212)582-3007 

MARTIN  DINGMAN:  Martin  Dingman, 
(800)  955-2358,  www.martindingman.com 

MONTBLANC:  Montblanc, 

(800)  995-4810,  www.montblanc.com 

PIPPO  ITALIA:  Pippo  Italia, 
www.pippoitalia.com  and  select  Saks  Fifth 
Avenue  stores 

ROBERT  MARC:  Robert  Marc,  New  York, 
(212)  675-5200,  www.robertmarc.com 

ROBERT  TALBOTT:  Robert  Talbott, 
(800)  747-8778,  www.roberttalbott.com 

ROBERTO  CAVALLI:  select  Roberto  Cavalli 
boutiques,  www.robertocavalli.com 


VALENTINO:  select  Valentino  boutiqua 

"ALL  CLEAR"  PAGES  96-101 

BODUM:  Bodum,  (800)  23BODUM, 
www.bodumusa.com 

LALIQUE:  Lalique,  New  York,  (212)  35| 
www.laliquc.com 

LOUIS  VUITTON:  select  Louis  Vuittoi 
stores,  (866)  VUITTON, 
www.louisvuitton.com 

NICOLE  FARHI:  Nicole  Farhi,  New  Yot 
(212)  223-8811 

OMAS:  Omas,  (866)  273-3469,  www.on 

URBAN  GLASS  HOUSE:  Urban  Glass  H 
(212)  620-0330, 
www.theurbanglasshouse.com 

WATDESIGN:  WATdesign,  www.watdc 
and  Lekker,  (877)  753-5537,  www.leki) 
homc.com 


The  Green  Valley  Ranch  Resort,  just  minutes  by  cab,  limo  or  helicopter  from  downto 
Las  Vegas,  offers  an  alternative  to  the  frenzied  Strip.  Relax  at  Whiskey  Beach  or 
the  renovated  spa.  Try  your  luck  in  the  casino,  or  indulge  other  appetites  at  any  of  tf 
11  restaurants  and  four  bars.  Throw  a  party  in  your  suite  or  catch  a  movie  at  the  ten-si 
cinema.  Rates  from  $189  a  night  in  season.  (866)  STAY-GVR,  www.gvrstyle.com 


OW  THE  OTHER  HALF 
ENJOYS  ITS  YOUTH 


bbean  playground  for  the  family  with  endless  activities,  sports, 

P  us  plenty  of  attractions  for  the  kids,  too 

1-877-HALFMOON  •  www.halfmoon.com 


ROSE  HALL,  JAMAICA 


Advertiser  Directory 

Advertiser  Information  To  receive  free  information  from  Forbes  FYI  advertisers  contact 
advertiser  directly  by  website  visit  or  by  phone  call. 


o 

agent  for  the  U.S.: 
Moresco  &  Co.,  Ltd. 
17-4300 

jww.ravazzolo.com 

ire 

Motor  Division 
Break  Through! 
.v.cadillac.com 

r  Electronics 

wnics 
w.lgc.com 


fotel 

vv.raffleshotel.com 

>te 

lunch 

710-acrc  community  with  pri- 
Jones  golf  course,  3  world-class 
lubhouse  &  Fitness  Center, 
ownership 
lities. 

38-920-9292  toll  free/ 
59-92  92  local  or  visit 
eekranch-jh.com 
mrnnnities 

mmunities  is  the  premier  builder 
>,  luxury  towers  and  amenities 
an  incomparable  living  experience 
)ut  Florida,  the  Northeast  and 
intic  United  States, 
w.es tatecollection wci . com  or 
w.  wcicommunities.com 

mts 

itures  Hawaiian  Fusion  Cuisine  - 
lest  local  ingredients,  European 
>old  Asian  spices,  with  a  focus  on 
afood. 

/w.  roysrestaurant.com 


Retail 

Breitling 

Breitiing  has  created  precision 
timepieces  since  1884  and  continues 
its  long  history  with  the  aviation 
world  where  accuracy,  technical 
innovation  and  reliability  are  critical. 
Visit  www.Breitling.com 
Davidoff 

To  purchase  Davidoff  handmade 

premium  cigars  and  cigar  accessories, 

visit  www.davidollmadison.com  or 

to  find  the  nearest  Davidoff  store  location, 

call  1-800-213-2340 

General  Cigar 

Macanudo  and  Paitagas  Cigars 
Visit  www.cigarworld.com 

Tourism 

Ministry  of  Tourism  &  Culture,  Govt  of 
India 

Visit  www.incredibleindia.org 
Sentosa  Leisure  Group 
Visit  www.sentosa.com.sg 

Travel 

British  Airways 

We  offer  you  softer  flat  beds  for  a  deeper 
sleep.  And  for  extra  comfort,  we  included 
plumper  pillows  and  cozier  blankets. 
Business  class  is  different  on  British 
Airways. 

Call  1-800-AIRWAYS  or 

visit  www.ba.com/ckibworld 

Cirrus  Design  Corporation 

Visit  www.cirrusdesign.coni 

Dream  Catcher  Retreats 

Dream  Catcher  Retreats  -  Private  Luxury 

Destination  Club  F.njoy  carefree, 

memorable  v. nations  in  spectacular  homes 

in  the  world's  most  desirable  destinations. 

Call  1-866-618-3954  or 

visit  www.dcr.com/lyi 

Emhraer 

Visit  www.embracr.com 


HaUkulani 

Halekulani,  on  the  beach 

at  Waikiki,  blends  the  magnificence 

of  the  island's  beauty  and  gracious 

I  [awaiian  hospitality.  The  Vera  Wang 

Suite  provides  an  extraodinaril)  unique 

lifestyle  experience. 

Call  1-800-367-2343  or 

visit  www.halekulani.com 

Hawai'i  Visitors  &  Convention  Bureau 

From  the  c  rystal  ( leai  ocean  and  lush 

mountains  to  the  award-winning  golf, 

let  the  temptations  of  Flawai'i 

mii round  /ou. 

Call  1-800-GoHawaii  or 

visit  www.gohawaii.com 

Marquis  Jet 

Visit  www.marquisjet.com 

Monaco  Government  Tourist  Office 

The  Principality  of  Monaco,  as  grand  as 

ever.. .and  yet  suprisingly  affordable! 

Experience  a  place  where  romance, 

royalty,  history  and  magic  .ill  unite. 

For  exclusive  packages  at  extraordinary 

rates  go  to  www.MonacoAuction.com 

Visit  www.visitmonaco.com  or 

call  I  800-753-9696 

Prince  Resorts  Hawaii 

I  )iscover  lour  luxurious  resorts  on 

three  magnifi<  em  islands  ai  Prince 

Resorts  Hawaii.  Enjoy  oceanview 

a<  i  ommodations,  championship 

goll  and  exquisite  c  uisine. 

Call  l-866-PRINCE-6or 

visit  www.PrinceResortsHawaii.com/ 
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Q&A 


Drop  Bar  at  the  Green  Valley  Ranch  Resort  in  Las  Vegas 


Mr. (and  Mrs.)Coc 


Nightlife  impresario  Rande  Gerber  can  do  no  wrong,  so 
it  seems.  Not  only  is  he  married  to  Cindy  Crawford 
and  the  father  of  two,  he's  developed  some  of  the 
country's  highest-profile  lounges  and  nightclubs,  including 
The  Whiskey  and  Stone  Rose  in  New  York  and  Living  Room 
in  Chicago  and  New  Orleans.  Sleek  and  trendy,  they  blend 
high  energy  with  intimacy.  This  year,  Gerber  returns  to  Sin 
City,  where  he'll  open  a  new  club  and  an  unprecedented  $3 
billion  hotel-condominium-casino  complex.  He  recently  spoke 
with  FYI's  Stephanie  Cooperman  from  his  Malibu  office. 

You 've  been  a  purveyor  of  "cool"  in  America  for  a  long  time  novo. 
Have  you  ever  been  turned  away  at  the  door? 
I'm  sure  I've  been  turned  away.  But  not  recently.  Not  since 
I've  been  in  the  business. 

So  is  there  one  thing  that  you  feel  is  essential for  a  bar  to  succeed? 
You  have  to  have  the  right  people  working  there.  My 
properties  really  become  the  "neighborhood  bar."  They  just 
happen  to  be  high-profile  and  hip,  but  everyone  knows 
everybody.  All  the  customers  know  the  employees.  We  know 
what  they  drink,  and  we're  going  to  protect  everyone's 
privacy.  We're  not  going  to  talk  about  them  to  the  papers. 

Not  even  Page  Six? 

No,  no,  no,  no.  Customers  know  that  they're  safe  when  they 
come  to  our  places. 

YoU  have  bars  all  across  the  country.  What  city  would  you  say 
parties  the  hardest? 

I  would  say  Las  Vegas.  I  think  everyone  goes  there  for  the 

same  reasons — the  entertainment,  the  drinking,  the 

great  restaurants,  clubs,  shows,  casinos.  It's  really  just  about 


having  a  good  time.  In  New  York,  we  get  a  very  big  afte 
work  crowd  and  we  get  a  high-profile  nighttime  crowd. 
In  Los  Angeles,  people  don't  really  drink  after  work.  Th 
come  in  later  in  the  night. 

You're  opening  a  new  venue  in  Las  Vegas  in  April? 
Right  now  I'm  building  a  big  club  and  pool  area  at  Red 
Casino. ..with  the  biggest,  greatest  lighting  and  sound  sy 
of  any  club  anywhere  in  the  world. 

And  construction  on  Las  Ramblas — your  real-estate  project 
George  Clooney — begins  later  this  year just  off the  Strip.... 
That's  a  hotel,  casino,  spa  and  some  condominiums.  We 
still  in  the  design  process,  but  it's  going  to  be  about  25  a 

It's  based  on  Las  Ramblas  boulevard  in  Barcelona. 
We  wanted  to  do  a  street  with  some  great  little  outdoor  c 
And  where  you  can  go  and  have  a  panini,  and  you  know 
guy  working  there.  Our  own  neighborhood  is  what  we  w 
to  create — just  to  be  able  to  go  outside  and  sit  at  a  little  c: 
and  have  a  cappuccino,  to  be  able  to  walk  out  of  your  con) 
minium  or  out  of  the  hotel  and  down  the  street  and  have 
little  stores  and  cafes  and  parks. 

Do  you  head  inside  to  gamble  much  when  in  Vegas? 
Not  at  ail!  The  only  time  I  gamble  is  when  my  friends  cc 
into  town  and  we  sit  at  a  table. 

Let's  say  a  bar fight  breaks  out.  It's  you  and  your  wife,  Cindy 
Crawford,  versus  Donald  and Melania  Trump,  versus  Seal ■ 
Heidi  Klum.  Who  wins? 

Fights  don't  break  out  in  my  bars.  But  hypothetically? 
Donald,  because  ten  of  his  bodyguards  jump  in!  • 
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Chapter  28  In 


vesting  far  Retirement 


^vVhen  most  investors  start  out  on  the  marl  ^ 

the  road  to  retirement,  the  only  thing  they 
can  see  is  where  they  want  to  end  up.  Yet  what^u  ■ 

,    ,  P    et>Whatthey  should  really  be  watching 

is  how  much  they  re  being  charged  to  make  the  trin  R  .  . 

b         icikc  cne  trip.  Because  when  it  comes  to 
fees  and  expenses,  the  little  things  can  really  add  up. 

For  example,  take  a  hypothetical  fund  with  an  expense  ratio  of  1.3  percent 
versus  one  with  an  expense  ratio  of  just  0.3  percent.  Applied  to  a  rollover 
investment  of  $100,000,  returning  8o/0  before  and  compounded 

over  15  years,  the  difference  adds  up  ro  $41 ,934.  That's  a  hefty  toll  to  pay 
when  the  goal  is  to  retire. 

If  you'd  like  to  save  more  and  simnliA/      ;~         c  ^  .  , 

7  iu  simpiiry  the  journey  from  start  to  finish, 

call  us  at  1-800-523-1883,  or  visit  us  atVanguard.com? 

We  can  help.™ 


1-800-523-1883 

www.vanguard.com 


Vanguard 


all  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 
3ad  and  consider  it  carefully  before  investing.  Mutual  funds  are  subject  to  risk.  ©2006  The  Vanguard  Group,  Inc.  All  rights  reserved, 
nguard  Marketing  Corporation,  Distributor. 


ZENITH 

SWISS   WATCH  MANUFACTURE 

SINCE  1865 


ME  AP 


Eilhona 


es 


•4  AYRE  |  CANADA    ■  '  . 

S1  BILLION     ►U  |  HONG  KONG 


ET  DUBAI— 

j  PORT  SECURITY 


ii.'...i..iM...,:.im!,.S  bur™«aME 

BUpBffllE  PUBL  LIB  MAR  ,  o  ,nnc 

480  PRIMROSE  RO  '  S 

BURLIIMIECft   54010-4C  LIBHARY 


Intercontinental  Hotels  Group  called  for  IT  servi 
and  improving  help  desk  services  to  reduce  on-s 


xerox.com/learn  1-800-ASK-XEROX  ext.  LEARN 

©2006  XEROX  CORPORATION.  All  rights  reserved.  XEROX*  and  There's  a  new  way  to  look  at  it*  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries. 


ox  responded  by  delivering  system  upgrades 
ts.  Savings?  $1.2M.  There's  a  new  way  to  look  at  it. 

XEROX 


Technology 


Document  Management     Consulting  Services 


With  Sybase®  software,  the  PRC  Ministry  of  Railways  developed  an 
innovative  ticket  sales  and  reservation  system  that: 


C   Processes  passenger  traffic  of  more  than  one  billion  people  a  year, 

helping  to  reduce  long  lines  and  enhance  customer  satisfaction 

[j   Handles  up  to  5,000  ticket  requests  simultaneously,  keeping  seat 
utilization  ratios  on  hundreds  of  daily  departures  at  maximum  levels 

d   Captures  and  analyzes  passenger  data  on  national,  regional  and  local 
levels,  improving  rail  car  efficiency  across  the  72,000-kilometer  network 


Replacing  an  outdated,  paper-based  ticketing  system  that  supports  one  of  the  largest  railway  networks  in  the  world  is  a  monumental  task. 
That's  why,  when  the  People's  Republic  of  China  (PRC)  Ministry  of  Railways  wanted  the  right  technology  partner,  they  chose  Sybase. 
Using  Sybase  Adaptive  Server®  Enterprise,  Sybase®  10,  and  Replication  Server®  software,  the  PRC  created  an  information  edge  that  enables 
aassengers  to  purchase  round-trip  or  one-way  tickets  from  24  regional  ticket  centers,  510  booking  systems  and  over  5,000  counter  terminals. 
That  means  customers  are  happier.  Employee  productivity  is  up.  And  trains  are  filled  with  people. ..and  profits,  www.sybase.com/infoedge5 


Copyright  ©2006  Sybase,  Inc  All  rights  reserved  Sybase,  the  Sybase  logo,  Adaptive  Server  and  Replication  Server  are  trademarks  of  Sybase,  Inc 
•  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners. 


Sybase 


o  you  run  the  numbers? 
Or  do  they  run  you? 


ryone  has  data.  Leaders  know  what  to  do  with  it. 
see  how  Accenture  can  help  your  business  be  a 
h-performance  business,  visit  aceenture.com 

suiting  •  Technology  •  Outsourcing 


accenture 

High  performance.  Delivered 
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You're  Not  Buying  A  Car. 

You're  Buying  A  Belief. 


THE  NOTION  OF  BUILDING  A  MERCEDES-BENZ  HAS  ALWAYS  BEEN  AN  EXCEPTIONALLY  MEANINGFUL  ENDEAVOR. 
MORE  THAN  MAKING  A  MACHINE,  WE  ARE  UPHOLDING  AN  IDEAL.  MORE  THAN  SIMPLY  TURNING  OUT  NEW 
MODELS,  WE  ARE  ADVANCING  AN  ENTIRE  INDUSTRY  WITH  EVERY  NEW  INNOVATION. 


From  the  very  beginning,  from  the  moment  we 
built  the  first  automobile  back  in  1886,  the  world 
was  watching.  Learning.  Adoring.  We  won  races, 
design  awards  and  recognition  for  safety  develop- 
ments. In  turn,  we  earned  the  respect  of  every  true 
automobile  aficionado  the  world  over. 


2006  will  be  no  different.  The  introduction  of  the 
  Unlike  any  other. 


new  S-Class  will  once  again  raise  the  industry  to 
new  heights.  In  technology,  design,  performance  and 
luxury,  the  car  unveils  an  altogether  unprecedented 
level  of  achievement.  And  demonstrates  a  belief 
that  as  long  as  we  strive  for  the  highest  possible 
level  of  integrity  in  everything  we  do,  there  will  be 
people  on  this  earth  who  appreciate  it. 


Mercedes-Benz 


MBUSA.c 


Model  shown  2007  S550  For  more  information,  call  1-SOO-FOR-MERCEDES,  or  visit  MBUSA.com. 
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111  |  The  World's  Billionaires 

This  year's  list  has  a  record  membership  of  793, 
up  102  from  last  year.  They're  worth  a  combined 
$2.6  trillion.  Edited  by  Luisa  Kroll  and  Allison  Fass 

112  |  Cyber  Bookie 

Calvin  Ayre  sticks  it  to  Uncle  Sam. 
By  Matthew  Miller 

119  1  Billionaires  Top  20  Gatefold 

The  20  richest  people  in  the  world  hail  from  10  nations 
and  make  their  money  in  9  different  industries. 
Common  thread:  Most  of  them  are  self-made. 

128  |  A  Common  Touch 

Roustam  Tariko  came  out  of  nowhere  to  build  a 
fortune  by  turning  middle-class  Russians  into 
debt-addicted  consumers.  By  Michael  Freedman 

132  |  Czech  Mate  By  Tomas  Kellner 

138  |  Neat  Fortune  ByTatianaSerafin 

140  I  Crude  Awakening 

Canadian  wildcatter  Murray  Edwards  is  leading  the 
charge  into  the  hemisphere's  next  great  energy 
supply — oil  sands.  By  Nathan  Vardi 

150  Former  Lives  Global  Markets 


156   Inseparable  By  Matthew  Swibel 

158  |  GOOd-Bye  By  Helen  Coster 

160  |  Bigger  Than  Yours 

In  the  world  of  megayachts,  less  is  not  more. 
By  Kiri  Blakeley 

164  L Emerging  Market  Gold  Mine 

How  do  three  old  friends  build  a  business  empire  in 

Kazakhstan?  fust  as  in  Russia  -  buy  assets  on  the 

v  •'V'-lXjflWi*.'"'  >•»    '*»£.  La** 
cheap.  By  Tatiana  Serafin 

168    Bad  Blood  By  Naapneen  Karmali 
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Side  Lines  

Acme  Mutual  Funds 

How  does  Wile  E.  Coyote  invest 
his  money?  Although 
I  cannot  recall 
any  Road  Runner 
episode  specifically 
about  portfolio  man- 
agement, I  have  a  no- 
tion of  how  the  luckless  | 
predator  might  have  fared. 
He  is  looking  over  his  , 
shoulder  at  where  he  has  | 
been  while  the  jet-pro-  \ 
pelled  vehicle  he  is  riding 
takes  him  forward,  right  over  a 
cliff.  That  is,  by  and  large,  how  investors  select  their  funds.  1 
look  over  their  shoulders  at  the  recent  past  and  invest  t 
money  accordingly. 

In  1999  the  hottest  fund  family  on  earth  was  Janus  beca 
in  the  recent  past,  its  high-momentum  funds  had  done  so 
That  year  investors  poured  $  1 1  billion  into  Janus  Twenty  Fii 
which  put  the  money  into  stocks  like  America  Online,  then  g 
for  220  times  earnings.  The  cliff  was  a  short  ways  off.  In  the 
six  years  this  fund  has  averaged  an  annual  return  of  negative 

"Past  performance  is  no  guarantee  of  future  results,"  say 
stock  phrase  in  the  mutual  fund  ad.  But  then  the  fund  oper 
goes  and  tells  you  the  past  performance  anyway.  A  shame  th 
no  column  showing  what  the  future  performance  will  be. 

Todays  hot-hot  fund  sector  is  emerging  markets.  The  mc 
is  pouring  in  because,  as  Lisa  Hess  details  in  her  column 
page  188,  the  recent  performance  has  been  good.  With  \ 
Street  now  much  more  trusting  of  countries  like  Russia,  Me: 
and  Argentina,  the  yield  on  IOUs  issued  by  the  average  dubi 
country  is  down  to  only  two  points  above  the  yield  on  U.S.  T 
surys.  Yield  spreads  used  to  be  much  higher.  Now,  when  yi< 
go  down,  prices  of  existing  bonds  go  up.  That  price  gain  tu 
into  a  past  performance  number,  a  fabulous  18%  a  year  on 
closed-end  fund  Hess  mentions.  So  Wile  E.  Coyote  loves  emi 
ing  debt  funds. 

Here  is  a  rare  case  where  we  can  do  more  than  say  past  j 
formance  is  no  guarantee  of  future  results.  We  can  say  it  is  an 
but  ironclad  indication  of  opposite  results  in  the  future.  If  a  n 
bond  yields  7%,  that  7%  is  the  most  you  can  get.  And  a  7%  ret 
assumes  that  the  emerging  market  dictators  who  are  borrow 
money  turn  into  little  angels  and  stop  stiffing  foreign  lend 
This  is  a  heroic  assumption.  A  realistic  projection  of  the  fut 
return  on  a  7%  bond,  held  to  maturity,  is  somewhere  in  the  ra 
of  minus  100%  to  plus  7%.  I  guarantee  its  not  going  to  be  18( 
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Readers  Say 
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Creation  Theory 


America's  small  businesses  drive  our  economy,  yet  Veronique  de  Rugy,  ii 
"Small-Firm  Idolatry"  (On  My  Mind,  Mar.  13,  p.  34),  discounts  clear  data  doc 
umenting  how  important  small  business  is  to  job  creation.  Data  released  ii 
December  by  the  Bureau  of  Labor  Statistics  (BLS)  show  that  over  the  last  l] 
years  small  business  has  created  65%  of  the  net  new  jobs  in  our  economy.  Ms 

de  Rugy  says  these  jobs  relate  to  a  handful  q 
firms  that  move  between  definitions  of  larg 
and  small  companies.  However,  the  BI.S  studj 
used  dynamic  data  as  a  way  to  account  for  thi 
movement — and  job  creation  numbers  helc 
up.  From  September  1992  through  March 
2005  firms  with  fewer  than  500  employees 
accounted,  on  average,  for  65%  of  quarterly  ne 
employment  growth,  representing  13.5  millior 
out  of  20.6  million  net  jobs  created  by  thfl 
entire  private  sector. 

THOMAS  M.  SULLIVAN 
Chief  Counsel  for  Advocacy 
U.S.  Small  Business  Administration 
Washington,  D.C 


Doubtful:  Veronique  de  Rugy. 


Worth  the  Weight? 

Kenneth  L.  Fisher  says  in  "I  Still  Hate 
Funds"  (Jan.  30,  p.  120)  that  over  the 
long  term  the  average  funds  return  fell 
short  of  benchmarks  like  the  S&P  500 
index.  But  in  calculating  the  "average" 
performance  of  active  funds,  such 
returns  are  "equal-weighted."  The  flawed 
assumption  is  that  managers  oversee 
equal  amounts  of  money  and  that  over 
time  investors  are  naive  enough  to  give 
equal  amounts  of  money  to  poor  man- 
agers as  they  are  to  better  ones. 

For  example,  let's  say  there  are  three 
managers  with  returns  of  10%,  4%  and 
4%.  Using  a  traditional  calculation,  one 
would  conclude  that  the  "average"  return 
of  these  active  managers  was  6%.  How- 
ever, suppose  the  better  manager  oversees 
$1  million,  and  the  other  two  manage 
$50,000  apiece?  The  weighted  average 
performance  is  9.5%.  If  for  the  same 
period  the  S&P  500  index  returned  9%, 
the  traditional  calculation  would  find 
that  the  average  active  manager  return  of 
6%  did  not  outperform  the  market,  but 
the  average  return  to  investors  with 


active  managers  was  actually  9.5%,  bi 
ing  the  market's  performance.  If 
average  return  of  such  managers 
calculated  by  weighting  the  amouru 
funds  under  management,  a  differ 
picture  would  emerge. 

ALEXANDER  J.  CUDZEW 
Scottsdale,  A 


Air  Rage 


I  was  angered  and  incensed  after  read 
"The  British  Are  Coming!"  (Feb. 
p.  51 ).  Your  story  notes  that  four  of 
largest  airlines  have  jettisoned  their  p1 
sion  liabilities  by  transferring  then" 
American  taxpayers.  Why  are  airll 
pension  liabilities  any  different  from 
pensions  promised  by  many  other  fai 
companies?  Should  taxpayers  really  h 
to  pay  for  them?  Bankruptcy  is  s» 
posed  to  divide  the  assets  among 
creditors.  If  pension  promises  are  equ 
alent  to  valid  creditors,  their  clail 
should  be  handled  the  same  as  all  ofh 
and  simply  shown  on  the  balance  sh 
as  a  liability. 

IRVING  FENS! 
Tulsa,  Oh 
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I  you  want  to  express  your  devotion  to  The  Dow,  nothing  says  it  like  Diamonds  (DIA).  Exchange  traded  funds 
|  that  give  you  30  blue  chips,  the  entire  Dow  Jones  Industrial  Average,  in  every  single  share.  They're  tax  efficient, 
lave  low  management  fees,  too.  Like  stocks,  Diamonds  can  be  traded  all  day  long,  are  subject  to  similar  risks, 
of  course,  your  usual  brokerage  commission  applies.  Ask  your  advisor  for  details.  Or  forever  hold  your  peace. 
/.DowDiamonds.com.  Ticker  symbol  Amex:DIA.  The  30  blue-chip  companies  of  The  Dow  in  every  share. 
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ate  Street 
.obal  Advisors 
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THE   DO  W  INDUSTRIALS 


DIAMONDS 


HnaM     An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefully  before  investing. 
^         To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.DowDiamonds.com  or  call  1-800-843-2639.  Please  read 
RI(;AN     tne  prospectus  carefully  before  investing.  Dow  Jones  Industrial  Average,™  The  Doww  and  Diamonds*  are  trademarks  of  Dow  Jones  & 
KxcuAw.K     Company,  Inc.,  licensed  for  use  by  State  Street  Global  Markets,  LLC.  Diamonds  are  not  sponsored,  endorsed,  sold  or  promoted  by  Dow 
Jones  and  Dow  Jones  makes  no  representation  regarding  the  advisability  of  investing  in  Diamonds.  ©2006  State  Street  Corporation 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  Diamonds  Trust,  a  unit  investment  trust. 
DIA000101 


RECRAFTING. 
THE  RETURN 
ON  A  GREAT 
INVESTMENT. 


Return  your  worn  Allen-Edmonds  shoes 
to  their  original  glory  with  Allen-Edmonds 
Recrafting!''  We  use  the  same  techniques 
when  Recrafting  your  shoes  that  we  used  in 
their  original  construction.  Simply  mail  us 
your  worn  Allen-Edmonds  shoes.  Visit 
www.allencdmonds.com  to  download 
a  postage-paid  mailing  label.  For  more 
information  on  Recrafting,  visit  your  nearest 
Allen-Edmonds  dealer  or  call  1-877-495-5564. 


Allen 


Hi 


dmonds 

allenedmonds.com 


Readers  Say 
Senior  Savior 

"A  Gold  Mine  in  Golden  Years"  (Feb.  13, 
p.  79)  leads  one  to  believe  that  the  only 
way  for  people  with  severe  dementia  to 
get  quality  care  is  to  find  a  facility  like  the 
Silverado  Senior  Living  home,  costing  up 
to  $9,600  a  month.  One  alternative,  which 
has  been  operating  since  1874,  is  Steere 
House  Nursing  Home  &  Rehabilitation 
Center  in  Providence,  R.I. 

My  father  suffered  a  heart  attack, 
three  strokes,  then  another  heart  attack. 
My  mother  has  dementia  with  Lewy 
bodies,  a  largely  unknown  disease  but 
now  recognized  by  the  medical  commu- 
nity as  the  second-most-common  form 
of  elderly  dementia.  When  looking  for 
quality  care  for  my  parents,  my  siblings 
and  I  chose  Steere  House  because  it 
offered  two  levels  of  dementia  care  for 
our  mother,  something  not  found  in 
many  assisted-living  facilities.  Steere 
House's  dementia  units  don't  use  physical 
restraints  or  mind-numbing  sedatives. 
The  staff  practices  old-fashioned  hand- 
holding  blended  with  modern,  innovative 
care.  In  the  end,  Steere  House's  end-of-life 
hospice  care  gave  my  father  the  most 
peaceful  passing  possible.  I  could  not 
have  asked  for  better  emotional  or  phys- 
ical care  for  my  parents. 

RONELLE  GENSER 
President 

Genser  International  Consulting 
Atlanta,  Ga. 

Misalignment? 

In  "Henry  Ford's  Will"  (Feb.  27,  p.  48)  your 
characterization  of  Ford  Motor  Co.'s 
financial  performance  in  2005  was  mis- 
leading. The  story  states  that,  "GM,  with 
no  supervoting  shares,  is  losing  even  more 
money."  This  description  implies  that 
Ford  reported  a  loss  in  2005,  when  in  fact 
the  company  reported  profits  of  $2  billion. 
Although  Ford  and  GM  face  many  com- 
mon challenges,  it  is  careless  to  lump 
together  the  financial  positions  of  both 
companies. 

DON  R.  LECLAIR 
Chief  Financial  Officer 
Ford  Motor  Co. 
Dearborn,  Mich. 


SLEEP  RACKE 


Drowsy  Drivers 

In  "The  Sleep  Racket"  (Feb.  27,  p.  81 
hope  readers  do  not  see  our  company ; 
lighthearted  or  opportunistic  venture.  I 
quite  possible  that  our  service  is  m 
valuable  than  any  of  us  immediately  re 
ize.  Your  article  mentioned  the  terril 
number  of  traffic  accidents  and  fatalii 
that  result  from  drivers  falling  asleep 
the  wheel.  One  of  the  many  examples 
how  we  actually  help  save  lives:  A  gem 
man  came  to  our  store  a  few  days  bef 
Christmas.  He  was  exhausted  and  face 
two-hour  drive  home.  As  is  our  custc 
we  stayed  open  later,  allowing  him  to 
some  much  needed  rest.  Did  we  save 
life,  or  the  lives  of  other  motorists?  No  c 
can  say  for  sure,  but  it's  possible.  We 
very  proud  of  that. 

STEEV  RAMSDB 
Chief  Executive,  PowerNap  Sleep  Cent 
Bloomington,  Mh 

Platinum  Recasting 

In  "Private  Inequity"  (Mar.  13,  p.  8< 
stated  that  Alec  Gores  is  chairman  of  Pi 
inum  Equity.  In  fact,  he  is  chairman  of  t 
Gores  Group;  younger  brother  Tom  Goi 
is  chairman  of  Platinum  Equity. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


28      FORBES      MARCH  27,  2006 


"ISN'T  HE  CUTE?"  USED  TO  BE  A  PERFECTLY  ACCEPTABLE 
REACTION  WHEN  YOU  ENTERED  A  ROOM. 


days,  however,  you 
>refer  something 
along  the  lines  oi, 
he  a  distinguished 
g  gentleman?''  And 
ve  the  shoes  that  can 
nake  that  happen, 
dually  handcrafted 
aert  shoemakers 
rt  Washington, 
>nsin,  each  pair  of 
Edmonds  goes 


through  a  212-step  process. 
Not  210.  Not  211. 212.  As 
for  materials,  we  use  only 
the  world's  finest  leathers. 
Remarkably,  all  diar  style 
wont  cost  you  anything  in 
the  comfort  department. 
Our  360-degree  welt 
offers  superior  comfort 
and  flexibility  while  our 
signature  cork  lining 
forms  to  your  foot  for 


a  custom  fit.  And  we  offer 
styles  ranging  in  size  from 
6-16  and  widths  AAA  to 
EEE.  What's  more,  our 
shoes  have  been  made  here 
in  the  United  States  since 
1922.  Long  before  people 
called  you  cute. 


7v.  .  .  / 


There  are  other  roadsters  almost  kind  of  like  it 


In  an  instant,  thoughts  of  all  else  fall  away.  This  is  what  a  roadster  was  meant  to  be.  Mid-mount 
engine.  Perfect  balance.  Exactly  two  seats.  A  race-bred  chassis  winding  along  blissfully  twisting  roads. 
In  the  open  air  the  sweet  hum  of  its  flat  six  tells  you  this  is  the  one.  Porsche.  There  is  no  substitute. 


The  Boxster.  Starting  i  15,000 


ict  and  Comment 

Steve  Forbes,  Editor-in-Chief 
ith  all  thy  getting  get  understanding" 


J 


Too  Much  Is  Never  Enough 


-NEVER  POLITICIANS  TALK  ABOUT  STREAMLINING  OR  HAR- 
shizing  taxes,  clutch  your  wallets  and  pocketbooks— it's  going  to 

you  money  Nineteen  states  have  agreed  to  the  so-called  Stream- 
id  Sales  &  Use  Tax  Agreement  (SSUTA),  which  became  effec- 
l  with  Uttle  pubhcity,  last  fall.  The  goal  is  to  "level  the  playing 
i"  for  all  retailers  when  it  comes  to  charging  sales  tax  on  what 
I  sell.  "Main  Street"  stores  have  to  collect  sales  tax,  while  Ama- 
;com  does  not.  The  states  want  to  get  around  a  1992  Supreme 
>irt  decision  that  said  states  and  other  localities  cannot  collect 

I  tax  on  purchases  made  via  phone,  catalog  or  online  unless 
seller  has  a  meaningful  physical  presence  in  the  buyers  state. 
[There  are  more  than  7,000  sales  tax  jurisdictions  in  the  U.S. 
|  SSUTA  is  meant  to  reconcile  state 
B-and-use  tax  rules  and  bring  uni- 
pity  to  the  definition  of  items  in 
sales-tax  base.  The  agreement  will 
posedly  provide  a  uniform  sales- 
:ollection  system  that  would  apply 

II  retailers,  online  and  offline  alike. 
States  and  municipalities  cry  that 
luse  of  purchases  being  made  on  the 
met  they  are  losing  billions  of  dol- 
every  year  in  tax  receipts.  Under  the 
istitution,  however,  the  states  can't 
:e  agreements — or  compacts,  as  the  Constitution  calls  them — 
i  one  another  without  the  consent  of  Congress.  So  the  SSUTA 
oluntary;  retailers  can  thumb  their  noses  at  it.  However, 
Senators  Mike  Enzi  (R-Wyo.)  and  Byron  Dorgan  (D-N.D.) 
rushing  legislation  that  would  give  the  SSUTA  the  backing  of 
ral  law,  turning  a  voluntary  project  into  a  mandatory  one. 
The  notion  of  using  the  word  "simplicity"  in  this  exercise 
:es  one's  eyes  roll.  There  will  still  be  at  least  7,500  jurisdictions 
possibly  15,000  different  tax  rates.  Sellers  will  have  to  employ 
iplex  technology  to  figure  out  the  appropriate  rate  for  an  infi- 
variety  of  products  and  services  and  then  whom  to  send  the 
ley  to  and  when;  there  will  be  multiple  deadlines.  Moreover, 
;s  will  remain  free  to  tweak  their  own  sales-tax  rules. 

The  compliance  costs  will  be  a  crusher  for  small  businesses. 
TA  advocates  assume  tech  companies  will  come  up  with  the 
ropriate  hardware,  software  and  training  programs.  Enzi  and 
gan  accept  the  principle  that  certain  retailers  should  be 


Wal-Mart  and  other  retailers  strive  to  cut  prices — the 
antithesis  of  pols'  penchant  for  raising  taxes. 


exempt  from  the  program.  However,  the  two  can't  agree  on  what 
constitutes  a  small  business. 

More  to  the  point,  SSUTA  supporters  make  some  rather  Utopian 
assumptions  regarding  how  small  businesses  would  be  compensated 
when  complying  with  such  a  system.  They  talk  about  a  compen- 
sation on  the  range  of  3%  of  the  tax  collected.  Assuming  a  7%  sales 
tax,  that  works  out  to  about  one-fifth  of  1  %  of  a  product's  price  being 
rebated  to  cover  the  costs  of  collecting  and  remitting  the  taxes.  Such 
a  tiny  amount  isn't  realistic.  Sellers  are  going  to  get  stuck  with  unre- 
imbursed costs.  The  bigger  guys  will  have  no  problem,  of  course.  But 
struggling,  startup  entrepreneurs  will  be  hit  hard.  More  than  700,000 
people,  for  example,  have  thriving  businesses  selling  stuff  on  Ebay. 

Given  its  complexity,  why  is  this 
scheme  necessary?  Unless  Internet 
and  catalog  purchases  are  taxed,  the 
states  and  localities  will  have  to  raise 
income  and  property  taxes,  pols 
moan.  Forget  for  a  moment  that 
shipping  costs  often  offset  tax  advan- 
tages for  so-called  remote  sellers,  that 
because  of  convenience  and  ease  the 
Internet  also  creates  extra  commerce 
that  would  not  otherwise  occur  and 
that  this,  in  turn,  creates  jobs  and 
thereby  tax  revenue  for  governments.  How  big  is  the  actual  prob- 
lem that  the  SSUTA  is  supposed  to  address?  Answer:  not  very. 

Internet  retail  sales  barely  exceed  2%  of  total  retail  sales.  In 
the  fourth  quarter  of  last  year,  for  example,  total  retail  sales  were 
$960.3  billion.  The  Internet  accounted  for  all  of  $22.9  billion.  Year- 
over-year  online  retail  sales  grew  a  tad  more  than  $4  billion  that 
quarter,  while  traditional  purchases  expanded  some  $50  billion. 

As  for  the  alleged  crisis  in  government  revenues — it's  an  utter 
myth.  During  the  1990s  state  and  municipal  tax  receipts  mush- 
roomed. Even  during  the  2000-01  recession  their  absolute  rev- 
enues increased:  In  no  year  since  2000  have  those  revenues  actu- 
ally declined.  In  fact,  since  the  Bush  tax  cuts  of  2003,  state  and 
local  takings  have  burgeoned,  just  as  they  have  on  the  federal  level. 

The  whole  SSUTA  action  is  pure  political  piggishness,  a  mech- 
anism to  make  it  easier  for  politicos  to  boost  rates  in  the  future.  Con- 
gress should  not  sanction  this  ploy  and  if  it  does,  President  Bush  should 
dust  off  that  so  far  unused  tool,  the  veto,  and  actually  exercise  it. 


Here  We  Go  Again 

ER  DEFAULTING  ON  ITS  DEBTS  AND  THEN  STIFFING  CREDI-  seemed  economic  crime  paid.  Now,  however,  the  proverbial 
;  for  most  of  their  principal  several  years  ago,  Argentina  chickens  are  coming  home  to  roost.  This  country,  which  a  cen- 
)yed  a  brief  spurt  of  rapid  economic  growth.  For  a  while  it     tury  ago  was  one  of  the  richest  in  the  world,  is  once  again  headed 


MARCH  27,  2006       FORBES  31 


Fact  and  Comment 


for  severe  economic  trouble.  Despite  experiencing  three  years  of 
9%  annual  growth  rates,  most  Argentineans  are  no  better  off 
today  than  they  were  when  the  peso  tumbled  in  2001-02.  This 
collapse  was  precipitated  by  destructive  economic  policies  pre- 
scribed by  the  IMF,  which  recommended  higher  taxes  and  let- 
ting the  peso  plunge  in  value  against  the  dollar. 

Today  Argentina  is  again  being  racked  by  a 
too  familiar  disease:  inflation.  And  as  usual  the 
incumbent  government  is  responding  with  price 
controls  that  will  only  breed  crime,  create  short- 
ages and  contort  and  eventually  grind  the  econ- 
omy to  a  halt.  (In  the  1990s  Argentina  actually 
adopted  some  sensible  policies,  and  guess  what? 
Inflation  ceased,  investments  flowered,  and  the 
economy  blossomed.  But  by  the  end  of  the 
decade  toxic  actions,  such  as  increasing  taxes, 
were  setting  the  stage  for  a  calamitous  relapse.) 

As  the  government's  currency  printing 
presses  work  overtime,  President  Nestor  Kirchner — a  thuggish 
pol  in  the  tradition  of  Juan  Peron,  whose  populist  policies  in  the 
1940s  and  1950s  helped  destroy  Argentina's  prosperity — works 


Argentina's  economy  will  be  giving 
Kirchner  unpleasant  surprises. 


ever  more  feverishly  imposing  price  ceilings  on  an  expan«i 
array  of  products.  Companies  are  being  browbeaten  into  sigjl 
"price  agreements."  It's  all  been  done  before  and  will  lea<| 
hyperinflation  and  economic  smashups. 

Argentina  continues  to  shoot  itself  in  the  foot  in  other  v\J 
The  country  has  slapped  high  export  duties] 
instance,  on  beef  in  an  attempt  to  alleviate  shj 
ages  at  home.  Taxes  remain  high.  Needed  in\J 
ments  are  not  being  made.  No  wonder  KircH 
cozies  up  to  Castro  and  Castro  Mini  Me  Hi 
Chavez,  Venezuela's  dictator,  and  Boli'l 
wannabe  strongman,  Evo  Morales. 

Latin  American  leaders  have  a  long  tradi  I 
of  blaming  Uncle  Sam  for  their  woes.  And,  indl 
Washington  is  culpable  to  the  extent  that  it  has| 
curbed  the  antigrowth  proclivities  of  the 
(thankfully  both  Argentina  and  Brazil  no  lorl 
owe  this  agency  money  and  thus  can,  if  they  v\J 
pursue  sensible  economic  policies)  and  our  own  Treasury  Dep| 
ment,  which  remains  in  thrall  to  the  belief  that  high  taxes 
inflation-inducing  currency  devaluations  are  the  path  to  wealtl 


Two  Holmes  Runs 


BAKER  STREET  AFICIONADOS  WILL  ENJOY 
these  two  mystery  delights. 

The  Italian  Secretary:  A  Further  Adven- 
ture of  Sherlock  Holmes— by  Caleb  Carr 
(Carroll  &  Graf,  $23.95).  The  Conan  Doyle 
estate  commissioned  accomplished  novelist 
Caleb  Carr  to  write  a  Sherlock  Holmes  short 
story,  and  it  morphed  into  this  superb  novel. 
Carr  has  caught  Doyle's  style  and  added  a  few 
wonderful  and  plausible  twists  of  his  own. 

Holmes  and  Watson  end  up  working  with  Holmes'  even  more 
brilliant  brother,  Mycroft,  to  solve  a  couple  of  grisly  killings  at 
Queen  Victoria's  official  residence  in  Edinburgh,  Scotland,  Holy- 
roodhouse.  The  Queen  herself  has  been  the  target  of  a  rash  of  assas- 
sination attempts,  which  is  why  Mycroft,  a  confidant  of  hers,  gets 
involved.  Holmes'  cold  logic  goes  head-to-head  against  the  super- 
natural. (With  the  ghosts  comes  a  dollop  of  history— Mary,  Queen 
of  Scots,  had  an  Italian  secretary  named  David  Rizzio,  rumored  to 


ej"j~jjjjj^2J2J|»  murdered  Rizzio,  stabbing  him  mult 
Wm  times.)  There's  no  lack  of  action  or  of! 
macabre  and  exotic — a  pool  of  blood  t 
won't  dry,  a  flaming  corpse  and,  as  yo 
expect,  the  proverbial  hidden  staircasej 
Holmes  on  the  Range— by  St 
Hockensmith  (St.  Martin's  Press,  $22.* 
Sherlock  Holmes  is  indirectly  involved 
Hockensmith's  mystery.  A  couple  of  coj 
ful  cowboys,  brothers  Gustav  (Old  RJ 
and  Otto  (Big  Red)  Amlingmeyer  find  themselves  employed  i 
mysterious  ranch.  Foul  play  is  afoot,  and,  having  read  Watson's  i 
ries  about  his  illustrious  companion  in  magazines,  the  brotrj' 
employ  Holmesian  methods  to  try  to  solve  the  case  of  how 
albino  cowboy  turned  up  dead  in  a  locked  outhouse,  as  weL 
another  death  that  looks  accidental — but  isn't.  The  brothers'  adv 
ture  involves  plenty  of  sleuthing  and  many  unusual  charact* 
including  an  English  lord  and  a  man-eating  mountaineer  ajj 


have  been  her  lover.  Mary's  jealous  husband  and  some  confederates     named  Hungry  Bob.  A  wild,  well-told  western  mystery. 


RESTAURANTS:  GO, 


.STOP 


Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Pascalou— 1308  Madison  Ave.,  between  92nd  and  93rd  streets 
(Tel.:  212-534-7522).  This  bi-level  space  is  tiny,  but  the  selection 
of  dishes  on  the  menu  is  extensive,  varied  and  uniformly  deli- 
cious—Italian and  French  specialties,  some  with  Asian  fusion 
touches.  Favorites:  stuffed  roast  chicken  and  salmon  Wellington. 

Manhattan  Grille— 1 161  First  Ave.,  between  63rd  and  64th 
streets  (Tel.:  212-888-6556).  This  once  fine  steak  house  has  seen 


better  days.  Steaks  and  chops  are  still  first-rate,  but  any  depar 
tures  from  the  basics,  like  oysters  Rockefeller  or  the  bouillabaisse 
are  overpowered  by  the  most  prosaic  and  boring  interpretations 
•  Piola— 48  East  12th  St.  (Tel.:  212-777-7781).  East  Village 
eatery  specializing  in  pizza  baked  in  a  wood-burning  ovem 
Crusts  are  thin  and  crispy,  and  the  choice  of  toppings  is  dizzy 
ing.  Great  salads  and  wonderful  carpaccio  to  start. 
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And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 


If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.' 


<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
.Chubb,  Box  1615,  Warren.  NJ  07061-1615.  ©  2005  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


Other  Comments 


These  are  the  times  that  try  men's  souls.  The  summer  soldier  and  the  sunshine 

patriot  will,  in  this  crisis,  shrink  from  the  service  of  their  country; 
but  he  that  stands  it  now,  deserves  the  love  and  thanks  of  man  and  woman. 

—THOMAS  PAINE 


Stellar  Record  Zero.  That's  the  number  of  substantiated 
USA  Patriot  Act  civil  liberties  violations.  Extensive  congressional 
oversight  found  no  violations.  Six  reports  by  the  Justice  Depart- 
ments independent  inspector  general,  who  is  required  to  solicit 
and  investigate  any  allegations  of  abuse,  found  no  violations. 
Intense  public  scrutiny  has  yet  to  find  a  single  civil  liberty  abuse. 
Despite  many  challenges,  no  federal  court  has  declared  uncon- 
stitutional any  of  the  Patriot  Act  provisions  Congress  is  renewing. 
Building  upon  this  stellar  record,  congressional  negotiators 
added  more  than  30  civil  liberty  safeguards  not  included  in  cur- 
rent law  to  ensure  that  the  Patriot  Act's  authorities  would  not  be 
abused  in  the  future.  Remarkably,  that's  still  not  enough  for  some. 
—REPRESENTATIVE  F.  JAMES  SENSENBRENNER  JR.  (R-WIS.), 
chairman,  House  Judiciary  Committee,  USA  Today 

Climb  Off  This  Bandwagon  The  real  danger 

of  the  [Streamlined  Sales  and  Use  Tax  Agreement's]  national  sales 
tax  system  is  that  it  is  highly  prone  to  driving  up  sales  tax  rates. 
Delegating  that  tax-hiking  power  to  a  politically  unaccountable 
board,  as  the  SSUTA  does,  is  bad  government  and  bad  econom- 
ics. A  more  logical,  economically  productive  (and  revenue-effec- 
tive) response  would  be  the  supply- side  response:  cut  the  sales 
tax  as  much  as  possible  so  it  doesn't  make  that  much  difference 
which  sellers  are  liable  for  revenue  collections. 

Before  jumping  onto  the  tax  harmonization  bandwagon — the 
increasingly  popular  mantra  for  big-government  advocates  in 
Europe,  the  UN  and  the  United  States— the  states  and  Congress 
should  carefully  examine  what  policies  best  promote  national 
economic  growth.  More  taxes  are  seldom  the  answer. 

—GEORGE  A.  PIELER,  Institute  for  Policy  Innovation 


"Senator,  the  good  news  is  that  we  have 
a  draft  of  the  Tax  Simplification  Bill...." 


Tax-Revenue  Boom  The  nation's  strong  econ 

growth  is  creating  a  tax-revenue  boom  for  the  states.  State 
revenues  jumped  8.7%  in  2004  and  about  8%  in  2005.  Al 
three-quarters  of  state  governments  had  tax-revenue  growt 
6%  or  more  in  2005.  What  will  the  states  do  with  their  overt" 
ing  coffers?  During  the  revenue  boom  of  the  1990s,  st 
allowed  their  budgets  to  bloat  as  they  expanded  programs  sue 
Medicaid  to  unsustainable  levels.  When  the  recession  hit  in  I 
and  revenues  stagnated,  state  officials  moaned  that  they  \ 
innocent  victims  of  a  fiscal  crisis.  They  responded  by  hiking  t 
and  clamoring  for  more  aid  from  Washington. 

Only  a  few  years  into  the  current  boom,  some  states 
already  making  the  same  mistake  of  overspending. 

—CHRIS  EDWARDS,  Cato  Instil 
NationalReview. 

Nothing's  Free  Experience  is  a  good  teacher,  but 
sends  in  terrific  bills. 

—MINNA  ANTt 

Mirabile  Dictu  For  the  past  several  years,  I've  b 
condemned  as  an  "extremist"  for  advocating  nationality  pr< 
ing — unapologetically  applying  stricter  scrutiny  to  terror-sp 
soring  and  terror-sympathizing  countries  in  our  entrance,  im 
gration  and  security  policies. 

Now,  mirabile  dictu,  some  of  the  same  Democrats  who  1 
routinely  lambasted  such  profiling  are  rushing  to  the  floor 
Congress  and  in  front  of  TV  cameras  espousing  these  very  s; 
policies.  The  impetus:  the  White  House's  boneheaded  insiste 
on  ramming  through  a  $7  billion  deal  giving  United  Arab  E 
rates-owned  Dubai  Ports  World  control  over  significant  op< 
tions  at  six  major  American  ports  in  New  York,  New  Jersey,  f 
Orleans,  Baltimore,  Philadelphia  and  Miami. 

Make  no  mistake.  I  stand  with  critics  on  both  sides  of  the  i 
who  want  to  stop  the  secretive  deal  transferring  operations  of 
ports  to  the  UAE.  But  there  is  a  teachable  moment  here  1 
shouldn't  be  missed.  The  tone-deafness  of  the  White  Hous 
bad.  The  craven  political  opportunism  of  the  Democrats  is  wo 
—MICHELLE  MALKIN,  RealClearPolitics.t 

Hampering  the  War  Effort  "If  you  hamper 

war  effort  of  one  side,  you  automatically  help  out  that  of  the  ot 
Nor  is  there  any  real  way  of  remaining  outside  such  a  war  as 
present  one.  In  practice,  'he  that  is  not  with  me  is  against  me.' 
It  wasn't  George  Bush  who  said  that.  It  was  George  Orwe. 

—CLIFFORD  D.  MAY,  presidt 
Foundation  for  the  Defense  of  Democracies 
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Ernesto  Zedillo,  Former  President  of  Mexico 
dtor,  Yale  Center  for  the  Study  of  Globalization 


Latin  Blues 


IFICATION,  TINGED  WITH  DEPRESSION,  SEEMED  TO  COLOR  THE 

d  of  Latin  American  participants  at  Januarys  World  Eco- 
c  Forum  in  Davos.  Their  gloominess  stemmed  from  the  fact 
his  year  countries  in  the  region  were  receiving  minuscule 
tion  on  the  forums  program,  in  contrast  with  that  conferred 
ther  emerging  countries— India,  in  particular.  Furthermore, 
cant  comments  regarding  Latin  America  on  the  sidelines  of 
meetings  were  mostly  about  the  rhetoric  of  Bolivia's  new 
dent,  Evo  Morales,  and  the  striped  sweater  hed  worn  when 
ng  dignitaries  during  his  preinauguration  world  tour, 
neasiness  over  Latin  America  at  Davos  and  elsewhere  is 
d  in  the  region's  perennial  economic  underperformance 
he  strong  populist  tone  most  of  its  politicians  have  been 
:ng  in  recent  electoral  campaigns.  There  is  talk  of  an  old- 
oned  leftist  wave  sweeping  the  region.  The  fear  is  that  by 
fall,  when  this  cycle  of  national  elections  has  been  corn- 
el, a  large  number  of  governments  will  have  been  elected  on 
dibly  retrograde  and  demagogic  platforms  that  currently 
sway  over  large  numbers  of  voters. 

eived  Risks 

iders  seem  concerned  with  three  things  regarding  Latin 
rican  elections: 

pie  will  elect  the  candidates  who  campaign  on  the  most 
onsible  of  promises. 

didates  thus  put  in  office  will  try  to  do  as  they  promised. 
:s  conduct  will  once  again  bring  about  economic  disaster,  as 
s  a  regression  in  the  impressive  democratic  progress  that,  with 
pathological  exceptions,  has  been  made  during  the  last  20  years, 
ake  my  word,  the  probability  of  the  first  happening  is  sub- 
ial,  the  second  mild  and  the  third  rather  slim. 

e  risk  of  the  first  is  considerable  because,  generally  speaking, 
Americans  are  unhappy  with  the  results  of  the  economic  and 
cal  changes  the  region  has  intermittently  undergone  since  the 
1980s.  Dissatisfied  electorates  in  infant  democracies  easily  fall 
to  the  siren  songs  Latin  American  politicians  so  love  to  sing. 
Towever,  populist  politicians — if  elected  at  all  and  if  they've 
ed  anything  from  history — are  unlikely  to  throw  the  baby 

ith  the  bathwater.  They  know  by  now  that  the  financial 
ets'  tolerance  of  inconsistent  policies  has  worn  thin.  Market 
ions  to  foolish  policies,  which  used  to  take  months  or  even 
to  unravel,  now  erupt  in  a  matter  of  days,  if  not  hours,  mak- 
vident  in  fairly  short  order  their  ominous  consequences  on 
growth,  employment  and  inflation.  Moreover,  democratic 


governments  instinctively  try  to  avoid  such  disasters  in  order  to 
retain  their  hold  on  power  with  the  voters. 

Whether  they  like  it  or  not,  Latin  American  politicians  of 
every  persuasion  know  that  almost  no  agenda  attacking  poverty, 
unemployment  and  inequality  can  be  advanced  without  faster 
economic  growth.  If  they  are  to  deliver  positive  results  once  in 
office,  they  cannot  avoid  this  premise  and  must  discard  their  old 
quick-fix  recipes  and  embrace  policies  they  demonized  in  cam- 
paign speeches.  As  long  as  the  checks  and  balances  inherent  to 
democracy  and  free  markets  are  not  suppressed,  responsibility 
forces  politicians  to  recognize  that  problems  and  their  solutions 
are  more  complex  than  they  had  previously  admitted  and  that 
good  wishes  are  not  all  that's  needed  for  a  government  to  serve  its 
people  well. 

Sound  policies  and  institutions  are  required,  and  building  the 
latter  and  implementing  the  former  cannot  be  achieved  at  the 
push  of  a  button.  Given  the  scarcity  of  both  political  and  eco- 
nomic capital  in  Latin  America,  confronting  hard  choices  is 
unavoidable.  And  not  everything  that  is  required — assuming  that 
this  is  a  known  quantity — can  be  undertaken  at  the  same  time. 

The  Top  Priority 

If,  with  any  luck,  a  new  reform  impetus  flowers  as  a  result  of  the 
current  electoral  cycle,  the  region's  governments  and  societies 
will  at  last  have  to  focus  assiduously  on  strengthening  the  institu- 
tions indispensable  to  enforcing  the  rule  of  law.  The  full  benefits 
of  political  and  economic  freedom  will  be  lost  unless  the  State 
guarantees  the  protection  of  its  citizens'  basic  rights  and  holds 
people  and  institutions  accountable  if  they  fail  to  abide  by  the  law. 

This  essential  condition  for  development  is  frequently  unmet 
in  Latin  America.  With  few  exceptions,  ordinary  citizens  through- 
out the  region  spend  their  lives  worried  about  security  and  crime, 
with  insufficient  recognition  or  protection  of  their  property  rights. 
They  are  burdened  by  corruption  and  aggrieved  by  the  power  of 
special-interest  groups.  This  situation  conspires  against  individual 
initiative  and  effort,  market  expansion  and  the  proliferation  of  new 
firms  and  jobs — i.e.,  against  economic  growth  and  development. 

A  bit  of  self- recognition  of  all  that's  been  achieved  over  the  last 
two  decades  to  create  vigorous  democracies  and  clean  up  the  economic 
messes  inherited  from  earlier  authoritarian  and  populist  regimes  should 
make  Latin  American  governments  and  societies  feel  confident  enough 
to  do  what's  necessary  to  improve  and  effectively  enforce  their  laws. 
If  they  took  action  instead  of  succumbing  to  the  blues,  a  vigorous  Latin 
tiger  would  be  roaring  in  the  global  markets  within  a  few  years.  F 


Forbes 


Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  minister  mentor  of  Singapore; 
and  Paul  Johnson,  eminent  British  historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this  colur.w. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Introducing  OnStar  Vehicle  Diagnostics. 
A  monthly  e-mail  from  your  vehicle. 


Rich  K; 


A  new  service  at  no  extra  cost.  Introducing 
OnStar  Vehicle  Diagnostics.  Every  month,  we'll 
run  hundreds  of  diagnostic  checks  on  your 
engine/transmission,  ABS,  air  bags,  and  OnStar 
system.  We'll  e-mail  you  the  results  and  tell  you 
if  any  action  needs  to  be  taken.  Between  monthly 
reports,  you  can  press  your  blue  button  any 
time  for  a  GM  Goodwrench®  On  Demand 
diagnostic  check.  It's  one  more  way  OnStar  gives 
you  peace  of  mind  knowing  that  your  vehicle 
is  ready  for  the  road.  It's  part  of  your  OnStar 
service,  so  there's  no  additional  charge  to  you. 


Press  your  blue  button  or  visit  onstar.com  to  register. 


visit  onstar.com 


OnStar  Vehicle  Diagnostics  for  your 
2006  GMC  Envoy  as  of  3/5/2006 


Diagni 


:hose  to  enroll  in  the  OnStar  V 
/ice,  exclusively  'or  OnStar-equipped  GM 
vehicles  This  is  the  First  of  the  e-mail  reports 
about  every  30  days  to  help  you  keep  your  vehicle  ready  for  the 
road  Your  top  line  checkup  results  are  accompanied  by  a  green 
yellow,  or  red  symbol  indicating  any 
detailed  Information,  just  click  as  shown 

@  No  Issues  Found  /f\  Action  Suggested  @  Immediate  Attention 


Engine  and/or  Transmission  System 

.  Diagnostic:  Completed-  ■ 
More  Information 


NOTIFICATION  INFORMATION 


OnStar  Subscription 

•  Account  Number  123-456) 

•  Safe  81  Sound  Plan 

•  Expires  12/14/06 


Air  Bag  System 

•  Diagnostic;  Completed.  •  No  action  needed. 
More  Information 


Antilock  Braking  System 

•  Diagnostic:  Completed.  *  No  act 
More  information 


Hands-Free  Calling 

•  Vehicle  phone  #:  313  S55, 

•  72  minutes  remaining 

•  Good  until:  2/21/07 
More  information 


OnStar  System 

•  Diagnostic:  Completed. 
More  Information 


AINTTNANCE  INFORMATION 


/\  Remaining  Oil  Life:  lS°/o 

•  Schedule  a  visit  with  your  GM  dealer 
More  information 


Mileage:  7,438 

•  No  mileage-based  s 
Wore  information 


XM  Satellite  Radio 

Vehicle  equipped  and  active. 
Radio  IO  #12345678 


Hometown  GMC 

1234  Main  Street 
Anytown,  USA  12345 
(555)123-1234 


As  always,  if  you  have  questions  about  this  report  or  OnStar  vehicle  Diagnostics,  please  call  1  888  4.0N9 
(1  888.466.7827)  or  push  the  blue  OnStar  button  in  your  vehicle 


OnStar  services  require  vehicle  electrical  system  (including  battery),  wireless  service,  and  GPS  satellite  signals  to  be  available  and  operating  for  feature1;  to  function  properly.  OnStar  acts  as  a  link  to  existing  emergem 
providers.  OnStar  Hands-Free  Calling  (HFC)  requires  an  HFC-enabled  vehicle,  existing  OnStar  service  contract,  and  prepaid  calling  minutes  and  is  not  available  in  certain  markets.  Calls  may  be  made  to  the  U.S.  ar| 
only  OnStar  voice  recognition  systems  may  not  work  with  some  voices.  OnStar  Vehicle  Diagnostics  available  on  most  2004  MY  and  newer  GM  vehicles  delivered  after  4/21/2004  and  equipped  with  the  GM  Oil  Lij 
Not  available  on  Saab  9-3  and  9-5  and  Pontiac  Vibe.  Diagnostic  capability  varies  by  model.  Requires  valid  e-mail  address.  Visit  onstar.com  for  system  limitations  and  details-  ©2006  OnStar  Corp.  All  rights  reserve) 
and  the  OnStar  Emblem  are  registered  trademarks  of  OnStar  Corp. 
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Rich  Karlgaard,  Publisher 


Is  College  Worth  It? 


;t  classes— stocks,  bonds,  real  estate,  collectibles— 

lways  competing  with  one  another.  Each  clamors  for  our 
e  dollars.  For  periods  we  favor  one  asset  class  over  others 
,  stocks  from  1982  to  2000).  But  when  a  collective  judgment 
ached  that  a  particular  asset  class  has  been  bid  up  too  high, 
rs  are  pulled  and  the  asset  class  shrinks  in  value.  Real  estate 
now  be  at  that  point. 

can  think  of  only  one  asset  class  that  in  my  adult  life  has 
erformed  GDP  growth  plus  inflation  yet  has  been  blissfully 
une  from  busts— any  busts  at  all.  That  is  the  value  of  a  four- 
college  degree.  When  I  graduated  from  college  in  1976,  our 
joker  had  T  shirts  made  up  that  said  "$24,000  for  one 
ma  and  a  lousy  T  shirt."  Actually  my  diploma  and  shirt  cost 
$12,000,  as  I  had  transferred  from  a  community  college 
re  Id  been  on  a  track  scholarship.  Those  Adidas  spikes, 
y  at  $24.95  in  the  early  1970s,  were  a  great  investment, 
bday  it  costs  $175,000  to  send  your  kid  to  my  alma  mater. 

that's  the  market  price  for  four  years  of  tuition  and 
nses  at  any  elite  private  college.  Did  I  say  elite?  Sorry.  The 
nd-  and  third-tier  private  colleges  have  also  learned  this  eco- 
lics  game.  They,  too,  are  charging  north  of  $100,000  for  a 
I  J-year  degree.  And  parents  are  lining  up  to  write  checks. 
Do  you  suspect  that  this  asset  class— a  four-year-college 
ree — might  be  overpriced?  I  do,  for  three  reasons: 
^rch  engines  such  as  Google  have  ushered  in  the  era  of  open- 
rce  learning.  Society  is  rapidly  progressing  to  the  point  where 
Googler  is  on  equal  footing  with  a  Widener  Library  pass-holder, 
ost  of  today's  higher-paying  jobs  go  to  those  who  exhibit  a 
ibination  of  adaptable  intelligence,  numeracy,  communica- 
s  skills  and  a  strong  work  ethic,  as  opposed  to  evidence  of 
jjific  knowledge. 

hich  leads  to  a  third,  and  no  doubt  controversial,  point.  Soci- 
nce  counted  on  universities  to  imbue  students  with  the  traits 

am 

wed  in  the  paragraph  above.  It  was  once  assumed,  for  instance, 
i  a  liberal  arts  degree  holder  was  numerate  and  literate  and 
w  how  to  draw  lessons  from  history,  weigh  evidence,  think, 
"  I  e,  speak,  debate  and  learn.  Or  so  Larry  Summers,  the  ex-Har- 
:  1  president,  innocently  imagined.  He  thought  undergrads 
s  lid  learn  about  the  math-and-science-driven  world  they'd  be 
'  ring  as  adults.  This  belief  conflicted  with  the  postmodern 
essoriat  that  prefers  cutting  rap  records  to  teaching — or,  if 
ed  to  teach,  teaches  liberation  theology  over  the  American 
olution.  Summers  lost  the  battle. 
'  My  prediction  is  that  parents  who  risk  their  own  financial  secu- 
shelling  out  $100,000  to  $175,000  for  a  four-year  degree  will 
too.  History  will  show  that  they  could  have  achieved  far  greater 
rns  for  themselves  and  their  children  in  other  asset  classes. 


Why  does  the  price  of  a  four-year  degree  keep  rising?  Past  per- 
formance is  one  reason.  The  cost  of  college  degrees  earned  in  the 
1940s— tuition  at  Yale  was  $450  in  1940— through  the  1980s  looks 
like  a  bargain  compared  with  the  cost  of  those  today.  The  return 
on  investment  for  older  degrees  has  been  spectacular.  Take  a  well- 
known  statistic:  As  recently  as  the  1970s,  there  was  kttle  difference 
in  the  lifetime  earning  potential  between  a  high  school  grad  and  a 
four-year-college  degree  holder.  But  in  just  one  generation  the  four- 
year  degree  holder  has  leaped  ahead  in  the  earnings  wars.  In  2003 
he  could  have  expected  to  earn  62%  more  than  the  high  school  grad. 

But  there's  no  guarantee  the  present  trend  will  hold.  It  might 
even  reverse.  The  same  forces — technology  and  globalism — that 
quelled  the  wage  growth  of  blue-collar  workers  may  do  the  same 
to  white-collar  workers.  Already  software  writers  feel  salary  pres- 
sure from  India,  cartoon  animators  from  China,  classified  ad 
salesmen  from  Ebay  and  so  on.  Despite  this,  you  may  conclude 
that  my  opinion  of  the  worth  of  a  college  degree  is  nonsense. 
Degrees  have  always  gone  up  in  value,  you  think,  and  always  will. 

Degree  Is  Just  a  Proxy 

Okay.  Allow  me  to  pose  a  question.  Suppose  you  are  an  employer 
and  are  filling  jobs  for  which  no  credential  is  required.  In  other 
words,  for  typical  white-collar  jobs — product  design  and  engi- 
neering, sales,  marketing,  non-CPA  accounting  work  and  so 
forth.  Would  you  pay  a  steep  salary  premium  for  a  four-year 
degree  holder  versus  a  high  school  grad?  You  might.  Perhaps 
you'd  think  the  four-year  degree  speaks  to  the  job  applicant's  intel- 
ligence, along  with  a  certain  facility  to  set  goals  and  finish  them. 

But  what  if  you  could  guarantee  those  qualities  in  other  ways 
(military  service,  missionary  work,  etc.)?  See,  I  think  the  Harvard 
or  Yale  degree  is  worth  plenty,  not  because  of  what  Harvard  or 
Yale  teaches — the  postmodern  university  can  do  more  harm  than 
good;  witness  Yale's  admission  of  a  former  Taliban  spokesman. 
The  degree  simply  puts  an  official  stamp  on  the  fact  that  the  stu- 
dent was  intelligent,  hardworking  and  competitive  enough  to  get 
into  Harvard  or  Yale  in  the  first  place.  May  I  present  to  the  jury  Bill 
Gates?  He  was  smart  enough  to  get  into  Harvard.  Then  he  proved 
his  financial  intelligence  by  dropping  out  to  start  a  company. 

Okay,  enough  Harvard/Yale  whipping.  Like  oceanfront  prop- 
erty, their  degrees  will  always  command  a  premium  and  will 
probably  pay  out  a  terrific  ROI.  The  same  is  true  of  degrees  from 
10  to  20  other  private  colleges.  But  beyond  those  10  to  20  schools, 
I  suspect  the  price  of  a  four-year,  private  college  degree — 
$100,000  to  $175,000— will  be  money  poorly  invested.  F 


!  Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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Desperate  Housewife? 

Pomeroy  IT  Solutions  of  Hebron,  Ky.  and  boss  Stephen 
Pomeroy  face  a  shareholder  lawsuit  seeking  class  status- 
filed  by  his  wife.  Jennifer  Sierra  Pomeroy  also  has  sued  to 
end  their  17-month  marriage  and  void  a  prenup.  Owner 
of  39  shares,  she  alleges  (in  the  shareholder  case)  that  hei 
hubby  spent  corporate  money  at  strip  clubs  and  used  the 
company  jet  for  personal  purposes.  The  Cincinnati 
Enquirer  says  he  has  denied  other  litigation  filed  by  her 
that  alleged  physical  abuse.  No  word  from  the  firm, 
which  has  financial  woes.  — Seth  Lubove  and  W.P.B 


informer 

INFORMER@FORBES.COM 

Billionaire  MIA 

Hours  after  this  page  inquired,  Internet  publicity  site  PR.com 
removed  a  string  of  recent  press  releases  stating  that  a  Jacques 
Cowell  has  a  $4.3  billion  inheritance  making  him,  at  age  19,  "one 
of  the  youngest  African-American  billionaires  in  the  world."  The 
last  statement  said  he  was  a  grandson  of  the  deceased  John  Cow- 
ell, described  as  an  early  executive  of  Marriott  International  and 
Apple  Computer.  That's  news  to  both  firms— whose  names  were 
misspelled.  Also  bogus:  a  claim  Cowell  is  designing  a  cell  phone 
line  for  Sprint.  Among  other  problems:  His  listed  address,  on  a 
seedy  section  of  Los  Angeles'  Beverly  Boulevard,  doesn't  exist. 

The  last  contact  phone 
number  isn't  working. 
Assorted  individuals  named 
as  press  reps  or  agents  are — 
like  Cowell— hard  to  find. 
Various  listed  philanthropies 
aren't  registered  with  the 
obvious  authorities.  Then 
there's  the  assertion  he 
started  nonprofit  good 
deeds  ten  years  ago— that 
would  be  at  age  9 — and  has 
been  a  spokesman  for  "over 
377  charity  foundations." 
Standard  news  databases 
contain  no  mentions  of  him.  Acknowledging  the  many  falsities, 
PR.com  President  Jason  Manheim  admits  his  Levittown,  N.Y. 
firm  did  absolutely  no  due  diligence  and  now  has  no  idea  who 
was  behind  the  posted  material.  — William  P.  Barrett 

His  Chip  Shot  Into  the  Green 

Since  going  public  in  February  via  a  reverse  merger,  Foldera  has 
seen  its  shares  rise  81%  to  a  recent  $10.40,  giving  it  a  $260  million 
market  cap.  That's  pretty  lofty  given  that  the  Huntington  Beach, 
Calif,  firm's  own  filings  show  (1)  zero  revenue  for  the  past  two 
years  and  (2)  not  even  one  paying  customer  now  for  its  only 
product,  Foldera,  described  as  a  Web-based  service  to  organize 


e-mail  and  documents.  Says  boss  Richard  Lusk,  who  owns 
of  the  shares,  "We're  trying  to  build  a  business."  The  predece 
firm  sold  golf  supplies.  —Matthew  R 

Mistaken  Like  Annuity  Buyers? 

While  still  arguing  the  feds  missed  a  deadline  to  dispute  his 
of  a  dodgy  KPMG  tax  shelter  to  shield  $53  million  of  incom 
Waddell  &  Reed  Financial  boss  Keith  Tucker  now  wants  leni 
for  blowing  a  time  limit  himself.  "Excusable  neglect"  afte 
"unusually  hectic"  year,  foreign  travel  and  a  wrong  addre 
notices,  he  asserts  after  filing  a  late  bid  to  opt  out  of  a  class  a 
settlement  between  shelter  buyers  like  himself  and  KPMG.  A 
ex-KPMG  partner,  he  says  he  was  excluded  from  the  deal,  an- 
Tucker  left  Waddell  last  year  after  it  resolved  regulatory  chaj 
about  sale  of  variable  annuities.  Also  seeking  missed-deadj 
relief:  fellow  ex-Waddell  executive  Robert  Hechler.  He  sai 
mistakenly  thought  he  had  to  opt  in,  not  opt  out.  —Janet  Nt 

Inventing  for  Their  Supper 

A  new  study  says  big  firms  with  centralized  research  and  d 
opment  tend  to  generate  more  useful  patents  when  more  o 
R&D  boss'  total  compensation  comes  from  stock  options 
restricted  stock.  After  reviewing  140  firms  from  1987  to  1 
Harvard's  Josh  Lerner  and  Wharton's  Julie  Wulf  conclude  si 
performance  incentives  "play  some  role"  in  the  R&D  head  "rrj 
ing  better  decisions"  on  what  projects  to  push.      —Evan  Hi 


Ilt's  All  Academic 
David  J.  Edmondson  quit  as  RadioShack  Corp.  boss  after  recent  revelations  he  falsely  inflated  mail 
correspondence  courses  into  a  degree.  But  how  much  worse  is  that  than,  say,  Internet  search 
engines  like  Google  or  Yahoo  taking  money  for  ads  making  these  educational  pitches? — W.P.B. 


SCHOOL  LOCATION 


SPONSORED  SEARCH-ENGINE  LINK  LEADS  TO  THIS: 


Ashwood  University  |  unstated 


Belford  University  |  Humble,  Tex. 


'for  S239  get  your  desired  degree  delivered  in  just  7  days" 
'degrees  [added]  to  your  resume  in  just  7  days" 


"get  a  college  degree  based  on  what  you  already  know" 

Kennedy-Western  University  |  unstated  "earn  your  degree  fast" 


Rochville  University  |  unstated 


'order  now  and  receive  your  degree  in  just  5  days' 


Rushmore  University  |  Grand  Cayman  "no  exams  or  required  courses" 


Suffield  University  |  "Unit* 


"if  you  qualify,  you  could  have  your  degree  in  2  weeks' 
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"We  have  very  tight  deadlines  here. 
First  Republic  treats  our  needs 
as  a  priority." 
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By  Robert  A.  Montgomery,  M.D.,  Chief  of  Transplantation  at  Johns  Hopkins  hospital 


Insider  Trading 


There's  a  way  to  solve  the  donor  organ  shortage — without  paying  cash. 


it's  a  rather  simple  idea,  two 

patients  desperately  need  kidney 
transplants.  Each  has  a  willing,  live 
donor,  but  blood  and  tissue  types 
make  the  donors  incompatible.  So 
the  patients  agree  to  a  swap— I'll 
take  your  donor,  you  take  mine.  It's 
called  kidney  paired  donation,  and 
it  offers  the  potential  to  save  thou- 
sands of  lives  and  millions  of  dol- 
lars. Paired  donations  could  also 
boost  other  live  organ  transplants, 
including  livers  and  even  lungs. 

Right  now  there  are  some 
66,000  patients  on  the  national 
transplant  list  waiting  for  kidneys. 
Most  of  them  lead  severely  com- 
promised lives,  spending  several 
afternoons  a  week  at  a  dialysis  cen- 
ter, or  hooked  up  to  a  machine  at 
home  every  night.  Medicare  pays 
annual  treatment  costs  per  patient 
of  about  $59,000,  while  patients 
with  private  insurance  pay  much 
more.    (By    contrast,  annual 

Medicare  payments  for  treating  a  post-transplant  patient  total 
$17,000.)  Each  year  8%  of  patients  on  the  transplant  list  die  or 
get  too  sick  to  be  eligible  for  surgery. 

While  postmortem  donations  have  failed  to  keep  pace  with 
demand  over  the  last  two  decades,  the  number  of  healthy  people 
willing  to  make  live  donations  has  more  than  tripled.  But  blood 
and  tissue  incompatibilities  prevent  some  4,000  would-be  donors 
a  year  from  giving  organs  to  loved  ones  in  need. 

Paired  donation  elegantly  solves  that  problem.  Adapting 
mathematical  algorithms  developed  for  military  planning  pur- 
poses, computers  can  pool  donors  and  patients  and  produce 
optimal  pairings.  The  larger  the  donor/patient  pool,  the  greater 
the  number  of  pairings.  Nationwide  programs  work  the  best. 
Both  Korea  and  the  Netherlands  have  started  up  national  kid- 
ney-pairing programs  since  the  late  1990s. 

But  the  U.S.  has  yet  to  undertake  paired  donations  on  an 
ambitious  scale.  Our  program  at  Johns  Hopkins  was  the  first  and 
the  largest,  but  since  we  started  in  2001,  there  have  been  only 
about  80  paired  donation  transplants  performed  in  the  U.S. . 

What's  getting  in  the  way?  Legal  questions  present  the  great  - 


Computers  can  pool  donors 
and  patients  and  produce 
optimal  pairings. 


est  stumbling  block.  Selling  ord 
is  against  the  law.  The  Jus) 
Department  works  to  prohibit 
transfer  of  any  human  organ 
"valuable  consideration."  This 
been  broadly  interpreted  by  so 
to  be  a  prohibition  of  any  quid 
quo  or  return  on  the  gift  of 
organ.  But  paired  donation  djl 
not  involve  the  exchange  of  moi 
or  commerce  between  donors 
patients.  It  didn't  exist,  even  aa 
idea,  at  the  time  this  legislation 
written.  Certainly  it  was  not 
intention  of  those  who  drafted 
act  to  limit  a  practice  that  medl  | 
ethicists  have  found  to  be  soun» 

Legislation  pending  in 
Senate  would  exclude  pail 
donation  from  being  regardec 
"valuable  consideration."  WJK 
the  Senate  will  likely  pass  this  1 
as  yet  no  House  members  hi 
stepped  forward  to  sponsor  it 
There's  no  question  that  ot 
legitimate  challenges  remain.  The  U.S.  is  home  to  245  transpl 
centers  with  the  potential  to  participate,  which  would  necessil 
the  creation  of  some  sort  of  overseeing  authority.  Transcontini 
tal  pairings  could  be  tough  to  orchestrate.  Optimally,  a  live  orj 
is  transferred  directly  into  the  recipient  with  minimal  time  sp 
outside  the  body.  Also,  donors  are  usually  loved  ones  who  w 
to  stay  close  to  patients.  (Computer  algorithms  can  factou 
geographic  proximity  to  help  here.) 

Add  to  these  concerns  the  nightmare  scenario  of  one  tra, 
plant  proceeding  while  the  other  fails  to  progress.  Donors 
back  out  in  the  final  hour,  donors  and  recipients  can  deve 
last-minute  health  problems,  and,  of  course,  surgeries  can 
unsuccessful. 

One  way  to  reduce  these  risks  is  to  perform  operations  sim 
taneously,  thus  eliminating  the  possibility  that  one  donor  co 
renege.  But  there's  no  question  that  paired  donation  doubles 
chance  of  something  going  wrong. 

Even  considering  these  problems,  paired  donation  is  a  pro 
ising  idea  that  could  save  lives  and  hundreds  of  millions  in  hea 
care  dollars. 
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you  ao 


free 


minute,  you've  got  plenty  of  time  to  prepare  for  retirement.  The 
minute,  you're  struggling  to  keep  your  head  above  water.  So  to 
you  achieve  your  retirement  goals,  Edward  Jones  recommends 
itment  strategies  that  have  proven  themselves  over  the  long  term, 
free  retirement  review,  contact  your  local  Investment  Representative 
800-ED-JONES  or  edwardjones.com.  Member  SIPC. 


Edwardjones 

MAKING  SENSE  OF  INVESTING 


Follow-Through 


FLASHBACKS 


25  YEARS  AGO  IN  FORBES  |  OCTOBER  26, 1981 

Putting  Stock  in  Buffett  Are  stocks  a 

great  buy  again?  Alas.  If  yoi 
expected  a  happy  answer 
from  Warren  Buffett,  you 
won't  get  it.  "There  won't  b 
a  great  buying  juncture  for 
stocks  until  there's  one  for 
bonds,"  he  says.  How  can 
stocks  compete  with  bonds  at  current  yields, 
he  asks.  Buffett  is  not  yet  convinced  the 
Administration  has  inflation  licked,  and  until  it 
eases,  bonds  will  remain  under  pressure.  But 
don't  sell  all  your  stocks.  Buffett  says  he's  fully 
invested  in  them.  Why?  "You  lose  less  to  infla- 
tion than  with  most  other  investments,"  he  sa\ 
But  he  doesn't  expect  a  bull  market  soon.  He 
doesn't  feel  the  old  sap  rising. 

Buffett  ranks  second  on  FORBES'  list  of  the 
world's  billionaires,  with  $42  billion. 

15  YEARS  AGO  IN  FORBES  |  APRIL  29, 1991 

Citicorp's  Saudi  Shareholder  why 

invest  in  Citicorp?  Simple,  says  Alwaleed  Bin  Tal 
Bin  Abdulaziz  Al  Saud,  36,  the  Saudi  prince  whc 
revealed  in  February  that  he  had  invested  nearl 
$800  million  to  buy  what  likely  will  become 
about  13%  of  Citicorp's  common  equity:  "In  th< 
last  18  months  I  watched  the  stock  go  from  35 
103A.  It  was  very  tempting,  almost  half  its  book 
value.  The  franchise  of  Citicorp  internationally  i 
unmatched  by  any  other  bank  in  the  world." 

Prince  Alwaleed,  who  ranks  eighth  on  FORBES' 
billionaires  list,  now  owns  3.9%  of  Citibank's 
outstanding,shares,  worth  $9  billion. 

10  YEARS  AGO  IN  FORBES  |  JANUARY  22, 1996 

Zen  and  the  Art  of  Gatesmanship 

Lawrence  J.  Ellison  follows  his  own  drummer  or 
the  home  front.  Now  51,  thrice  divorced  and 
living  alone,  he's  pjanning  a  $40  million  retreat; 
notice  that  it  will  cost  $5  million  more  than  Bill 
Gates'  pile  on  Lake  Washington,  outside  Seattle 
But  this  is  not  just  another  mansion.  Ellison's 
Japanese  home  and  gardens  will  occupy  at  least 
23  acres  south  of  San  Francisco.  The  house'  is 
modeled  after  a  number  of  country  estates  buir 
for  Japanese  nobles  near  Kyoto.  "It  will  be  so 
authentic  you  could  have  samurai  riding  throug 
there  at  full  gallop  with  dewy  cherry  blossoms 
falling  all  around,"  says  Ellison.  "It  should  be  th< 
most  authentic  Japanese  structure  outside 
Japan." 

Ellison  ties  for  seventeenth  place  on 
Forbes'  billionaires  list. 


Rock  On 

In  2003  we  told  the  story  of  Lev 
Leviev,  the  world's  largest  cutter  and 
polisher  of  precious  gems,  who  broke 
the  De  Beers  diamond  cartel.  Now 
the  Uzbeki-born  Israeli  is  moving 
into  the  retail  end  through  a  partner- 
ship with  Brazilian  jeweler  H.  Stern. 
They  plan  to  open  50  stores  in  Rus- 
sia and  other  ex-Soviet  nations  by 
2010,  with  $2  million  invested  in 
each  shop.  The  first  store  debuts  in 
Moscow  this  year.  In  addition  to  the 
Stern  deal  Leviev  will  open  his  own 
eponymous  store  in  London  this 
summer.  Since  our  story  ran,  Leviev 
has  also  teamed  with  Bulgari  to  sup- 
ply the  Italian  luxury  brand  with  gems  for  its  new  line  of  jewelry.  On  the 
investment  side  the  devout  Lubavitcher  recently  forged  into  Las  Vegas, 
becoming  the  largest  private  Israeli  investor  in  Sin  City,  where  he  plans  to 
open  a  casino,  hotel  and  mall.  His  wealth  has  risen  from  $2  billion  when  we 
wrote  about  him  to  $2.6  billion  this  year. 

— Lea  Goldman 

FEBRUARY  16,  2004 

Free  Lerach 

It  looks  like  lawyers  William  Lerach  and  Melvyn  Weiss  are  off  the  hook.  Two 
years  ago  we  ran  a  story  detailing  the  federal  government's  probe  of  the  two 
men  who  built  the  modern-day  model  for  the  shareholder  class  action.  Pros- 
ecutors were  investigating  whether  Lerach,  Weiss  and  their  firm  had  illegally 
rewarded  plaintiffs  for  signing  on  to  lawsuits.  In  February  prosecutors 
informed  both  Lerach  and  Weiss  that  the  government  wouldn't  file  charges 
against  them.  Instead,  two  other  partners  at  the  firm,  David  Bershad  and 
Steven  Schulman,  were  told  to  expect  indictments.  Two  California  lawyers 
with  ties  to  the  firm  were  indicted  last  year.  After  our  story  ran,  Lerach  and 
Weiss  parted  ways,  with  Lerach  starting  up  his  own  San  Diego  firm,  Lerach 
Coughlin  Stoia  Geller  Rudman  &  Robbins.  —Daniel  Fisher 


Con  Man 

We  exposed  the  tactics  of  John  J.  Conley,  a  fast-talking  ex-futures  trader  in 
Rhode  Island  who  preyed  on  struggling  entrepreneurs  desperate  for  cash.  In 
exchange  for  an  upfront  $25,000  fee,  Conley  promised  he'd  consider 
investing,  but  after  months  of  "due  diligence"  he  would  inevitably  decline. 
Following  our  story  Rhode  Island  barred  him  from  doing  business,  and  the 
FBI  launched  an  investigation.  In  February  Conley  pleaded  guilty  to  eight 
counts  of  wire  fraud,  admitting  he  had  bilked  investors  out  of  $285,000. 
Sentencing  is  scheduled  for  May.  Conley  didn't  return  calls. 

—Michael  Maiello 


44      FORBES      MARCH  27,  2006 


Engineered  for  men 


SCHAFFHAUSEN 
SINCE  1868 


He'll  have  to  wait. 


Spitfire  Chronograph  Automatic.  Ref.  3706:  In  1868,  watchmaker 
F.  A.  Jones  founded  the  International  Watch  Company  in  Schaffhausen. 
Since  then,  our  engineers  have  developed  many  of  today's  legendary 
timepieces  -  the  Portuguese  family,  the  Ingenieur,  the  Da  Vinci  and  the 
Aquatimer  series.  It's  good  to  know  that  our  watches  aren't  just  packed 
with  technical  advances.  But  also  with  the  passion  of  our  engineers. 


Mechanical  chronograph  movement  I 
Self-winding  I  Soft-iron  inner 
case  (figure)  I  Convex  sapphire  glass, 
secured  against  displacement  by 
drop  in  air  pressure  I  Water-resistant 
to60m\  Stainless  steel 


IWC  Schaffhausen,  Switzerland,  www.iwc.ch 
For  an  authorized  retailer  nearest  you,  please  call  (800)  432-9330,  or  visit  our  website. 


ORISM 


fhanks,  Dubai! 

te  scrutiny  of  the  ports  deal  has  fast-tracked  an  idea  to  make  ports  more 
nure.  It  may  also  end  up  saving  billions  in  global  trade  j  By  Tomas  Kellner 


'HAT  GOOD  COULD 
come  out  of  the  politi- 
cized debate  on  who 
runs  shipping  termi- 
nals? Some  new  tech- 


[gy  to  stop  terrorists. 
M-S.  seaports  handle  9  million  contain- 
er year.  Only  5%  of  these  boxes  are  in- 
ted  by  the  Coast  Guard  or  U.S.  Customs 
ials,  a  gaping  hole  in  security  that  re- 


mains unaffected  by  port  stewardship.  (Of 
the  3.6  million  containers  coming  in  over- 
land, 10%  are  inspected.)  As  meager  as  this 
level  of  protection  is,  considerable  sums  are 
being  spent  on  it — $1.5  billion  last  year  by 
the  Coast  Guard,  plus  significant,  and 
mostly  uncounted,  sums  by  shippers.  To 
make  things  worse,  the  number  of  incom- 
ing containers  will  double  by  2020. 

Stephen  E.  Flynn,  a  retired  Coast  Guard 


commander  and  expert  on  port  security  at 
the  Council  on  Foreign  Relations,  wrote  in 
the  Far  Eastern  Economic  Review  that  "U.S. 
government  container  security  policy  re- 
sembles a  house  of  cards." 

High-tech  responses  to  this  sorry  state 
of  affairs  are  coming  from  a  variety  of  com- 
panies, including  General  Flectric,  IBM  and 
shipper  A.R  Moeller-Maersk.  They  de- 
testing a  system  in  which  they  rig  cargo  con- 
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tainers  with  nimble  electronic  brains  and 
link  them  to  a  constellation  of  orbiting  satel 
lites.  Customers  and  homeland  security  of- 
ficials would  be  able  to  monitor  where  cargo 
goes  second  by  second,  from  the  minute  it 
leaves  a  factory  in  China  until  it  reaches  a 
store  in  Wichita. 

GE  has  linked  up  with  Globalstar  and 
Orbcomm,  two  formerly  bankrupt  satellite 
communications  firms  now  on  the  mend, 


five  minutes  to  zip  from  a  ship  to  GE's 
control  center. 

Thomas  Konditi,  head  of  GE's  asset  in- 
telligence unit,  says  that  the  system,  which 
costs  as  much  as  $1,000  per  container, 
allows  clients  to  micromanage  their  supply 
chains,  reduce  theft  and  inventories,  and  buy 
cheaper  insurance.  GE's  Equipment  Services 
unit  leases  out  more  than  1  million  contain- 
ers to  retailers  such  as  Wal-Mart.  "This  is 


to  build  a  rugged  plastic  box  about  the  size 
of  two  cigarette  packs  that  mounts  with  four 
screws  between  the  ribs  of  a  shipping  con- 
tainer. The  box  contains  a  satellite  modem, 
a  lithium-ion  battery  that  lasts  seven  years, 
a  processor  that  stores  data  and  communi- 
cations circuitry  connecting  the  box  with 
disposable  wireless  sensor  tags  distributed 
throughout  the  container. 

The  tags  monitor  everything  from  the 
door  lock,  humidity  and  temperature  to  ra- 
diation and  gases  like  carbon  dioxide.  Its 
sensitive  enough  to  spot  human  breath— 
and  even  the  ethylene  exuded  by  ripening 
bananas— anywhere  inside  the  container 
within  30  seconds.  Sensors  also  measure  the 
containers  g-forces,  altered  when  a  con- 
tainer accelerates,  a  telltale  indicator  of 
dropped  cargo. 

The  tags  then  zap  the  data  via  low- 
powered  radio  to  the  main  box,  which 
beams  the  intelligence  to  one  of  Global- 
star's  43  satellites  orbiting  875  miles 
above  the  Earth.  The  data  takes  less  than 


a  billion-dollar  business  when  you  start 
managing  all  that  data,"  says  Konditi. 

He's  not  exaggerating.  The  U.S. 
brought  in  $1.9  trillion  of  manufactured 
goods  last  year,  about  60%  by  sea,  says 
Chip  C.  White  of  the  Logistics  Institute  at 
Georgia  Tech.  The  loss  to  theft,  anywhere 
between  the  dock  of  the  factory  that 
loaded  the  container  and  the  dock  of  the 
U.S.  warehouse  that  receives  it,  is  proba- 
bly in  the  neighborhood  of  0.3%.  There 
are  other  costs  to  the  way  containers  are 
handled  now.  Bottlenecks  at  ports,  which 
are  sure  to  increase  if  the  Coast  Guard 
gets  tougher  with  its  inspections,  are 
hugely  expensive.  A  medium-size  con- 
tainer ship  waiting  at  anchor  costs  its 
owner  $50,000  a  day  in  lost  rent.  In  2004 
the  backlog  at  the  Los  Angeles  ports  got 
so  bad  that  there  were  94  ships  held  up 
for  as  long  as  a  week.  GE  has  tested  the 
device  on  500  container  and  says  its  sys- 
tem could  eventually  shave  4%  to  8%  off 
ocean-shipping  costs  by  cutting  down  on 


theft  and  port  jams. 

IBM  has  teamed  up  with  another  o 
bankrupt  satellite  operator,  Iridium,  ta 
a  similar  solution  with  the  Danish  ship] 
giant  A.P.  Moller-Maersk  Group  last  ] 
monitoring  containers  between  Ch 
Europe  and  the  U.S.  The  system  elimii 
kinks  in  the  sensors,  holes  in  satellite  c 
nections  and  false  alarms  (as  much  as 
of  reported  incidents).  The  partners 
just  launched  a  pilot  program  tr; 
ing  1,000  containers  filled  with 
cargo. 

Later  this  year  IBM  will  use  the 
tern  for  monitoring  its  own  traffi 
high-end  business  printers  betw 
Yokohama,  Japan  and  Rochester,  M 
via  the  Port  of  Los  Angeles.  (Abou 
containers  a  month  take  the  30- 
trip.)  IBM  estimates  it  could  cut  lo 
tics  costs  by  5%  with  container-tra 
ing  gear. 

Satellite  operators  see  a  poter 
bonanza  in  logistics  data.  Iridium 
Globalstar,  which  flamed  out  in 
late  1990s  trying  to  sell  voice  servii 
are  now  showing  nice  operating  p> 
its.  In  2005  Iridium  earned 
estimated  $48  million  (before  in 
est,  taxes  and  amortization),  25%  < 
from  data  services,  on  $190  million  in  l 
enue.  Globalstar  earned  $25  million 
year  on  $120  million  in  revenue,  2 
from  data.  "This  is  data  heroin,"  Jay  M 
roe,  Globalstar  chief  executive,  says  abl 
container  radios.  "The  more  data  pec 
get  used  to,  the  more  they  want." 

The  satellite  tracking  systems  hi 
some  hurdles  to  overcome.  Shippers  r 
balk  at  adding  a  $1,000  piece  of  equ 
ment  to  a  container  that  costs  oi 
$2,000.  The  radio  systems  still  need  tc 
certified  by  U.S.  Customs.  The  systen 
useless  if  the  false  alarm  rate  stays  hi 
Robert  C.  Bonner,  a  recently  retired  C 
toms  commissioner,  favors  the  expansi 
of  alternative  solutions  such  as  advai 
electronic  shipping  manifests  and  a 
tainer  inspection  at  ports  of  departure 
speed  screening  at  U.S.  ports. 

Whatever  the  best  technology 
stopping  bombs,  we'd  surely  be  better 
trying  some  of  it  rather  than  worryi 
about  who  hires  the  longshoremen.  | 


48      FORBES       MARCH  27 


m 


CALL  THE  OFFICE. 
TELL  THEM  YOU'RE  RUNNING  EA 


enty,  your  commute  is  shorter.  And  more  invigorating.  As  the  Acura  TL  strikes  a  deft  balance  of  sophisticated  V-6  power 


voice-activated  technology.  Your  arrival  will  be  fashionable.  It  just  won't  be  late. 


ura.com  or  call  1-800 -To -Acura  for  more  information.  ©2005  Acura.  Acura  and  TL  are  trademarks  of  Honda  Motor  Co...  Ltd. 


The  TL.   ®  ACURA 


Outfront 


Baghdad  Is  Safer  Than  Detroit 

For  all  you  cowboy  investors  out  there,  check  out  Iraq's  new  government  bonds.  Issued 
in  January  to  pay  off  Saddam-era  commercial  debt,  the  5.8%  bonds  due  2028  are  now 
yielding  8.7%— a  mere  3.8  points  over  comparable  Treasurys.  Meanwhile  General 
Motors  bonds  due  2033  recently  traded  hands  at  a  7.6-point  spread.  Translation:  A  98- 
year-old  company  that  has  not  missed  a  debt  payment  in  memory  is  twice  as  likely  to 
burn  lenders  as  is  a  year-old  Middle  East  republic  teetering  on  civil  war.  Perhaps 
investors  think  Washington  is  more  likely  to  bail  out  Baghdad  than  Detroit.  Or  it's  yet 
another  example  of  how  easy  money  has  driven  yields  down  for  many  iffy  securities — 
junk  bonds,  tradable  bank  loans  and  emerging  market  debt  (see  related  column, 
p.  188).  When  Shiites  took  to  the  streets  to  protest  the  Askariya  mosque  bombing  last 
month,  the  Iraqi  bonds  didn't  even  flinch.  —Bernard  Condon 


Buy  my  bonds! 
Wagoner,  Iraq's 


GM's  Rick 
Ibrahim  Al-Jaafai 


TAXES 


Stacked  Deck 


Want  to  play  AMT  poker  with  the  IRS?  The  government  holds  all  the  cards. 

By  Ashlea  Ebeling 


DO  YOU  WANT  TO  PLAY  A  VERY 
amusing  poker  game  this  April? 
Calculate  how  much  estimated 
tax  you  owe  for  2006  without  knowing 
what  is  going  to  become  of  the  alternative 
minimum  tax.  Guess  too  high  and  you 
will  be  making  an  interest-free  loan 
to  the  U.S.  Treasury.  Guess  too 
low  and  you  will  get  nailed 
for  an  underpayment 
penalty. 

The  lovely 
AMT  was  cre- 
ated long  ago 
to    nail  fat 
cats — people 
with  huge 
incomes  but 
so  many  tax 
dodges  like  oil 
wells  and  railcar 
leases  that  they 
didn't  pay  tax.  Now 
it's  a  system  for  making 
millions  of  upper-middle- 
class  families  pay  a  little  extra.  You 
are  supposed  to  do  your  taxes  the  regular 


way,  then  recalculate  them  under  the  AMT 
and  pay  whichever  bill  is  higher.  Fat-cat 
moves  that  can  get  you  in  trouble  with  the 
AMT  nowadays  include  having  too  many 
children  or  living  in  a  high-tax  state  (since 
state  and  local  taxes  are  not  deductible 
under  the  AMT). 

To  make  this  game  more 
interesting,  Congress 
changes    the  rules 
every    now  and 
then,  but  only 
temporarily.  For 
2005  taxes 
many  families 
were  spared 
the  AMT  guil- 
£     lotine  with  a 
law  that  in- 
creased the 
AMT  exemption 
amounts  (from 
$45,000  to  $58,000 
for  couples,  for  exam- 
ple) and  that  allowed  cer- 
tain credits,  such  as  for  child  care 
and  for  energy-saving  home  improve- 


ments, to  be  counted  against  the  AM' 
That  law  expired  on  Dec.  31.  Without 
further  reprieve,  the  number  of  familie 
paying  the  AMT  will  quintuple  in  2006  t 
26  million.  Will  Congress  grant  an  exterj 
sion  on  AMT  relief?  Why  doesn't  it  sett] 
on  a  tax  law  and  make  that  law  perma 
nent?  Neither  question  can  be  answeredj 

If  you  guess  that  the  AMT  reprieve  wi 
be  extended  and  are  wrong,  you  will  owl 
as  much  as  $3,640  in  higher  tax — or  moij 
if  you  lose  certain  credits.  Come  Apr] 
2007  you'll  owe  this  amount  plus,  poter 
tially,  a  penalty  for  underpaying  your  est] 
mated  tax.  Gotcha! 

One  defense  against  the  underpay 
ment  penalty  is  to  make  sure  that  your  taj 
payments  for  2006  (from  withholdini 
plus  estimated-tax  payments)  add  up  to  i 
least  110%  of  your  2005  tax  bill.  Alas, 
your  income  this  year  is  about  the  same  a 
last  year  this  defensive  measure  will  leav 
you  getting  a  big  refund  a  year  from  nov 
Your  cash  will  have  been  used,  interest 
free,  to  fund  all  sorts  of  government  actw 
ities,  such  as  salaries  for  IRS  agents. 

Las  Vegas  was  never  this  interesting.  I 
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automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  communication 
lighting  •  material  handling  •  medical  solutions  •  transportation  •  water  technologies  usa.siemens.com 


Who  is  helping  two-thirds 

of  new  US  ethanol  plants 
meet  the  nation's  future  energy  needs? 

We're  Siemens,  a  global  innovation  company  helping  businesses  and 
communities  right  here  in  the  US.  One  of  our  specialties  is  providing 
automation  equipment  that  processes  70%  of  growing  US  ethanol  production.  We  recognize 
the  need  for  more  alternative  fuels  in  the  US,  and  greater  production  quantities  lead  to  better 
prices  and  availability,  resulting  in  overall  fuel  efficiency.  We're  also  developing  technologies, 
like  a  natural  gas  control  unit,  that  enable  traditional  vehicles  to  take  advantage  of  compressed 
natural  gas  (CNG)  and  other  more  environmentally  friendly  fuel  options.  But  unless  you're 
one  of  the  70,000  Americans  that  we  currently  employ,  you  may  not  know  us.  We're  Siemens. 


We  a 


SIEMENS 

Global  network  of  innovation 


Outfront 


N  T  E  R  N 


You  Can  Surf  But 
You  Can't  Hide 

If  you're  into  Web  porn,  booze  or 
dating,  LARRY  ORGAN  probably 
knows  about  it.  And  now,  so  can 
your  neighbors  |  By  Seth  Lubove 


^PiURIOUS  ABOUT  WHICH  OF  YOUR 
neighbors  is  into  adult  "entertain  - 
ment,"  gambling  or  is  on  ihe  prowl 
for  a  date?  Maybe  you  need  some  marks 
for  your  insurance  agency,  car  dealership 
or  mortgage  brokerage?  You'll  find  this 
and  more  at  a  new  Web  site  called 
Responderinfo.com. 

Say  youd  like  to  find  out  who's  into  adult 
entertainment  in  the  Forbes  400  ghetto  of  La 
Jolla,  Calif.  Select  the  adult  "responder  cate- 
gory'' enter  in  zip  code  92037  and  up  pops 
a  list  of  146  names.  Click  on  a  name  and  you 
get  one  address  and  e-mail  for  free  after  en- 
tering in  the  accompanying  security  code, 
and  for  a  fee  of  up  to  6  cents  per  name,  as 
many  names  as  you  want,  delivered  in  bulk. 


The  additional  fee  allows 
you  to  target  the  names  by 
marital  status,  age  or  in- 
come range.  Among  the 
names:  Qualcomm  Chair- 
man Irwin  Jacobs. 

Is  this  one  for  real? 
Probably  not.  Any 
prankster  can  type  in  a 
celebrity's  name  when  an- 
swering a  questionnaire 
on  the  Web.  But  it  makes 
you  wonder.  What  if  you 
were  visiting  some  dubious 
sites  and  you  were  dumb 
enough  to  submit  your 
real  name  and  address 
when  asked.  Could  a 
neighbor  find  out?  Yup. 

This  latest  privacy  in- 
trusion is  the  brainchild  of 
Larry  P.  Organ,  46,  a  mas- 
ter of  separating  people 
from  their  personal  data.  If 
you're  wondering  how  you 
get  on  all  those  spam  lists, 
you  can  credit  people  like 
Organ,  who  claims  a  data- 
base of  76  million  names. 

How  does  he  get  your 
name  and  information?  By 
enticing  you  to  hand  over 
your  personal  data  on  Web 
sites  he  owns  that  lead  you 
to  mortgage  offers,  cell 
phone  services,  online  col- 
leges, sweepstakes  and 
other  goodies.  (He  cuts  deals  with  other  Web 
sites  for  data  on  their  visitors,  too.)  In  turn, 
he  peddles  that  information  to  data-mining 
firms  as  evidence  of  your  likely  responsive- 
ness to  marketing  pitches.  If  you  don't  specif- 
ically ask  not  to  be  contacted  by  marketers — 
"opt  out"  in  the  terminology  of 
spammers — it's  all  perfectly  legal,  and  list  bro- 
kers such  as  Organ  can  resell  the  data  many 
times  over. 

Organ's  creation  is  the  most  recent 
method  marketers  are  using  to  gather  per- 
sonal data  despite  antispam  laws  and  privacy 
restrictions.  Another  technique  is  "age  veri- 
fication" portals,  used  to  screen  out  minors 
from,  say,  watching  an  R- rated  movie  trailer. 
The  systems  verify  names,  birthdays  and  zip 


codes  against  driver's  licenses  and  governn 
databases.  Not  clearly  stated  is  that  the 
sonal  information  is  often  retained  by 
client,  who  can  use  it  to  hound  the  consu 
with  marketing  offers. 

Time  Warner's  New  Line  Cinema,  foi 
stance,  uses  an  age-verification  system  be 
displaying  the  R- rated  first  six  minutes  C 
hypervioient  Running  Scared  movie.  The 
verifier  is  run  by  a  division  of  Aristotle 
ternational,  the  largest  seller  of  such  syst« 
New  Line  doesn't  specifically  ask  for  con 
to  use  the  information,  which  it  can  rel 
but  on  a  separate  privacy  page  discloses 
it  may  pass  along  the  data  to  companies  1 
want  to  market  products  or  services  to  y 
The  company  declines  to  comment  on 
age- verification  system. 

Organ  got  his  start  as  a  list  broker  in  1 
with  a  business  that  helped  prospective 
lege  students  find  scholarships.  The 
money  came  from  selling  names  of  stud 
interested  in  a  loan  to  firms  such  as  Cities 
which  paid  Organ  $3  for  each  name.  On 
later  set  up  another  Web  business  to  vacu 
up  names  of  job  hunters,  another  gold  rn 
for  marketers  trolling  for  prospects.  Ori 
in  turn,  sells  his  lists  to  big  data-mining  fi 
such  as  InfoUSA  and  Experian. 

With  Responderinfo.com,  Organ  is  i 
going  straight  to  market — and  snoopy  ne: 
bors.  He  says  he's  getting  4,000  to  5,000  p 
pie  "playing  around"  on  the  site  daily, 
dealers  are  buying  100  to  200  names  wit 
a  zip  code.  He  sees  his  service  as  helping  sr 
businesses  that  can't  afford  or  don't  need 
data  lists.  "It  could  be  offers  from  [jPMorg 
Chase,"  he  says.  "We  don't  do  penis  enlai 
ment  offers,  that's  for  sure."  God  forbid. 

Whether  the  service  is  fruitful  for  b 
ers  is  another  matter.  E-mails  sent  to  sev 
people  on  the  list  bounced  back  as  unde 
erable,  and  those  who  did  respond  were  n 
too  happy  that  their  Internet  habits  were 
posed  to  the  world,  much  less  to  market 

"I  do  not  like  anyone  on  the  Internet  1 
ing  access  to  my  information,  especially 
phone  number,  which  is  unlisted,"  e-m 
Janie  Spataro,  a  writer  in  Los  Angeles'  Pac 
Palisades  neighborhood.  In  that  case 
might  have  refrained  from  recently  enter 
various  online  food  contests  that  required 
name  and  address.  Even  in  Cybersp 
there's  no  free  lunch. 
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fie  four  corners  of  the  world. 

working  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
iiowledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
ianagement  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
:hplement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
iur  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 


learn  more  about  Ricoh,  go  to  ricoh.com/thinkasone 


RICOH 


front 


Paper  Money 

Many  newspapers  abroad  are 
weathering  the  same  malaise  that 
has  befallen  their  American  counter-, 
parts.  Yet  newspaper  publishing  still 
seems  to  attract  billionaires  around 
the  world,  including  those  listed 
below.  Our  annual  coverage  of  the 
world's  .richest  people  begins  on 
page  111.  —Megan  Johnston 


SERGE  DASSAULT, 
France.  His  Socpresse 
publishes  newspapers 
and  magazines,  in- 
cluding conservative 
daily  "Le  Figaro." 

FRIEDE  SPRINGER, 
Germany.  Widow  of  Axel 
Springer,  founder  of  the 
country's  largest  news- 
paper publisher,  with  150 
titles  in  27  countries. 


INDU  JAIN,  India. 
Chairwoman  of  Bennett, 
Coleman,  publisher  of  the 
"Times  of  India,"  the 
largest  English-language 
daily  in  the  world. 


ANTHONY  O'REILLY, 
Ireland.  Chief  executive 
of  Independent  News  & 
Media,  with  175  titles 
and  a  weekly  audience 
of  100  million. 


JESUS  DE  POLANCO, 
Spain.  Founder  and 
chairman  of  Grupo 
Prisa,  publisher  of 
"El  Pais,"  the  nation's 
most-read  newspaper. 


DAVID  (shown)  AND 
FREDERICK  BARCLAY, 
U.K.  Bought  Telegraph 
Group  from  Conrad 
Black's  Hollinger  Inter- 
national in  2004. 


AYDIN  P0GAN,  Turkey. 
Dogan  Yayin  Holding 
has  40%  of  the  country's 
newspaper  circulation, 
with  eight  dailies,  in- 
cluding English-language 
"Turkish  Daily  News." 


HEALTH  CARE 


The  Recall  That  Wasn't 

Baxter's  drug  infusion  pumps  were  recalled  last  yea 
Yet  they're  still  in  wide  use.  Why? 

By  Emily  Lambert 


LAST  YEAR  BAXTER  INTERNATIONAL 
recalled  256,000  of  its  Colleague  drug- 
infusion  pumps,  four  times  in  the  year 
issuing  warnings  of  serious  flaws  to  doctors 
and  hospitals.  Seven  people  may  have  died 
as  a  result  of  problems  with  the  pumps,  says 
Baxter.  In  October  the  Food  &  Drug  Admin- 
istration seized  6,000  Colleagues  from  com- 
pany warehouses  in  northern  Illinois.  Yet  the 
pumps  remain  in  wide  use  with  the  blessing 
of  the  FDA:  80,000  times  a  day  patients  in  hos- 
pitals and  nursing  homes  get  their  drugs  in- 
fused through  what  could  be  a  faulty 
Colleague. 

Recalls  aren't  what  they  used  to  be.  The 
term  is  popularly  understood  to  mean  a  prod- 
uct is  dangerous  and  needs  to  be  taken  out 
of  service.  But  medical  devices  have  become 
so  prevalent  and  complex  that  it's  impossi- 
ble and  unpractical  to  remove  them  all.  Last 
year  the  FDA  recalled  87,000  Medtronic  defi- 
brillators and  28,000  Guidant  pacemakers  but 
didn't  require  they  be  exhumed  from  peo- 
ple's chests. 

Now,  with  device  recalls  on  the  rise — 25 
serious  recalls  in  the  12  months  ended  in  Sep- 
tember, up  from  7  two  years  prior — the  in- 
dustry is  saying  that  the  word  "recall"  should 
itself  be  recalled  An  industry  association  for 
Baxter,  Medtronic  and  Guidant  argued  to  the 
FDA  recendy  that  recalls 
scare  patients  and  doctors 
into  the  unnecessary  re- 
moval of  devices.  In  the 
case  of  cardiac  implants, 
not  all  require  removal,  and 
such  a  procedure  may  do 
more  harm  than  good.  For 
such  cases  the  industry  fa- 
vors the  mealier  term  "field 
corrective  action." 

This  makes  sense  for  a 
chest  implant,  but  a  pump 
that  sits  next  to  a  hospital 
bed  is  another  story.  A 
Baxter  spokesperson  says 


Recalls  aren't  what  they  used  to 
be:  the  Colleague  pump. 


Colleague  pumps  are  completely  safe 
used  correctly  and  with  attention.  Baxi 
adds  that  problematic  pumps  should 
removed  from  service  until  inspected.  T 
company  has  yet  to  be  sued  for  liability 
the  death  of  those  seven  patients.  DocH 
are  saying  that  Baxter  deserves  more  th 
a  "corrective  action." 

The  Deerfield,  111.  health  care  ca 
glomerate  ($9.8  billion  in  sales  last  ye< 
has  had  trouble  with  the  Colleague  nea 
since  it  was  introduced  in  the  late  199' 
The  modifications  the  pumps  requir 
over  the  past  four  years  are  "excessive  1 
any  type  of  electromechanical  medin 
device,"  wrote  health  research  firm  ECRII 
2002.  Baxter  has  had  to  stop  selling  ti 
other  pumps  in  the  past  year. 

Paul  Barach,  founding  director  of  tj 
patient  safety  center  at  the  University 
Miami  School  of  Medicine,  says  Baxti 
slow-motion  reaction — it  submitted 
plan  to  fix  the  Colleagues  ten  months  af 
issuing  its  first  related  warning  letter 
evidence  of  lax  safety  regulation. 

Most  hospitals  are  making  the  best  ofi 
as  they're  largely  unable  to  afford  m 
pumps  (they  cost  up  to  $14,000)  and  the  ne 
essary  staff  retraining.  "It's  a  very  good  pur 
in  spite  of  everything,"  offers  Gordon  Ch 
clinical  engineering  ma 
ager  at  the  University  He 
pital  in  Newark,  N.J.  But 
says  he  may  dump  his  G 
leagues  next  year  when 
comes  time  to  replace  the: 
Baxter  saw  sales  in 
infusion  business  fall  25 
in  the  fourth  quarter 
last  year,  to  $850  millic 
It's  in  second  place,  aft 
Cardinal  Health's  Alai 
Medical  Systems.  It  h 
no  immediate  replac 
ment  for  the  Colleag 
line  in  the  pipeline. 
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/hich  CFO  has  an  accountable  health  benefits  company? 


Optimizing  your  company's  financial  results  in  the  face  of  spiraling  health  care  costs  is  a 
challenge.  Minimize  the  stress  by  choosing  a  health  care  company  that's  affordable  and 
accountable.  ■  We're  UnitedHealthcare,  a  national  health  care  company  dedicated  to  tailoring 
high  quality,  affordable  health  benefit  solutions  that  work  for  your  company.  Here's  how: 

Simply  Accountable3"  -  provides  up  to  30%  guaranteed  health  care  cost  savings  for 

new  self-funded  customers 
^)  Definity5™  HSAs  and  HRAs  -  give  your  employees  control  over  their  health  and  health 

care  spending  with  our  industry-leading,  cost-effective  consumer-driven  plans 
Q  Packaged  SavingsSM  -  save  on  combined  dental,  vision,  life  or  disability  plans  -  and 

simplify  your  administrative  workload 
Q  Total  Affordability  Management*™  -  take  advantage  of  our  unique  approach  to  working 

with  physicians,  hospitals  and  consumers  to  optimize  health  care  quality  and  affordability 

We're  UnitedHealthcare,  and  we're  a  health  care  company  you  can  hold  accountable. 


To  learn  more  about  our  innovative  products  and  programs,  contact  your  broker  or 
consultant  or  visit  www.uhc-accountable.com/forbes 


UnitedHealthcare8 

It  just  makes  sense: 


ices  to  self-funded  plans  provided  by  United  Healthcare  Insurance  Company  or  United  HealthCare  Service  LLC  Insurance  coverage  provided  by  or  through  United  HealthCare  Insurance  Company,  United  HealthCare  Insurance  Company 
nr  affiliates  Packaged  Savings  program  may  not  be  available  in  all  states.  UnitedHealthcare's  Definity  Health  Savings  Account  high  deductible  medical  plan  (Definity  HSA)  complies  with  IRS  requirements  and  allows  eligible  enrollees 
ivings  Account  with  a  bank  of  their  choice  "Definity  HSA"  refers  generally  to  the  product  that  includes  a  HDHR  although  in  some  cases  "Definity  HSA"  may  refer  only  to  the  Health  Savings  Account  UnitedHealthcare's  Definity  Health 
Reimbursement  Account,  (Definity  HRA).  combines  a  medical  benefit  plan  with  an  employer-funded  account.  ©  2006  United  HealthCare  Services,  Inc. 
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REAL  ESTATE 


The  Last  Speculators 

Condo  flippers  in  south  Florida  will  tell  you  that  they 
are  sure,  real  sure,  that  they  will  sell  out  at  a  profit. 

By  Stephane  Fitch 


ROBERT  JENKINS,  30,  FOUND  RELIGION, 
quit  his  job  as  a  disc  jockey  at  a  strip 
club  and,  in  2003,  began  speculating 
on  real  estate  in  hot-hot  south  Florida.  He 
borrowed  heavily  and  flipped  19  houses 
in  Fort  Lauderdale,  reaping  prof- 
its of  $750  to  $71,000  on  each 
property  and  plowing  two-thirds 
of  his  $300,000  in  profits  into  still 
more  homes.  He  now  owns 
seven,  worth  $2.5  million  and 
doubts  a  crash  will  happen.  He 
vows  to  keep  flipping,  even  if 
it  does. 

Donna  Franklin,  a  52-year- 
old  former  direct-mail  publisher, 
owns  five  homes.  Last  year  she 
and  a  partner  borrowed  against 
a  Miami  apartment  they  own 
and  rent  out  to  make  down  pay- 
ments on  three  $400,000-plus 
"preconstruction"  condos  in  Fort 
Lauderdale.  They  are  confident 
they  can  flip  the  three  condos  at 
a  nice  markup  soon — well  before 
construction  ends,  at  which  point 
they  must  take  mortgages  for  the 
$1  million  they  owe  developers. 

That  could  be  wishful  think- 
ing. The  number  of  unsold  con- 
dos for  sale  in  and  near  Miami 
has  more  than  doubled  from  a 
year  ago  to  2,232,  says  Miami 
Realtor  David  Dweck.  Foreclo- 
sures nationally  are  up  45%  in  a 
year  and  in  Miami  now  occur  at 
twice  the  national  rate  of  one  per 
1,1 17  homes,  according  to  RealtyTrac.  Some 
25,000  condos  are  under  construction  in  the 
Miami-Dade  area— more  than  the  total 
number  of  purchases  in  the  last  nine  years 
combined 

Three-fourths  of  those  are  in  the  hands 
of  speculators,  says  Jack  F.  McCabe,  a  Deer- 
field  Beach,  Fla.  consultant  to  developers. 


"The  demand  is  artificial.  Most  south  Florida 
speculators  have  been  selling  to  other  spec- 
ulators," he  says.  "It  works  fine — until  you're 
the  greater  fool  and  nobody  else  comes  along 
to  pay  that  higher  price." 


Serial  flipper  Robert  Jenkins  owns  seven  homes — and  isn't 

Neither  Jenkins  nor  Franklin  paid  much 
attention  when  the  Commerce  Department, 
on  Feb.  27,  said  the  supply  of  unsold,  newly 
constructed  homes  across  the  country  had 
ballooned  to  528,000  in  January,  up  60%  from 
the  average  from  1995  to  2004.  Brisk  sales  of 
new  homes  have  helped  prices  stay  aloft,  for 
now;  sales  are  running  at  1.2  million  houses 


a  year,  40%  more  than  normal.  But  if 
mortgage  rates  cause  sales  to  tumbli 
normal  pace,  the  effect  on  prices  wol 
shattering.  And  in  some  parts  of  the 
try  the  last  speculators — people  like  J« 
and  Franklin — would  be  in  deep  quid 
A  correction  may  already  be  unde 
The  number  of  half-million-dollai 
condos  up  for  sale  in  Miami  is  twii 
number  in  Los  Angeles,  whose  popu 
is  four  times  as  large.  In  New  York 
reportedly  slipped  13%  last  summer. 
Vegas  several  developers  have  carl 
projects  amid  soaring  construction 
spurring  suits. 

Condo  prices  in  Floridi 
gone  up  63%  since  2002 
most  speculators  credit  the 
population  growth — a  thoi 
newcomers  per  day.  Others 
the  speculators  thems 
Encino,  Calif,  real  estate 
Marcus  &  Millichap  says 
than  half  the  mortgages  in  E 
are  high-spec  in  nature.  Th 
compared  price  appreciati 
income  growth  in  markets 
the  U.S.  and  fingered  West 
Beach,  Fort  Lauderdale 
Miami  as  three  of  the  five 
vulnerable  to  a  price  corre 
Terrance  and  Jennifer 
both  26,  describe  themsel 
"regular  folks"  who  happ 
own  two  homes.  They  gre 
in  New  York's  Hudson 
Valley  and  moved  to  F 
after  Terrance  finished 
service  in  the  U.S.  Marine  < 
in  2004.  Last  July  they  bom 
on  their  four-bedroom 
near  Tampa  to  pay  $200,0i 
a  two-story  condo  in  a  de^ 
ment  near  downtown  Ts 
They  listed  it  at  $235,000  i 
cember.  Two  months  latei 
dropped  the  price  to  $217,000  and  ar 
ting  some  bites. 

The  Trotts  together  earn  about  $8 
a  year,  and  the  extra  $22,000  a  year  it 
to  carry  their  condo  is  a  severe  drain.  "I 
a  Kia  that  I've  had  since  1999  and  it's  pa 
and  we  only  go  out  to  eat  on  the  week 
and  it's  not  every  weekend,"  Terrance 


worried 
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YOU  SEE  HONG  KONG  SKYSCRAPERS. 
WE  SAW  A  GROUND  FLOOR  INVESTMENT  OPPORTUNITY 


Templeton  fund  managers  spot  global  investment  opportunities  others  might  miss. 


8  In  1997,  when  investors  were  worried  about 
TEfunds°N    China  assuming  control  of  Hong  Kong,  our 

I  fund  managers  had  the  foresight  to  increase 
their  holdings  in  a  Hong  Kong  property  development 
company.  This  smart  move  enabled  our  fund  shareholders 
to  participate  in  the  dynamic  building  boom  that  followed. 

Taking  advantage  of  global  investment  opportunities 
like  this  requires  a  unique  perspective.  One  that  comes 
from  having  offices  in  over  25  countries  and  on-the-ground 
analysts  utilizing  research  techniques  honed  for  over 
50  years. 


For  information  about  how  Templeton's  experience,  expertise 
and  perspective  might  benefit  your  portfolio,  see  your  financial 
advisor,  call  1-800-FRANKLIN  or  visit  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


TEMPLETON  WORLD  FUND 

lingstar  Overall  Rating™  1/31/06  -  Class  Af 

Overall  ^ 

of  394  U  S  -domiciled  World  Stock  Funds 


Before  investing  in  Templeton  World  Fund,  you  should  carefully  consider  the  fund's  investment  goals,  risks, 
charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's  prospectus,  which  you  can  obtain 
from  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  does 
not  guarantee  future  results. 

Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty. 
Morningstar  Ratings  measure  risk-adjusted  returns.  The  Overall  Mormngstar  Rating™  for  a  fund  is  derived 
from  a  weighted  average  of  the  performance  figures  associated  with  its  3-,  5-  and  10-year  (if  applicable) 
rating  metrics. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


)urce:  MnWMM  1/31/06.  For  each  fund  with  at  least  a  3-year  history,  Morningstar  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly  performance  (including 
effects  of  all  sales  charges),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a  Morningstar  Rating™  of  5 
s,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a  fraction  of  one  fund  end 
id  separately.)  The  Fund  was  rated  against  394, 285  and  127  funds  and  received  Morningstar  Ratings  of  3, 4  and  4  stars  for  the  3-,  5-  and  10-year  periods.  Morningstar  Rating""  is  for  Class  A 
res  only;  other  share  classes  may  have  different  performance  characteristics.  ©2006  Morningstar,  Inc.  All  rights  reserved.  The  information  contained  herein  is  proprietary  to  Morningstar  and/or 
:ontent  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages  or 
;es  arising  from  any  use  ot  this  information. 
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says.  If  the  condo  doesn't  sell,  they  may  try 
to  rent  it  out— just  like  everyone  else;  but  even 
at  $  1 ,000  a  month  they  would  be  pouring  cash 
into  the  property. 

In  the  aftermath  of  every  crash  come  a 


few  fearless  soids,  intent  on  making  money 
on  the  misery  of  others.  Jack  McCabe,  the 
Miami  consultant,  is  raising  a  $250  million 
vulture  fund  to  buy  condos.  He  aims  to  pick 
up  $1  billion  of  south  Florida  apartments  on 


the  cheap.  Lenders  are  already  offering  hi 
blocks  of  condos  repossessed  from  d 
tressed  homeowners.  "We'll  focus  on  buyi 
million-dollar  properties  at  2003  prices 
at  70  cents  on  the  dollar,"  he  says. 


MARKETING  SUBVERSION 


Self  Loathing  Sneakers 

Blackspot  is  trying  to  make  a  statement  by  selling 
anti-Nike  shoes.  Except  it  can't  handle  the  selling  part. 

By  David  Whelan 


OUTLAW  CONSULTING,  A  SAN  FRAN- 
cisco  trend-spotting  agency,  recently 
named  Blackspot  sneakers  one  of  the 
12  hottest  urban  brands,  placing  it  in  the 
heady  company  of  Apple's  iPod  and  Von  Zip- 


Footwear  of  choice  for  antiglobalization  protests 


paradox  of  fighting  capitalism  with  capital- 
ism. For  all  their  coolness,  the  sneakers  aren't 
selling  too  well. 

Lasn  originally  got  quotes  from  an 
Indonesian  factory  to  manufacture  the 
shoes  for  $5  a  pair.  Instead  he 
decided  to  pay  $30  a  pair  at 
a  unionized  plant  in  Portu- 
gal. He  lacks  a  TV  campaign 
because  he  thinks  his 
agency's  spots  aren't  titillat- 
ing enough.  Titillation  is 
important  because  he  plans 
to  submit  the  ads  to  CNN  or 
MTV  and  then  generate  pub- 
licity by  suing  when  they  get 
rejected.  Distribution  has 
also  been  a  problem:  He 
relies  on  the  15-person  staff 


of  Adbusters,  a  120,000-cir- 


per  sunglasses.  The  $95  bootlike  sneakers 
make  perfect  footwear  for  a  black-clad, 
window-breaking  anarchist.  The  soles  come 
from  recycled  car  tires;  the  rest  of  the  shoe 
is  hemp  and  fake  leather.  The  nonlogo  logo 
is  a  plain  white  spot,  a  statement  against  cor- 
porate branding.  Each  shoe  has  a  special  red 
tip— perfect,  says  Blackspot  Chief  Kalle 
Lasn,  for  "kicking  corporate  ass."  Or  more 
specifically,  for  "kicking  Phil  Knight's  ass,"  a 
reference  to  the  Nike  founder. 

You  might  get  the  idea  by  now  that  Lasn 
isn't  your  typical  Chamber  of  Commerce 
member.  He's  an  antiglobalization  cam- 
paigner and  publisher  who's  also  running  a 
company.  Resistant  to  anything  that  smacks 
of  commerce,  however,  he's  confronting  the 


culation  publication  he  runs,  plus  volun- 
teer sales  reps.  He  refuses  to  sell  to  "cor- 
porate" chains  like  Foot  Locker,  instead 
using  small  sneaker  boutiques.  "The  tricky 
thing  with  them  is  that  they  ship  from  Por- 
tugal, then  to  Canada,  then  here,"  says 
Sarah  Baker,  the  shoe  buyer  at  Old  School 
Shoes  in  Santa  Cruz,  one  of  only  five  stores 
in  California  that  carry  Blackspot. 

Since  2003  Blackspot  has  sold  only 
20,000  pairs,  which  is  about  what  Nike  sells 
in  an  hour.  Even  with  these  dismal  results 
Lasn's  ambitions  remain  unchecked,  as  he 
talks  about  expanding  the  brand  to  take  down 
Starbucks  and  McDonald's,  among  other  cor- 
porations. We  don't  expect  Starbucks  shares 
to  trade  off  when  this  gets  out  F 


Memo  to  Icahn: 
Try  a  Blog 

Having  failed  to 
nudge  Time 
Warner,  corpora) 
troublemaker 
Carl  Icahn  mighi 
pick  up  some 
pointers  from  Japanese  billionaire 
Eitaro  Itoyama.  Last  month  Itoyarri 
who  owns  4%  of  Japan  Airlines  (an 
is  worth  $4.2  billion),  used  his  blog 
to  launch  a  scathing  attack  on 
Toshiyuki  Shinmachi,  president  of 
Japan's  biggest  carrier,  for  failing  to 
stem  losses  that  could  reach  $400 
million  in  the  year  ending  Mar.  31, 
Itoyama  accused  Shinmachi  of 
"betraying"  shareholders  and 
demanded  his  ouster.  In  a  country 
where  business,  on  the  surface  at 
least,  is  conducted  in  a  courteous 
manner  and  shareholder  activism  ii 
rare,  Itoyamas  online  pounding  wal 
too  tempting  for  Japans  mainstreari 
media  to  ignore.  The  following  day 
it  was  Japans  hottest  business  storyj 
and  the  beginning  of  the  end  for 
Shinmachi  and  his  11 -month 
tenure.  He  is  being  bumped  to 
chairman.  His  successor,  Haruka 
Nishimatsu,  who  will  take  over  in 
June  if  shareholders  approve,  better 
beware,  because  the  blogger  is  on  ai 
roll.  In  a  posting  Itoyama  referred  t 
the  new  president  as  "Nishimatsu 
who?"  and  called  on  him  to  reinsta 
dividend  payments.       — Tim  Ke 
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Go  global. 


iia  is  your  connection  to  the  world.  A  place  where  companies  have  a  global  reach.  Home  to  the  world's  number  one 
t— with  nonstop  flights  to  more  than  40  international  cities,  the  fastest-growing  port  on  the  East  Coast,  and  more 
1,600  internationally  owned  businesses,  Georgia  is  ready  to  help  your  company  do  business  with  the  world. 
<~t  the  Georgia  Department  of  Economic  Development  at  404.962.4006.  Visit  georgia.org.  Put  your  dreams  in  motion. 


AND  NOW 
FOR  OUR 
NEXT  ACT. 
HEADLIGHTS 
THAT  SEE 
AROUND 
CORNERS. 


lot  the  latest  in  espionage  equipment.  Just  our  way  of  helping  you  see  whatever 
around  the  next  bend.  These  ingenious  headlights*  respond  to  curves  by  pivoting 
degrees  as  you  turn,  acting  in  much  the  same  way  as  your  peripheral  vision 
llowing  you  more  of  a  chance  to  respond.  At  Lexus,  we  stay  ahead  of  the  curve, 
:an,  too.  To  learn  more  about  our  pursuit  of  perfection,  please  visit  lexus.com. 


echnoloav 


ENERGY 


Sun 


King 

Photovoltaics  vendor 
Zhengrong  Shi  is  worth 
only  $2.2  billion.  If  he 
could  just  make  solar 
power  cost-effective,  he 
could  be  really  rich. 
By  Russell  Flannery 


WHEN  PRESIDENT  BUSH 
touted  solar  power  in 
his  State  of  the  Union 
address  as  a  way  to 
wean  the  U.S.  from  its 
addiction  to  oil,  little  did  he  know  that  his 
words  would  directly  benefit  an  obscure 
China-born  electrical  engineer  named 
Zhengrong  Shi. 

Obscure,  yes.  Poor,  no.  Shi,  an  Australian 
citizen,  is  mainland  Chinas  richest  man  and 
one  of  its  newest  billionaires,  worth  $2.2  bil- 
lion. His  company,  Sun-  zhengrong  Shi's 
tech  Power  Holdings, 
produces  solar  cells,  pan- 
els and  related  gear  used 
to  turn  sunlight  into  elec- 
tricity. Since  their  listing 
in  December  on  the  New  York  Stock  Ex- 
change, Suntechs  shares  have  nearly  doubled, 
giving  the  company  a  $5.5  billion  market 
value,  the  largest  in  the  world  for  a  manu- 
facturer of  solar  cells. 

Like  so  many  Chinese  firms,  Suntech, 
based  in  the  city  of  Wuxi,  is  gaining  on  its 


Suntech  Power  is 
leading  China's 
climb  to  power 

in  the  renewable 
energy  trade. 
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:as  competition.  Its  production 
'.  doubled  last  year,  making  it  the 
s  eighth-largest  producer  of  solar 
with  $226  million  in  revenue,  up 
$85  million  in  2004.  Shi  predicts 
ph's  sales  will  triple  in  the  next  three 
which  would  put  it  in  the  same 
as  Kyocera  and  Q-Cells. 
•ur  success  comes  from  being  in  a 
(industry,"  says  Shi,  a  modest  man 
Barely  grants  interviews, 
iorldwide  demand  for  solar  cells  has 
|growing  30%  a  year  for  the  past 
Blears,  and  the  good  times  will  likely 
tue.  Solarbuzz,  a  research  firm  in 
Bfancisco,  predicts  that  the  industry's 
flvill  climb  from  $10  billion  this  year 
|  billion  in  2010.  Such  prospects  have 
|pd  froth  in  solar  stocks.  At  57  times 
l:ted  2006  earnings,  Suntech  can't 
lold  a  candle  to  SunPower,  a  Califor- 
iar  cell  maker  at  131  times. 
Intech,  which  only  in  December 
fi  selling  its  solar  panels  in  the  U.S., 
rarely  scratched  the  market  in  China, 
iitry  with  a  lot  of  remote  outposts 
In  underdeveloped  utility  sector. 
1  is  now  fourth  in  the  world  in  solar 
■oduction,  after  Japan,  Germany  and 
IS.,  according  to  industry  consultant 
IMaycock,  editor  of  the  monthly 
fetter  PV  News.  Suntech  accounts  for 
ihan  half  of  China's  output.  "Shi  will 
1  lot  of  staying  power  in  the  indus- 
lays  Jesse  Pichel,  a  senior  analyst  at 
jFaffray  in  New  York, 
fli  grew  up  in  Jiangsu  Province,  on 
land  in  the  Yangtze  River,  and 
feed  a  master's  degree  in  laser 
l:s  before  leaving  home  for  Australia 
18.  There  he  studied  under  Martin 
i,  whose  laboratory  at  the  Univer- 
f  New  South  Wales  set  a  string  of 
:ncy  records  for  solar  cells,  raising 
nount  of  sunlight  energy  that  can 
nverted  into  electricity  from  18% 
13  to  24%  in  2004.  For  the  moment, 
ttainment  is  a  phenomenon  of  the 
nly;  commercial  cells  typically 


deliver  16%  to  17%. 

In  1995,  three  years  after  finishing  his 
Ph.D.,  Shi  went  to  Pacific  Solar,  a  joint 
venture  between  the  university  and  an 
Australian  utility,  Pacific  Power,  that  spe- 
cialized in  a  new  variety  of  lower-cost 
photovoltaics  called  thin- film  solar  cells. 
Shi  became  an  Australian  citizen  but  was 
lured  back  to  his  homeland  in  2001  by 
$6  million  in  seed  capital  offered  by  the 
city  of  Wuxi,  80  miles  northeast  of 
Shanghai. 

Working  on  this  shoestring,  Shi 
bought  secondhand  equipment.  He 
picked  up  manufacturing  gear  from  the 
bankrupt  U.S.  company  Astrosolar  at  50 
cents  on  the  dollar.  Taking  advantage  of 
China's  low  wage  rates,  he  has  a  lot  of  his 
1,300  workers  doing  jobs  that  in  Ger- 
many or  Japan  would  be  handed  off  to  a 
robot.  Suntech's  products  are  10%  cheaper 
than  those  of  U.S.  rivals,  says  analyst 
Pichel. 

For  now  Shi  has  also  managed  to 
overcome  the  solar  industry's  big 
headache:  an  extremely  tight  supply  of 
silicon  wafers.  Contract  prices  are  likely 
to  rise  by  30%  or  more  this  year  and 


By  the  Numbers 


Rise  and  Shine 

Solar  power  is  growing  fast  but  is 
still  an  expensive  energy  source. 


cents.  Price  per  kWh  for 
industrial  solar  power,  four  times 
the  average  price  of  electricity. 


Percentage  of 
annual  worldwide  solar  energy 
capacity  increase,  2000  to  2004. 


The  rank  of  silicon  among 
elements  in  Earth's  crust. 

Sources:  Solarbuzz;  U.S.  Department  of 
Energy;  Renewable  Energy  Policy  Network. 


another  20%  in  2007.  Shi  has  long-term 
contracts  for  wafer  supplies  for  40%  of 
his  production,  including  a  ten-year  deal 
with  Deutsche  Solar  in  Germany. 

Shi's  ability  to  innovate  with  new 
materials  such  as  thin -film  solar  cells  and 
silicon  purification  technologies  will  be 
crucial  to  his  ability  to  keep  up  with 
industry  heavies  such  as  Sharp  and  BP 
Solar.  The  company's  public  offering, 
which  raised  $400  million,  will  add  $20 
million  to  its  research  budget,  more  than 
it  has  spent  since  its  inception. 

Suntech's  work  on  silicon  purification 
will  help  raise  its  sunlight-conversion  effi- 
ciency to  18%,  about  1.5  percentage  points 
ahead  of  the  industry,  according  to  Shi. 
And  he  doesn't  rule  out  overseas  mergers 
or  acquisitions  that  advance  his  technol- 
ogy. "It's  ideas  that  will  determine  success," 
he  says. 

Do  solar  cells  pay  for  themselves?  Not 
if  conventional  power  is  available.  A 
50-kilowatt  system  large  enough  to  power 
a  small  office  building  costs  about  $350,000 
to  install.  In  a  sunny  state  such  as  Arizona, 
this  system  can  generate  80,000  kilowatt- 
hours  of  electricity  a  year,  which  would 
normally  cost  $7,200  a  year  at  a  retail  rate 
of  9  cents  per  kilowatt-hour,  producing  a 
crummy  dividend  of  2%  (ignoring  depre- 
ciation, tax  benefits  and  subsidies).  Outside 
of  Japan,  most  of  the  solar  industry  survives 
on  government  incentives  and  demand  for 
solar  power  at  remote  locations. 

Shi  says  Suntech,  like  China  itself,  is 
ready  to  leapfrog.  "Now  the  industry  looks 
fairly  small,  and  applications  aren't  fairly 
spread.  But  I  believe  with  the  momentum 
that  we  have,  in  three  to  four  years  time  it 
will  really  take  off 

Anything  could  happen.  With  a  few 
more  research  breakthroughs  or  a  con- 
tinued rise  in  overall  energy  prices, 
unsubsidized  solar  might  even  become 
competitive  with  conventional  power 
supplies.  But  the  solar  industry  has  been 
striving  toward  that  goal  for  the  past  few 
decades  without  much  success.  F 
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Digital  Tnnk  i  Stephen  Manes 


Web  Wide  Word 


Javascript  and  XML,"  two  of  those  technologies).  Ajaxlfl 
to  flow  between  your  machine  and  remote  servers  witbutk 
to  refresh  the  entire  window  ev  en,'  time  you  change  a  aifl 

piece  of  data. 

This  movement  to  browserware  has  already  begfl 
hold  in  the  corporate  world  with  products  like  Saleora 
N'etSuite;  Microsoft  Office  Live,  aimed  squarely  at  nail 
nesses,  is  still  in  testing.  But  developers  are  increasiri|H 
this  kind  of  software  for  consumers,  though  many  oiheMl 
grams  still  feel  unpolished.  The  most  interesting  fveeend 
still-in-development  Writely,  a  surprisingly  full-feairedi 
processor  that  feels  much  like  a  stripped-down  ea 
Microsoft  Word  but  works  in  your  browser  with  < 
stored  on  Writely 's  site. 

Each  document  is  limited  to  500  kilobytes  plus  2m 
per  embedded  image,  big  enough  for  almost  anybofl 
edit  on  just  about  anv  machine  vou  can  find — Windos, . 


Now  you  aid 
your  colleai 
can  collaboi 
on  sophistii 
documents  t 
same  time  <ndi 
see  the  resits  i 
your  brows  r. 
Cost?  Zero. 


I  S  IT  TIME  TO  OUTSOURCE  YOUR  MUNDANE  OFFICE  TASKS 
I  to  software  that  resides  on  the  Web,  works  in  your  browser 
I  and  stores  your  documents  on  hard  drives  that  don't  live 
I  where  you  do?  It's  actually  possible,  thanks  to  sophisticated 
MM  new  program-,  *hat  have  collectively  been  dubbed  Web  2.0 
or  SaaS,  for  Software  as  a  Service. 

ffs  a  nifty  trick  transmogrifying  your  garden-variety  Web 
browser  into  something  that  mimics  much  of  the  sophistication  of 
familiar  stand-alone  office  tools.  Much  of  it  is  accomplished  by  a 
collection  of  technologic  known  as  Ajax  ( short  for  "asynchronous 


Linux — as  long  as  y.'ve  a 
standard  browser  lii  Into! 
Explorer  or  Firefox.  l  least! 
the  moment,  the  prcam  wf 
run  in  Safari  or  Oper 

It's  totally  free, but  m 
would  you  want  t  botij 
Where  Writely  shim  is  int 
ting  you  collaborate  uh  otp 
It's  easy  to  share  a  docnentl 
the  word  and  the  pr.;ram  1 
e-mail  invitations  to  anyone  you  choose.  When  you  illabol 
on  a  file,  others  logged  into  it  at  the  same  time  see  wh  yoa^ 
almost  instantly — and  you  see  what  they  enter.  Write  autoN 
ically  saves  changes  to  its  servers  at  brief  intervals  sthaHl 
users  are  as  up-to-date  as  possible.  The  program  eveputW 
warning  when  two  people  simultaneously  try  to  d  cliff* 
things  to  the  same  text 

In  the  spirit  of  extended  collaboration,  Writely  letywi 
lish  your  material  directly  to  a  public  or  password-procfcl 
page,  assigning  a  specific  Web  address  you  can  link  t<  A 
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tively,  you  can  post  your  document  directly 
to  a  blog. 

Drag-and-drop  editing  and  a  spell- 
checker  are  available— surprising  for  a  pro- 
gram that  lives  inside  your  browser.  Writely 
lets  you  undo  mistakes,  and  it  also  keeps 
track  of  many  of  your  revisions,  so  you  can 
return  to  earlier  iterations.  And  Writely  can 
show  you  the  changes  each  user  makes  to  a 
document,  highly  useful  when  multiple 
users  edit  sequentially. 

So  are  you  ready  to  kick  Microsoft 
Office  off  your  machine  yet?  Not  quite. 
Writely  simply  won't  work  when  you're  not 
connected  to  the  Net,  like  when  you're  on  a 
plane.  But  to  compensate,  Writely  lets  you 
save  documents  locally  in  several  different 
formats,  including  Microsoft  Word,  Adobe 
PDF  and  HTML.  And  Writely  offers  a  clever 
way  of  uploading  multiple  documents  by 
receiving  them  as  e-mail  attachments  sent 
to  a  special  address. 

Writely  s  major  weakness  is  printing.  It 
basically  hands  off  that  part  of  the  job  to 
the  browser,  and  printing  is  not  something 
browsers  have  traditionally  been  good  at. 
Printing  becomes  a  cumbersome  multistep 
process,  and  if  you  want  something  as  sim- 
ple as  a  document  whose  headers  and  foot- 
ers and  numbering  begin  on  the  second 
page  instead  of  the  first,  it's  up  to  you  to  to 
figure  out  a  work-around.  Formatting  for 
PDF  files  is  problematic,  too. 

Other  things  don't  work  the  way  you 
expect  them  to.  Though  you  can  use  18 
fonts  in  seven  sizes  (and  italic,  bold, 
underlining,  strikeout,  sub-  and  super- 
scripting  and  a  rainbow  of  colors),  there's 
no  way  to  set  global  defaults  so  that  every 
document  you  open  starts  out  with  the  settings  you  want.  Left 
and  right  quote  marks  are  unavailable.  The  "preliminary"  find- 
and-replace  feature  can't  find  words  without  replacing  or 
deleting  them. 

Though  Writely  can  handle  tables  and  indented  blocks  of 
text,  it  doesn't  understand  tabs,  which  can  lead  to  ragged  inden- 
tations at  the  beginnings  of  paragraphs.  With  Firefox,  you  can't 
use  right-clicking  to  cut  and  paste  materials,  you  can  only  use 
keyboard  commands. 

This  is  still  very  much  a  trial,  or  beta,  version,  and  Writely  has 
a  clever  voting  procedure  to  determine  when  that  trial  might  end. 
As  I  write,  a  "beta  meter"  currently  stands  at  58%;  Jennifer  Maz- 
zon,  the  company's  marketing  vice  president,  says  that  the  com- 
pany will  probabh  I  clare  the  product  out  of  beta  when 
70%  of  users  think  thai  should  happen. 

But  there  are  stil!  b   ;s  aplenty.  One  machine  I  tried 
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Are  there  free  Web-based  spreadsheets?  Answer:  Barely.  The  ones  I  tried 
are  not  nearly  as  polished  as  the  competition  in  word  processing.  Irows 
is  a  free,  under-development  spreadsheet  that  does  a  pretty  good  job 
of  importing  Excel  files.  It  has  some  clever  features,  including  the  ability  to  ere 
ate  quick  graphs  and  charts.  But  its  omissions  are  striking,  including  the  ability 
to  sort  even  a  single  column.  That  and  a  host  of  other  features  like  printing 
are  listed  in  the  "What's  new"  page's  "Coming  soon"  and  "Coming  later"  lists 
Check  those  omissions  before  you  start  a  project  and  discover  you  won't  be 
able  to  finish  it  until  "soon"  or  "later." 

Jotspot  Tracker  looks  like  a  spreadsheet,  but  the  tip-off  to  its  limitations  is 
the  lack  of  alphabetic  labels  for  its  columns.  Turns  out  it's  so  simple  it  doesn't 
even  let  you  enter  formulas.  Its  best  feature  is  its  ability  to  sort  columnar  infor 
mation  and  let  you  share  it  with  others — but  if  you  want  to  create  so  much  as 
a  single  total  or  count,  surf  on  by. 

Num  Sum  has  gotten  undue  attention  in  the  blogosphere.  It  does  offer  a 
fairly  extensive  range  of  numeric  functions,  but  on  my  systems,  even  smallish 
sheets  ran  sluggishly  and  often  generated  error  messages  from  my  browser.  Its 
ability  to  import  from  existing  spreadsheets  is  rudimentary  and  its  ability  to 
sort  data  is  almost  useless. 

Worst  of  all,  the  not-obvious  default  is  that  everything  you  do  is  automati- 
cally shared  on  the  Web  until  you  change  the  setting  for  each  sheet  you  cre- 
ate. The  many  probably-shouldn't-be-public  sheets  available  on  the  site  sug- 
gest Num  Sum  users  do  not  entirely  understand  this.  Making  data  public 
should  be  a  choice,  not  an  accident.  — S.M 


In  the  spirit  of 
collaboration, 
you  can  easily 
publish  your 
material  to  a 
Web  page  or 
your  blog. 


wouldn't  let  me  log  into  Writely  even  though  it  h 
no  problems  with  other  Ajax  programs.  And  at  c 
point  I  nearly  lost  this  entire  article  when  I  delib 
ately  deleted  it  and  the  program  refused  to  let  i 
revert  to  an  earlier  point. 

Writely  says  its  service  is  "extremely  secure,"  bu 
doesn't  encrypt  your  data  on  its  servers,  it  does 
encrypt  your  password  when  you  sign  on,  anc 
sends  temporary  passwords  via  e-mail  in  plain  te 
Those  are  potential  problems,  particularly  in  Wi 
cafes  where  encryption  is  typically  lacking  and  ar 
one  with  the  right  equipment  can  in  theory  sniff  c 
what  you're  doing.  Type  with  care. 

For  comparison,  I  tried  a  competing  product  called  Zo 
Writer,  which  offers  a  few  features  (like  emoticons)  that  Writi 
doesn't.  I  wasn't  impressed,  particularly  when  simultaneous  ed 
ing  didn't  seem  to  work.  Though  Writely 's  documentation 
inadequate,  Zoho's  is  almost  nonexistent. 

Today  Writely 's  software  and  storage  are  totally  free  a: 
unencumbered  by  ads.  Someday  certain  features  may  carry  a  st 
charge  and  ads  could  arrive.  But  for  now  Writely  seems  beti 
than  many  expensive  word  processors  that  got  raves  back  in  t 
early  days  of  PCs.  I  wrote  this  column  with  it.  On  a  Winder 
machine  and  a  Mac.  At  the  same  time.  Just  by  turning  from  o 
keyboard  to  the  other.  Nice. 


Forbes 


Stephen  Manes  (steve@cranky.com)  is  cohost  of 

PC  World's  Digital  Duo,  which  appears  weekly  on  public 

television.  Visit  his  home  page  at  www.forbes.com/manes 
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Aetna  Pharmacy 


Predicting  cost 
trends  with 
greater  accuracy. 

In  order  to  manage  your  annual 
prescription  drug  expenditure,  you 
need  reliable  cost  trend  predictions. 
As  a  health  care  insurer,  Aetna's 
extensive  experience  in  the  industry 
helps  us  forecast  your  pharmacy  costs 
more  accurately.  And  our  incentive 
to  be  accurate  is  even  greater  than 
pharmacy-only  benefits  managers' 
because  we  are  financially  responsible 
for  the  members  we  insure.  To  find 
out  how  we  can  help  your  business, 
call  your  broker,  Aetna  representative, 
or  visit  us  today  at  aetna.com. 


We  want  you  to  know- 
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©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health 
insurance  plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29 
and  GR-700-W. 


INTERNET  ADVERTISING 


or  dollars: 
Jambo  Chief  Executi 
John  Melideo. 


I  GOR  EDELMAN  ROLLS  HIS  EYES 
I  when  he  talks  of  using  Internet  search 
I  service  ads  to  find  buyers  for  his  im- 
§  ported  furniture.  The  cofounder  of 
I  Bohac  Home  in  Los  Angeles  has 
shelled  out  $2 1 ,000  since  last  summer  for  pay- 
per-click  ads  on  Yahoo  and  Google.  The  ads 
generate  a  lot  of  interest— Edelman  pays  up 
to  40  cents  every  time  a  prospective  customer 
clicks  on  an  ad's  link  to  Bohac  Homes  Web 
site — but  few  sales.  The  online  ads  have 
resulted  in  15  transactions  totaling  $20,000, 
disappointing  the  retailer,  which  posted  $1.5 
million  in  2005  sales. 

Bohac  Home,  like  many  small-fry  com- 
panies, needs  more  than  an  online  connec- 
tion to  sell  products.  Many  customers  have 
questions  about  Bohac's  wooden  furniture 


and  Asian-inspired  housewares  after  perus- 
ing photographs  on  the  company's  Web  site, 
where  some  items,  with  price  tags  as  high 
as  $10,000,  are  pictured  stacked  on  top  of 
one  another.  Edelman  says  local  shoppers 
are  three  times  as  likely  to  make  a  pur- 
chase— $1,500  on  average — if  they  speak 
with  a  salesperson.  And  they  are  more  likely 
to  dial  a  local  number  than  an  800  line.  "We 
need  to  talk  about  our  furniture  to  cus- 
tomers," says  he. 

Now,  finally,  he  can  place  Internet  ads 
that  let  him  do  just  that.  Jambo,  a  fledgling 
company  in  Agoura  Hills,  Calif,  is  one  of 
a  growing  army  of  online  ad  sellers  that 
aim  to  help  local  dry  cleaners,  dentists  and 
specialty  retailers  like  Bohac  Home  troll 
for  customers  online  by  offering  pay-per- 


No  Web  site? 
No  worries.  Plumber 
car  dealers  and 
florists  can  find 
online  customers 
through  ads  that 
put  buyers  and 
sellers  in  touch  by 
telephone. 
By  Matthew  Swibel 


call  ads  modeled  after  popular  pay-p< 
click  appeals. 

"We  want  to  be  to  local  search  wtl 
Google  is  to  national  search,"  says  Jol 
Melideo,  chief  executive  of  Jambo,  which 
Swahili  for  "hello." 

There  are  some  10  million  merchari 
who  spend  $15  billion  a  year  pitchil 
their  products  and  services  in  the  fii 
print  of  the  Yellow  Pages  and  in  ValPa 
style  direct  mail,  says  the  Kelsey  Group 
market  researcher  in  Princeton,  N.J.  Bl 
86%  of  these  small  firms  spend  nothii 
on  the  Internet.  Many  don't  have  Wil 
sites.  Some  don't  have  offerings  that  a 
easily  represented  online. 

But  soon  small-time  ambulance-chasii 
attorneys  will  be  able  to  field  calls  fro 
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Challenge  the  ordinary. 


Be  E  ftraordinary 


NEW  FREE 

POWERFUL 

RESEARCH 

INDEPENDENT  SOURCES 


NEW 


INTELLIGENT 
INVESTING  OPTIMIZER 


INVESTMENT 

RECOMMENDATIONS 
ONLINE,  IN  PERSON 
OR  BY  PHONE1 


10-398-7854  etrade.com/switchtoday 


E4  TRADE 

FINANCIAL* 


vestment  Specialists  Group  provides  recommendations  on  mutual  funds,  bonds,  preferred  stocks,  closed-end  funds,  structured  products  -  including  equity  linked  CDs,  and 
ocation.  Customers  are  required  to  complete  additional  forms  and  documentation  in  order  to  receive  such  services.  Different  commission  structures  may  apply  and  in  some 
less  or  more  than  the  rates  posted  on  the  website. 

esponse  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

s  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC 
E'TRADE  FINANCIAL  Corp.  All  rights  reserved. 


Whether 


luxurious  accommodations, 
gourmet  cuisine,  pristine 


Marketing 


prospective  clients  when  someone  peck, 
"whiplash"  into  a  search  engine  sud 
Google.  Pay-per-call  ads  pop  up  alonj 
search  results  and  include  a  phone  nuj 
for  the  advertiser  instead  of  a  Web  lii 
an  Internet  address.  Jambo  assigns  a 
number,  which  Melideo  believes  is 
inviting  to  customers  than  an  800  nur 
Jambo  then  routes  calls  to  merchants, 
typically  pay  $13  a  call. 

Pay-per-call  ads  seem  to  sidestej 
click  fraud  problem  (a  dirty  player  did 
an  ad  repeatedly,  just  to  run  up  a  com! 
tor's  ad  bill)  and  may  be  more  inviting 
conventional  Web  ads  to  customers 
prefer  not  to  share  personal  and  credit 
information  online.  The  response  rat 
telephone-based  ads  is  8%,  compared 
3%  for  pay-per-click  ads,  says  the  K 
Group,  which  predicts  revenue  from 
per-call  ads  could  jump  from  zilch  in 
to  $4  billion  by  2009. 

But  pay-per-call  ads  don't  guarante 
vacy.  Jambo  plans  to  offer  marketers  L 
mation  about  callers,  including  their  n 
zip  code  and  the  approximate  price  they 
for  their  home.  Later  this  year,  says  Mel 
car  dealers  who  get  a  call  via  an  onlii 
can  get  info  about  the  caller's  car-owne 
and  driving  history. 

Jambo,  coheaded  by  Ronald  Bu 
founder  of  Internet  service  provider 
Zero,  claims  to  be  running  a  pretax  p 
margin  of  20%  on  annual  sales  of  $6 
lion.  It  lures  merchants  online,  inclu 
ZipGlass,  an  auto  glass  chain  in  Or 
County,  Calif,  and  Jeffrey  Rubinste 
criminal  attorney  in  L.A.,  by  offering 
unsolicited  listings  and  calls  for 
weeks.  Jambo  remits  as  much  as  65% 
revenue  to  the  Web  search  services  w 
the  leads  start  and  2  cents  a  call  to  p 
companies  that  provide  the  connec 
and  bill  the  merchant. 

The  phone  companies  are  not  co; 
with  any  crummy  2-cent  fee  and  are  r 
ing  in  on  Jambos  business.  Verizon,  w 
publishes  SuperPages  online,  began  off 
pay-per-call  ads  last  October  throug 
3,000-person  sales  force.  Jambos  main 
Ingenio  of  San  Francisco,  got  a  boos 
April  when  the  privately  held  com] 
which  posts  ads  with  800  numbers,  parti 
with  Time  Warners  AOL.  Google  began 
ing  a  pay-per-call  service  last  year. 
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a  lavish  group  retreat  or  a 

rewarding  incentive  for  your  top  ~*mm*r  beaches,  state-of-the-art 

performers,  Grand  Lido  Resorts  &  conference  facilities  and, 

Spas  are  up  to  the  task,  from  an  endless  variety  of  activities 

the  casual  elegance  of  Grand  to  Iceep  -everyone  invigorated 

Lido  Negril  to  the.  cjuiet  charm  of  and  entertained.  All  included  in 

Grand  Lido  5raco,  you'll,  discover  one  simple  upfront  price. 

Win  a  5  day/4  night  trip  for  2! 

Register  online  at  www.grandlido.com/groups  for  your  chance  to  win. 
No  purchase  necessary.  Airfare  extra.  See  website  for  details. 

Visit  www.grandlido.com  or  call  your  travel  agent  or  1-800-Go-Super  (467-8737). 


Thirty  percent  of  children  with  cancer  today 
won't  live  long  enough  to  graduate  from 
college.  Our  kids  deserve  better.  Help 

us  support  research  that  can  help  them  live 

longer,  healthier  lives.  Calh. 800. 458. 6223 
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'EST  JAPAN 

ernment  of  Japan 


JAPAN  - 

OPPORTUNITY  IS  RISING 


ON 


,'Jer  in  consumer  trends 


3 
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Are  you  ready  to  do  business  in  the  country  that  leads  Asia  in  consumer  trends? 
Renowned  for  setting  the  tone  for  an  entire  continent  -  especially  in  the  fashion  and 
ury  brand  sectors  -  a  resurgent  Japan  is  riding  the  economy's  current  dramatic  upturn. 
There's  simply  no  better  Asian  market  for  direct  investment  opportunities. 


region 

I  unquestionably  one  of  the  world's 
trend  setters  -  especially  in  Asia. 
Jt;:  re  region  looks  to  Japan  to  set  the 
lst'  fid  in  fashion,  luxury  and  lifestyle  - 
■P*  imenon  from  which  many  marketers 
efit. 

I 

lost  discerning  and  loyal 
Tiers  in  the  world  - 
igh  discretionary  income 

her  3  in  Asia  will  you  find  such  a  wide 
d  (customers  more  willing  to  commit 
, list  and  disposable  income  to  a 
la-  rand.  Both  able  and  willing  to  pay 
jm  for  excellence,  they  ensure  that 
arketing  yen  yields  a  great  return. 


esr- 


A  geographically  concentrated 
consumer  base  is  a  dream 
for  marketers 

Japan  is  the  world's  second  largest  economy 
in  an  area  smaller  than  California.  This  unique 
concentration  of  consumer  purchasing  power 
enables  rapid  scaling  of  business  from  both  a 
distribution  and  communication  perspective. 

The  Japanese  workforce: 
Legendary  for  dedication, 
loyalty  and,  most  importantly, 
getting  results 

Japan  is  also  unique  for  the  high  quality  of  its 
human  capital.  While  increased  mobility  enables 
foreign  companies  to  hire  skilled  employees  from 
anywhere,  the  dedication  and  loyalty  of  highly 
educated  local  workforces  are  unquestioned. 


42  year  old  French  luxury  brand  found  more  than  just  a  demand  for  its 
in  Japan.  Thanks  to  strong  top  store  relationships,  excellent  distribution 
>old  marketing  strategy,  Baccarat  has  been  able  to  expand  its  appeal 
t  tabletop,  jewelry  and  fashion  accessories  to  an  audience  that  recognizes 
and  true  value,  while  remaining  the  premier  choice  for  corporate  gifting. 
ferifl  ot's  sales  in  Japan  account  for  35%  of  the  brand's  worldwide  total. 


"It's  a  gift  for  Baccarat  to  have  such 
a  discerning,  sophisticated  and  loyal 
audience  as  the  Japanese.  Their 
trust  and  appreciation  of  our  brand 
has  allowed  us  to  grow  across  a 
variety  of  retail  platforms  throughout 
our  20  years  in  this  market." 

Marc  LeClerc, 
Worldwide  CEO 


Intellectual  Property  Protection,  Political  Stability  -  Japan  has 
nil  property  rights  in  place  to  ensure  that  investors  needn't  worry  about 

infringement  or  cheap  copying  of  products.  Moreover,  Japan's  political 
|:has  been  extremely  stable  for  over  60  years,  making  for  a  healthy, 
lee  business  environment. 

More  Reasonable  Market  Entry  Costs  -  The  advent  of  improved  services 
iased  price  competition  in  areas  such  as  telecommunications,  including 
ild,  have  significantly  reduced  business  infrastructure  costs,  while  real  estate 
l/e  consistently  decreased  since  1 992.  Meaning  start-ups  start  a  lot  easier. 


JAPAN  -  A  Highly  Advanced  Test  Market-  The  Japanese  are 
among  the  most  discerning  consumers  in  the  world.  Successful 
products  developed  under  fierce  competition  in  this  market  are 
therefore  expected  to  prevail  throughout  Asia  and  beyond. 

JAPAN  -  Transforming  Business  Environment-  Advances  in 
structural  reform  have  buoyed  the  economy.  Old  business  practices, 
such  as  lifetime  employment  and  keiretsu,  are  being  phased  out,  while 
improved  corporate  governance  creates  a  favorable  investment  climate 
for  foreign  companies. 


The  opportunities  are  there.  The  time  is  now.  Japan  is  open  for  business. 

Especially  yours. 


JETRO  (Japan  External  Trade  Organization)  is  a  Japanese  government-related  organization 
Ministry  of  Economy,  that  promotes  trade  and  investment.  For  information  and  support  to  companies  looking  to  bring  a 

Trade  and  Industry  business  or  expand  in  the  Japanese  market,  please  visit  www.jetro.org/opportunity. 


GE  is  talking  about  it. 

So  are  American  Express  and  eBay. 

It's  at  the  top  of  the  agenda  at  the  world's 
leading  companies. 

As  ever,  it's  at  the  heart  of  small  business. 

It's  truly  global,  from  China  to  Brazil  to  India. 
Governments  are  onto  it.  So  is  academia. 

It's  hard  to  pin  down. 

And  yet  you  can  sum  it  up  in  a  single  question. 


A  uni 
it  be  copiec 

Thee 
Internet  as  1 
result  is  glo 
indeed,  the 

You  v 
era  of  busin 


". . .  the  flattening 
means. . .  we  are  no\ 
all  the  knowledc 
the  planet  togethei 
global  network,  v 
usher  in  an  ar 
prosperity  an 

Thorn 

The  World  Is  Flat:  A 
of  the  Twenty-I 


Listen 

Go  to  ibm.com/i, 
, /Tunes  for  our  poc 


Give  Michael  Me 


A  person  with  normal  memory 
performance  typically  remembers 
at  least  four  of  the  words. 


Merzenich,,  neuropsychology  professor  Thomas  Elbert  uses  plastii 
Universilsed  therapy  with  stroke  patients  who  have  lost  the  use 
has  spenj  or  their  ability  to  speak.  Nine  out  of  ten  patients  won 
divining  i  regaining  speech  improved  significantly  in  two  weej 
the  brair  hree  hours  a  day  of  training.  An  intriguing  result — 
reigning  experts  believech,  to  be  sure,  many  aphasics  improve  either  on  their  ov  jje 
wired,  that  once  a  human  h  old-fashioned  therapies. 

little  more  than  fade  awayerzenichs  colleague  at  UCSF,  professor  of  physical  the 
started  to  prove  the  oppoJancy  Byl,  has  worked  with  guitarists  and  pianisi 
leable,  reprogrammable,;  repetitive  playing  has  rewired  their  brains  to  maj 
through  carefully  designe  think  that  two  fingers  are  fused  into  one,  a  syndrom 

Brain  plasticity,  the  fieri  as  focal  hand  dystonia.  Through  simple  but  increa 
is  now  one  of  the  hottest  ^challenging  exercises,  they  gradually  retrain  their  fn 
positive  implications  for  <j  move  separately  again.  Psychiatrist  Jeffrey  Schwar 
million  people,  or  7%  of  puts  patients  with  obsessive-compulsive  disord< 
65.  By  2050, 16%  of  the  w  ?h  a  series  of  exercises  to  focus  their  brains  on,  sa 
people,  will  have  turned  d  ng  or  playing  music,  instead  of  on  behaviors  such  ; 
than  85  develop  Alzheim  ;ive  hand- washing.  Of  the  1,000  patients  he  hj 

Merzenich,  whose  1,  80%  have  significantly  improved  as  measured  by 
years,  has  wisely  put  h  J  rating  scale, 
asks  for  is  40  hours  c  tsticity  studies  have  also  revealed  that  the  five  senses,  oro 
software  from  Posit  Scit  it  to  be  isolated  systems  in  the  brain,  may  be  interchange 


How  tQ  Make  Your  Br 


You  don't  have  to  read  Nietzsche  in  the  ori .  Alzheimer's,  but  it  might  delay  its  onset. 


Music 


Take  up  the  piano 
or  clarinet.  By 
playing,  not  just 
listening,  you 
strengthen  your 
neural  pathways. 


Ping  Pong 

A  fixture  in  rehab 
clinics,  table 
tennis  requires 
refined  movement 
that  challenges 
the  brain. 


30C 

art 
mds 


Kill 

Hons 


|r  Brain  on  Its  0 


an  aging  brain  to  learn  and  re- 


duction of  chemicals  throughoy|s.  Posit  Science's  HiFi  Brain  Fitness 

memory  games  that  reward, 
incoming  auditory  signals,  Posit 

tion 


ne  mind  is 
your  brain 
the 

odulator 
pline.  Loss  of  it 
)  senility. 


rd 


"Match  It!" 

is  like  the  game 
Concentration,  but. 
each  card  is  a  sound 
for  which  you  must 
find  the  right  match. 


ie  brain  expects 
outcome,  it 
dopamine, 
a  regulator  of 

nd  self-esteem. 


rom  inside  a  plastic  cup.  After  1,000 
mailer  cups,  the  monkeys  mastered  the 
enich  then  recorded  neural  activity  in 
rtex,  the  outer  portion  of  the  cerebrum 
le  for  information  processing  (and  in 
nguage).  He  compared  that  data  to 
le  before  the  monkey's  first  attempt. 
)oked  in  the  brain,  I  saw  the  machinery 
e  says. 

uilt  on  that  work  to  develop,  with  col- 

ISF,  one  of  the  first  practical  cochlear 

hearing-impaired,  in  the  late  1980s.  A 

it  is  an  external  tiny  microphone  that 

to  surgically  implanted  electrodes  that 

1  Sil'TlinGCl  fV[inCtnct^omng  auditory  nerve  s  in  the  inner 

-  ^ho  receive  a  cochlear  implant  need 

n  s  gray  matter,  or  cerebral  cc  * 

ig,  vision,  hearing  and  memo|5  months  to  regain  their  hearing  to  the 
believe  that  sensory  training  c  say  things  sound  normal.  During  that 
ions  in  the  cortex.  zenich,  as  the  patients  listen  to  and 

y  hear,  their  brains  create  new  activity 
sent  pieces  of  meaningful  speech,  thus 
Ives  to  hear  again.  "I  tried  to  tell  the 
racle  is  not  the  engineering,  it  is  in  the 
zenich.  "Ultimately,  it's  as  if  the  ear  is 


ities  of  what  the  brain  can  do  to  heal 
ing.  Merzenich  envisions  a  day  when 
0  will  take  a  brain  fitness  course  that 
rain  to  retain  information  as  well  as  it 
is  20.  That,  and  a  wrinkle  remover, 


some  doctors  call  "noisy" 
leural  connections  slow 
nd  weaken.  Memory  gets 
-\d  it  becomes  harder  to  hear^ain  of  youth 


ntrepreneurs 
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Thinking  Outside 
The  Big  Box 


I  HEN  MICHAEL 
Golden  arrived 
foQ  I  MS  at  Home  Decor 
ducts  in  2003,  the  com- 
y  was  circling  the  drain. 
I  PI  tG  r  lis  selling  plumbing  sup- 

rGSul5  over  me  an^' 
,    ind  on  $1.7  million  in 

'  and  desperate  for  cash, 
ted  rock-bottom  prices. 

6T3.  Qought  it  was  the  dumb- 
dea  I  had  ever  heard," 
Golden,  36.  He  called 
aletcom. 

Today  Golden  is  still 
lg  privies  over  the  Inter- 
But  Homeclick.com 
its  sister  sites  tend  to 
•  upper-end  brands,  like 
>s  Neorest  600  elon- 
toilet-and-bidet 
remote- 


means 

ail  thd 
theplatlh    with  a 
globs 

usrol-activated  lid,  heated 
p  warm-air  dryer  and 
cleaning  device  (price: 
The  ^(32  and  up).  They  also 
a  nickel-lined  copper 
ltub  from  Herbeau 
,000),  a  12-arm  chande- 
rom  Waterford  ($9,600) 
a  six-piece  ster- 
silver  serving  set 
ttware  from  Vera 
ig  ($1,200),  as 
as  1.7  million 


Michael  Golden  can't  compete  with  Home  Depot 
and  Lowe's.  So  he's  selling  what  they  don't. 

By  Monte  Burke 


Got 

TuneT    items  for 

len,  bath  and  hallway.  His  idea:  to  cater  less  to  the  do-it-yourself 
/d  than  to  the  bigger- ticket,  do-it-for  me  set.  "We  can  be  the 
est  seller  of  home-improvement  products  after  the  Home  Depot 
Lowes,"  Golden  says.  A  rather  epic  boast  for  a  guy  whose  Edi- 
N.J.  company  broke  even  on  revenue  of  $78  million  last  year. 


Golden,  who  hi 
degree  from  Villanc 
a  short  stint  as  an  on 
counts  manager  a) 
Worldwide,  then  lai 
Organic  Online, 
among  other  thill 
oversaw  the  buildij 
retail  Web  site  for  B^ 
Noble.  In  early  19 
ganic  planned  to  gc) 
to  raise  money  to  iij 
its  clients,  most  of] 
had  not  a  prayer 
vival — "terrible  b< 
models,  with  no  H 
profitability'  says  (J 
who  left  in  1999,  o 
out  $5  million  in  st< 
cause  "I  was  nervoi 
Andjustasquio 
in  over  his  head  ad 
company  he  cofo 
Global  Sports  Intt 
(now  GSI  Commen 
veloped  sites  for  sj 
goods  chains  like  h 
and  Sports  Authori 
company  raised  a  I 
$146  million  privati 
grew  quick! 
stumbled  whe 
panded  outs 
sporting  goo> 
sites  for  the  1 
Estee  Laude 

Kate  Spade,  losing  $31  million  in  2001.  Golden,  then  the  ch 
erating  officer,  quit.  He  got  married,  had  kids  and  made  so 
fated  investments  in  restaurants  in  Philadelphia. 

Home  Decors  near-demise  proved  Goldehs  salvation.  I 
its  problems,  he  believed,  the  company  could  be  righted,  esfl 
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Forbes 

■com 


Join  the  nearly  8,000  senior  executives 
from  around  the  globe  who  have  restricted 
access  to  unique  and  critical  content, 
discussion  boards,  chats  and  polls. 

Membership  in  the  CEO  Network  is 
complimentary  to  qualified  applicants. 

Email  ceoinvite@forbes.net  to  request 
your  membership  invitation. 


Sponsored  by 


<bmcsoftware 


We  all  want  the  same  thing. 

And  the  1.2  million  members  of  Rotary  around 
the  world  are  making  it  happen.  Rotary's 
educational  programs  and  scholarships  are 
dedicated  solely  to  promoting  peace. 
Together  we  can  create  a  more  peaceful  world. 


Entrepreneurs  

Deliver  a  good  enough  experience  ai 
customers  may  forget  how  much 
JJiey re  paying  forthat  flatware  seL 


after  he  learned  that  ritzy  home  furnishings 
were  a  weak  spot  of  giants  Home  Depot  and 
Lowe's.  (Home  Depot  reportedly  once 
planned  to  open  200  Expo  Design  stores; 
after  closing  or  converting  20  of  them  in 
2005,  it  has  only  34  left.  Last  fall  it  launched 
a  high-end  catalog  of  home  furnishings.) 
After  persuading  Jewelcor  Chief  Seymour 
Holtzman  to  invest  $5  million,  Golden 
multiplied  Home  Decors  offerings  to  include 
all  home  furnishings  and  cut  the  advertis- 
ing budget  from  13%  of  sales  to  6%. 

That  ad  spending  was  narrowly  targeted, 
mostly  invested  in  pay-per-click  ads  on  sites 
like  Google  and  Yahoo.  He  shunned  general 
search  words  like  "bathroom"  and  "kitchen," 
which  are  expensive  (up  to  $2  a  word),  buy- 
ing more  specific  phrases  like  "stainless  steel 
sink"  and  individual  appliance  numbers, 
which  cost  50  cents  to  75  cents  a  word.  "I 
want  to  market  to  people  who  already  know 
what  they  want  in  their  bathrooms,"  he  says. 
He  also  put  his  Web  sites  on  comparison- 
shopping  spots  like  BizRate  and  Froogle,  and 
created  an  "affiliate"  program,  joined  by  6,000 
blogs  and  other  home  design  sites  that  get  a 
5%  referral  fee  for  Home  Decor  purchases 
that  result.  "Affiliates  like  us  because  our 
average  ticket  price  is  $485,"  says  Golden.  By 
comparison,  Amazon.com,  which  also  runs 
an  affiliate  program,  has  an  estimated  $50 
average  ticket. 

Golden  boosted  the  gross  margin,  which 
was  19%  when  he  took  over,  to  30%  last  year. 
In  its  earlier  state  Home  Decor  was  trapped 
in  a  Pets.com-like  system  of  "virtual"  inven- 
tory— the  company  was  feeding  drop-ship 
orders  to  warehouses  owned  by  other  firms. 
Golden  scrapped  the  middlemen  for  fre- 
quently sold  items  and  went  straight  to  the 
manufacturers,  like  toileteer  Toto  (which  also 
makes  sinks  and  showers),  becoming  an 
authorized  dealer. 

Despite  the  breadth  of  its  offerings, 
Home  Decor  finds  that  just  3,600  items  make 
up  50%  of  sales.  Golden  keeps  those  prod- 
ucts, which  include  Blanco  stainless  steel 
sinks,  Progress  chandeliers  and  DCS  barbe- 


cue grills,  in  a  278,000-square-foot  wareb 
in  Edison.  Golden  is  also  investing  $2501 
to  build  and  stock  a  40,000-square-foot  w 
house  in  Henderson,  Nev.,  which  will  rec 
shipping  costs  to  California,  the  compa 
number  one  market. 

Home  Decors  sites  (among  them,  1 
becues.com,  Knobsandthings.com 
Poolclickcom)  are  drawing  a  million  j 
tors  a  month,  but  only  2%  buy  someth 
In  other  words  there  are  a  lot  of  wind 
shoppers,  many  of  them  presumably  c 
summating  their  purchases  at  other  oni 
stores  or  in  person.  But  if  Home  Decors  I 
are  creating  incremental  revenue  for  oil 
peoples  brands,  says  Golden,  Home  Del 
should  be  paid. 

Some  companies  are  buying  into 
thinking.  In  December  Waste  King  (a  t 
of  Western  Industries),  which  makes  kitch 
sink  disposals,  began  paying  an  undiscla 
amount  for  ads  on  Home  Decors  sites.  In 
turn  Waste  King  gets  better  placement 
some  of  Golden's  sites  (for  example, 
searches  for  words  like  "waste  disposa 
receives  a  mention  in  Home  Decors  marl 
ing  e-mails  and,  critically,  is  paired  up  w 
searches  for  related  products.  "Home  Del 
does  a  great  job  of  selling  associated  tie 
that  go  along  with  our  garbage  disposals,"  S 
Craig  Friedman,  a  vice  president  at  East< 
Marketing  who  buys  advertising  for  Wa 
King.  Golden  ambitiously  expects  $800,000 
25%  of  pretax  income — from  such  adver 
ing  this  year,  up  from  $400,000  in  2005. 

To  make  his  sites  more  enticing 
potential  advertisers,  Golden  is  creating  \ 
tual  showrooms,  where  a  customer  can : 
all  angles  of,  say,  a  refrigerator,  and  open  l 
doors  and  rearrange  the  shelves,  somethi 
rivals  like  Sears  are  not  yet  doing.  A  visii 
to  one  of  his  sites  will  eventually  be  able 
create  a  virtual  kitchen,  placing  a  fridge  a 
stovetop  amid  cabinets  and  an  islar 
Deliver  a  good  enough  shopping  experier 
to  the  customers  and  they  may  forget  tl 
they  are  paying  an  awful  lot  of  money  1 
that  flatware  set. 
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We  don't  get  you  over  oceans,  mountains 
and  deserts  only  to  be  delayed  by  Chapter  3, 
Part  319,  Regulation  40-2  of  CFR  Title  7. 


When  you're  trading  internationally,  your  entire 
.  investment  could  be  hanging  on  a  single  clause. 
Whether  it's  a- rule  overlooked  out  ot  hundreds  of 
laws  and  trade  agreements  or  a  misinterpretation 
h\  one  of  dozens  of  third  parties,  mistakes  like 
these  can  cause  costly,  delays. 

fortunately,  thu  nole' solution.  Leave  the 

burden  of  global  compliSnce  to  UPS  .  With  over 
SO  yoaisot  e\pei  lenartn'Moternatidnal  trade,  we- 
have  the  resources  arid. jietwoik  o|  people'all  over 


the  world  to  head  off  problems  and  facilitate  the 
movement  of  your  goods.  And  since  we  deal  with 
the  thorniest  compliance  issues  every  day,  we're 
up  on  the  very  latest,  most  accurate  information. 

As  your  single  source  for  customs  brokerage  and 
international  trade  management  solutions*  we'll 
help  make  sure  nothing  stands  in  the  way  of  your 
global  transactions.  Including  that  mountain  of  paper. 

1-800-PICK-UPS" 

ol  L,nni>o-P.ii,(ers««Kf  ct  AkeiiU.  io>       [glib  ...<:nv 


Logistics 


Deep  thoughts: 
a  dizzying  view  down  a 
300-foot  shaft  into  the 
new  CERN  supercollider. 


Big  Bang 


It  will  be  the  world's  largest  machine.  It  could  explain  the  origins  of  the 
universe.  But  first  a  team  of  engineers  has  the  gargantuan  logistic 
lallenge  of  putting  the  Large  Hadron  Collider  together  j  By  Daniel  Lyons 

Photographs  by  Benoit  Decout/Rea/Redux 


■  OR   PHYSICISTS   THE  LARGE 
Hadron  Collider  will  be  the  ulti- 
|  mate  blackboard.  This  particle 
accelerator  will  have  1,700  enor- 
mous superconducting  magnets 
Itched  along  a  1 7-mile-long  underground 
nel  spanning  the  French-Swiss  border.  The 
gnets,  weighing  up  to  37  tons  each,  will 
lerate  two  beams  of  protons  in  opposite 
ctions  to  nearly  the  speed  of  light.  These 
tons  will  collide  in  four  giant  particle 
ctors,  the  largest  of  which  will  occupy  an 
erground  cavern  as  big  as  Notre  Dame 


Cathedral,  producing  a  spray  of  particles  that 
scientists  hope  will  unlock  profound  secrets 
about  the  origins  of  the  universe  and  the 
nature  of  matter  itself. 

The  physics  is  difficult.  The  engineer- 
ing is  next  to  impossible.  CERN,  the  Euro- 
pean Organization  for  Nuclear  Research  in 
Geneva,  is  faced  with  the  dauntingly  com- 
plex logistical  assignment  of  first  assembling 
an  underground  laboratory,  which,  despite 
its  colossal  scale,  must  operate  with  the  pre- 
cision of  a  Swiss  watch,  and  next  keeping  it 
running  without  breakdowns.  The  resulting 


object,  which  has  consumed  more  than  a 
decade  in  the  design  and  construction,  will 
be  the  biggest  supercollider  in  the  world  and 
the  largest  machine  of  any  kind,  containing 
1  million  components  and  carrying  a  price 
tag  of  $8  billion.  The  beast  will  run  at  a  tem- 
perature just  above  absolute  zero,  making  it 
colder  than  outer  space.  The  complicated 
cryogenic  system  has  already  suffered  a 
breakdown  that  delayed  construction  by  six 
months. 

"The  challenge  is  enormous,"  says  Pedro 
Martel,  39,  an  engineer  who  joined  CERN  in 
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1995  and  leads  a  pack  of  software 
developers  writing  code  that  tracks 
almost  every  piece  of  the  super- 
collider and  schedules  every  step 
in  its  assembly.  "We  know  there 
will  be  growing  pains.  Such  a  ma- 
chine has  never  been  built  before." 

CERN,  founded  in  1954,  is 
funded  by  20  European  nations 
and  is  best  known  as  the  place 
where  15  years  ago  a  British  re- 
searcher named  Tim  J.  Berners- 
Lee  invented  a  way  of  sharing  in- 
formation over  the  Internet  called 
the  World  Wide  Web.  These  days 
CERN  crews  are  racing  to  meet  a 
summer  2007  deadline  for  the  start 
of  operations.  In  a  vast  hangar  near 
CERNs  1,500-acre  campus  at  the 
foot  of  the  Jura  Mountains  work- 
men from  France,  Poland  and  a 
dozen  other  countries  are  build- 
ing the  13,000-ton  Compact 
Muon  Solenoid  detector,  climbing 
scaffolding  and  blasting  away  with 
welding  machines  whose  fumes  fill 
the  air.  The  detector  is  being  built 
in  13  pieces,  the  largest  of  which 
weighs  2,000  tons.  Each  piece  is 
lowered  by  a  crane  down  a  300- 
foot  shaft  with  such  care  that  a  single  descent  takes  24  hours.  Some  sec- 
tions will  have  only  20  centimeters  of  clearance.  Once  the  pieces  are  low- 
ered into  the  tunnel,  they  are  slid  together.  The  collider  is  like  a  Christmas 
toy  that  comes  with  the  warning  "Some  assembly  required." 

Five  miles  away  a  different  team  is  assembling  an  even  larger  detec- 
tor standing  five  stories  tall  and  containing  eight  toroidal  magnets,  each 
80  feet  long  and  16  feet  wide.  Across  the  border,  in  France,  scientists  are 
testing  hundreds  of  50-foot-long  superconducting  magnets,  devices  so 
huge  they  must  be  moved  with  "Robotrucks"  and  yet  contain  compo- 
nents built  to  tolerances  as  tight  as  a  few  millionths  of  a  meter.  Deep 
underground,  crews  have  already  installed  250  of  these  magnets  in  the 
tunnel,  where  workmen  zip  along  on  bicycles  or  on  electric  carts  that  look 
like  something  out  of  a  James  Bond  flick 

The  tunnel  was  created  for  an  earlier,  less  powerful  particle  acceler- 
ator, which  was  shut  down  in  2000.  The  older  machine  used  smaller  mag- 
nets that  allowed  ample  room  for  maintenance  workers  to  make  repairs. 
The  larger  magnets  in  the  new  collider,  along  with  their  accompanying 
cryogenic  system,  will  crowd  the  tunnel,  making  access  more  difficult. 
So  while  in  the  previous  accelerator  a  single  faulty  magnet  could  be  pulled 
out  without  much  trouble,  replacing  one  now  may  require  removing  dozens 
of  others  stacked  between  it  and  the  nearest  access  point. 

Once  the  magnets  are  installed  and  proton  beams  are  zooming 
around  the  ring,  physicists  from  around  the  globe  will  begin  to  gather 
data  from  collisions.  Each  second,  3,000  packets,  each  containing  10 
trillion  protons,  will  make  1 1,000  round-trips  of  the  ring.  Most  protons 


ABOVE:  The  supercollider  lies  300 
feet  below  ground,  in  a  17-mile-long 
tunnel  spanning  the  French-Swiss 
border  near  Geneva. 

FAR  LEFT:  The  Compact  Muon 
Solenoid  detector  is  being  built  in 
13  sections  that  will  be  lowered, 
carefully,  down  a  shaft  and 
assembled  below  ground;  total 
weight  will  be  13,000  tons. 

LEFT  TOP:  Scaffolding  surrounds  the 
Atlas  detector,  which  occupies  a 
cavern  as  large  as  the  Notre  Dame 
Cathedral  in  Paris. 

LEFT  CENTER:  Remote-controlled 
"Robotruck"  moves  one  of  the 
37-ton  superconducting  magnets 
that  will  whip  protons  around  the 
tunnel  at  nearly  the  speed  of  light. 

LEFT  BOTTOM:  Workmen  zip 
through  tunnels  on  bicycles  and 
electric  carts. 


to 


3 


MARCH  27,  2006      FORBES  89 


.ogistics 


pass  through  without  colliding,  but  under  optimal  conditions  up 
to  800  million  collisions  can  occur  in  a  single  detector  each  sec- 
ond. Of  these  only  a  tiny  percentage  provide  useful  data — perhaps 
one  in  10  trillion.  A  computer  "grid"  of  thousands  of  small  servers 
will  churn  through  petabytes  (quadrillions  of  characters)  of  data 
to  find  meaningful  collisions.  "It's  like  looking  for  a  grain  of  gold 
on  a  beach,"  says  Lucio  Rossi,  an  Italian  physicist  who  oversees  the 
assembly  and  installation  of  magnets. 

By  measuring  particles  sprayed  from  collisions,  physicists  hope 
to  get  a  glimpse  of  the  universe  as  it  existed  just  after  the  Big  Bang 
and  to  figure  out,  among  other  things,  why  matter  has  mass.  Key 
to  that  question  is  the  search  for  a  particle  called  the  Higgs  boson. 
Other  accelerators,  like  the  one  at  the  Fermi  National  Accelerator 
Laboratory  in  Illinois,  have  failed  to  find  this  elusive  particle.  The 
CERN  supercollider  will  smash  protons  at  energy  levels  seven  times 
those  at  Fermilab  and  so  might  succeed  where  Fermilab  has  failed. 
The  discovery  of  the  boson  just  might  persuade  CERNs  members 
that  their  contributions  were  not  in  vain.  (The  U.S.,  which  has  "ob- 
server" rather  than  "member"  status,  put  up  $580  million.) 

Engineers  have  scheduled  three  days  of  downtime  a  month  for 
routine  maintenance.  But  glitches  could  take  the  system  down  for 
six  weeks:  three  for  the  magnets  to  warm  up  and  three  to  chill  back 
down  to  operating  temperature  of  1.9  Kelvin.  (That's  minus  456 
degrees  Fahrenheit.)  Such  a  shutdown  would  be  especially  devas- 


Software  engineer  Pedro  Martel 
(LEFT)  wrote  a  program  that 
tracks  1  million  components 
of  the  supercollider.  Physicist 
Ranko  Ostojic  (ABOVE)  helped 
design  magnets  that  steer 
proton  beams  together  for 
collisions  in  the  detectors. 


taring  because  physicists  wil 
the  collider  only  140  days  a 
(The  machine  draws  as  rt 
power  as  a  small  city,  so  C 
will  run  it  only  in  sum] 
months,  when  electricity  pj 
are  half  of  what  they  are  in  n 
ter.)  As  Martel  puts  it:  "B 
breakdowns  in  a  year  mearu 
physics  gets  done." 

Hoping  to  avoid  sue; 
calamity,  Martel's  group  ere 
the  program  to  track  virtu 
every  piece  of  equipment  u 
in  the  collider,  from  the  vi 
and  connectors  on  superc 
ducting  magnets  to  the  fitti 
on  the  cryogenic  system.  In 
2,000  contractors  in  80  co 
tries  are  providing  equipmi 
If  a  component  gets  recalled, 
engineers  can  spot  all  the  pi 


where  it  has  been  installed. 

This  program  is  based  on  the  same  commercial  software  Cl 
uses  to  schedule  repairs  for  broken  windows  and  burnt-out  li 
bulbs.  It  is  made  by  a  U.S.  company  called  Datastream.  When 
tel  proposed  using  Datastream  in  2000,  he  encountered  resistai 
from  fiefdoms — cryogenics,  magnets — which  in  the  past  had  c 
trolled  their  own  data  and  weren't  crazy  about  sharing.  "It  wa 
tough  fight.  You  would  not  believe  it,"  says  Martel,  a  native  of  F 
tugal.  After  a  year  of  haggling,  in  2001  CERNs  brass  approved  M 
tel's  proposal.  But  then  Martel  ran  into  resistance  from  external  si 
pliers  who  viewed  the  software  as  a  headache.  Some  even  sou 
to  be  paid  extra  since  using  software  hadn't  been  specified  in  ft 
contracts.  (This  is  Europe,  after  all.)  In  the  end  the  contractors 
in  line,  in  some  cases  after  renegotiating  contracts. 

The  other  challenge  was  writing  185,000  lines  of  code.  Mai 
and  two  other  engineers  first  customized  the  Datastream  progra 
then  added  features  to  tie  it  into  an  Oracle  database  and  a  do 
ment  management  application.  Then  they  made  it  possible  for  p 
pie  to  enter  information  using  only  a  Web  browser.  The  progr 
also  helps  physicists  position  the  magnets.  No  two  are  identical;  & 
has  tiny  irregularities  in  its  magnetic  field.  The  trick  is  to  optim 
performance  by  finding  magnets  whose  irregularities  cancel  c 
another  out  and  placing  them  next  to  one  another.  "It's  like  a 
jigsaw  puzzle,"  Martel  says. 

Martel's  software  also  helped  fix  a  potentially  disastrous  pr< 
lem.  In  December  2004  engineers  discovered  a  design  flaw  in 
sliding  table  of  the  cryogenic  system.  The  software  identified  ev 
spot  where  the  flawed  part  had  been  installed  or  was  due  to 
installed,  so  assembly  could  be  halted  while  the  table  was  redesigr 
and  new  units  were  constructed.  CERN  officials  say  they  h 
recovered  most  of  the  six  months  lost  to  the  delay  and  expect 
get  the  collider  running  on  schedule  next  year.  Then  all  they  ha 
to  do  is  figure  out  how  the  universe  began.  Piece  of  cake. 
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Competing  with  other  companies  really 
means  competing  with  their  supply 
chains.  So  where  do  you  find  an  edge? 


utter  how  carefully  you  plan,  there  will  still 
hie  unforeseen  event  to  change  the  picture 
feet  the. movement  of  your  goods.  Clearly, 
are  flexible  your  supply  chain,  the  greater 
ge  you  can  have  over  competitors  who  can't 
Which  is  why  you  should  go  with  UPS''. 

•ver  your  products  are  in  the  supply  chain, 
n  help  monitor  their  progress  and  provide 
ith  options  to  meet  unexpected  disruptions 
nges  in  deadlines. 

e re's  a  problem  with  a  major  supplier. 


We  can  help  you  move  raw  materials  and  open 
distribution  channels  to  other  plants.  Or  another 
country.  Or  what  if  a  major  customer  suddenly 
needs  an  order  much  faster  than  anticipated? 
We  can  quickly  deploy  our  vast  and  varied 
transportation  network  to  speed  your  goods 
to  market,  regardless  of  capacity. 

Every  day,  our  global  experience  and  reach  can 
give  you  greater  flexibility  in  your  company's 
supply  chain.  To  outmaneuver  your  competition. 

UPS.com/supplychain  1-800-742-5727 
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How  Much  Does  One  Minute 
Of  Downtime  Cost  Your 
Shareholders? 


When  production  screeches  to  a  halt  it  can  devastate  your  balance  sheet.  In  fact,  in  a  recent 
survey  of  101  manufacturing  executives,  one  minute  of  downtime  averaged  $22,000."  That's 
why  properly  maintaining  manufacturing  assets  can  have  a  dramatic  effect  on  profitability. 
We're  Advanced  Technology  Services  (ATS)  and  we  make  factories  run  better.  In  fact,  we  help 
some  of  the  world's  most  prestigious  companies  increase  asset  performance  by  as  much  as  30 
percent  or  better.  Why  waste  another  minute?  Call  1 .800.328.7287  for  a  free  assessment  today. 


We  Make  Factories  Run  Better. 


See  how  ATS  can  help  you  increase  your 
asset  performance.  Download  The  Guide 
to  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance. 
www.advancedtech.com/theguide 


ATS 


Advanced  Technology  Services,  Inc. 

www.advancedtech.com 


"  Source  Nielsen  Research.  For  the  full  report  go  to  www.advancedtech.com/survey 
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Inseltown  Tax 

)uld  you  like  to  help  a  deserving  movie  mogul  and  also  slice  a  few 
cks  off  your  state  taxes?  Buy  a  film  credit  By  Dorothy  Pomerantz 


<  goofy  "Dukes  of  Hazzard,"  starring  Jessica  Simpson,  awarded  Louisiana  folks  a  mean  old  mess  of  tax  breaks. 

L  ESSICA  SIMPSON  IS  LIGHTENING 

I  Gregory  Walker's  state-tax  burden 

I  this  year.  Tabloid  queen  and 
H  sometime  pop  singer  Simpson 
W  starred  in  the  redneck  road- 
ning  comedy  The  Dukes  of  Hazzard, 
de  in  the  Bayou  State  in  2005.  When 
lker  does  his  Louisiana  return,  he'll 
m  a  credit  of  $60,000,  thanks  to  an 
nomic  development  giveaway  to  bene- 
he  state's  film  industry. 
Last  year  film  and  television  produc- 
h  houses  spent  $567  million  in 


Louisiana,  up  from  $12  million  in  2002. 
That  money  generated  $93  million  in  tax 
credits  to  producers  of  Simpson's  flick  and 
others.  The  movie  outfits  sold  the  tax 
breaks  to  state  residents  like  Walker,  who 
bought  his  $60,000  credit  for  85  cents  on 
the  dollar,  or  $51,000. 

For  taxpayers  in  the  increasing  num- 
ber of  states  where  this  is  available,  film 
credits  are  a  real  boon.  Or  maybe  we 
should  say  boondoggle.  Who's  paying  for 
all  this  largesse  to  film  producers  and  to 
the  middlemen  who  broker  the  credits? 


State  taxpayers. 

But  Walker  loves  the  concept.  "It's  a 
great  deal,"  says  the  prosperous  long- 
term-care-center  owner. 

In  2003  Louisiana  became  the  first 
state  to  introduce  transferable  tax  credits 
earmarked  for  attracting  film  production. 
Apart  from  the  Simpson  masterpiece, 
Louisiana  recendy  has  hosted  the  filming 
of  Oscar-winning  biopic  Ray  (about  Ray 
Charles)  and  the  thriller  Skeleton  Key.  Sev- 
eral Louisiana  productions,  like  Deja  Vu 
with  Denzel  Washington,  were  postponed 
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Helping  Hollywood 


Here  are  the  largest  film  giveaway  programs  using  state  tax  credits.  Omitted:  the  New  York  and 

Illinois  programs,  useless  to  individual  taxpayers. 


STATE 

YEAR 
ENACTED 

BUDGET 
AMOUNT 
ELIGIBLE 

LLI  VJI 

FOR  CREDIT 

1 

MARKET 
POTENTIAL 

ARIZONA 

2006 

20%' 

Strong.  Good  weather  means  lots  of  production. 

GEORGIA 

2005 

17 

Strong.  Attracted  five  major  films  last  year. 

LOUISIANA 

2003 

25 

Strong.  Thriving  credit  market. 

MASSACHUSETTS 

2006 

25 

Strong.  Wealthy  residents  should  provide  a  lively  market. 

NEW  JERSEY 

2006 

20 

Limited.  Close  to  NYC,  but  capped  at  $10  million. 

PENNSYLVANIA 

2004 

20 

Limited.  State  caps  credits  at  $10  million. 

RHODE  ISLAND 

2005 

25 

Good.  Long  history  of  being  film  friendly. 

TENNESSEE 

20072 

25 

Good.  Enthusiastic  legislature  and  great  locations. 

'Capped  at  $5  million  per  film.  ^Estimated 

Source:  State  film  offices. 

! 


! 


) 


last  fall  by  Hurricane  Katrina  and  are 
under  way  again. 

Now  other  states  are  hoping  to  buy 
some  Stardust.  Today  seven  states  have 
active  markets  for  film  tax  breaks,  with 
Tennessee  ready  to  join  in  2007  (see  table). 
Five  more  are  considering  new  tax  incen- 
tives: Connecticut,  Kansas,  Minnesota, 
Ohio  and  Vermont.  The  idea  is  inspired  by 
Canada,  which  began  offering  incentives 
in  1997  to  further  boost  an  already  robust 
migration  of  U.S.  film  production. 
(Toronto  has  long  been  a  lower-cost  stand- 
in  for  New  York  and  Los  Angeles.)  "The 
states  were  losing  millions  to  foreign  juris- 
dictions," says  Lee  Solomon,  a  principal 
with  Grosvenor  Park  Media  in  New  York 
who  helps  arrange  credit  sales. 

Congress  has  bungled  giving  similar 
tax  goodies  to  studios.  Transferable  fed- 
eral tax  credits  are  aimed  mostly  at  real 
estate  developers,  who  are  rewarded  for 
preserving  historical  landmarks  and 
building  low-income  housing. 

To  legislators,  the  appeal  of  tax  credits 
is  that  they  don't  look  like  the  bald-faced 
subsidy  that  they,  in  fact,  are.  "I've  never 
seen  a  state  be  honest  about  this,"  says 
lawyer  Schuyler  Moore,  a  partner  at 
Stroock  &  Stroock  &  Lavan,  which  has  a 
large  entertainment  practice.  State  law- 
makers know  that  visiting  filmmakers 
have  no  state  income  tax  liability  on  loca- 
tion, so  letting  them  sell  the  breaks  to  res- 
idents is  a  clever  backdoor  way  to  put  cash 


in  the  glamorous  guests'  pockets. 

As  good  as  these  credits  may  be  for 
you,  the  taxpayer,  know  that  brokers  are 
eating  a  chunk  of  your  benefit.  Why? 
Using  a  broker  is  the  quickest  way  to  find 
tax  credits  that  are  for  sale.  It's  possible 
you  can  get  them  directly  from  studios, 
but  that  can  be  difficult,  since  most  pro- 
duction companies  don't  want  to  look  for 
buyers.  Brokers  make  a  sweet  spread, 
often  buying  the  credits  from  filmmakers 
for  as  little  as  55  cents  on  the  dollar,  then 
selling  them  for  at  least  75  cents. 

Brokers  defend  their  profits  as  a  fair 
reward  for  a  risky  purchase,  since  they 
buy  from  the  filmmaker  up  front  and 
incur  some  risk  of  not  being  able  to 
unload  the  things.  They  dole  out  payment 
to  the  filmmakers  as  shooting  progresses 
and  then  sell  credits  to  the  public  after  it 
is  over.  Beware  of  brokers  who  peddle 
credits  before  filming  is  done.  Depend- 
ing on  a  state's  rules,  credits  can  be 
granted  on  10%  to  25%  of  a  film  project's 
in-state  budget. 

The  taxpayers  who  buy  credits  come 
out  a  little  ahead.  Say  you  owe  $100,000  to 
the  state.  You  buy  a  $100,000  tax  credit 
for  $75,000  and  your  state  taxes  are  wiped 
out.  You've  reduced  your  tax  burden  by 
$25,000. 

Unless  you  are  paying  the  federal 
alternative  minimum  tax,  which  causes 
your  deduction  for  state  taxes  to  vanish, 
you  can  deduct  the  amount  you  paid  for 


z: 


the  credit— that  is 
$75,000— from  your  I 
eral  returns.  But  you 
owe  federal  taxes  on 
$25,000  discount  you 
on  the  credit's  face  v; 
You  could  pay  up 
$8,750  on  the  discoi 
So  you  are  only  $16 
ahead. 

Is  there  any  risk 
the  Internal  Revenue 
vice  will  refuse  to  let 
claim  the  $75,000  oul 
as  a  deductible  state 
Nope.  The  governm 
has  given  guidance  p 
mitting  the  practice, 
Charles  Giraud,  a  part 
at  accounting  firm  Ernst  &  Young  in  > 
Orleans. 

Credits  usually  aren't  sold  for  un 
$10,000  face  value.  You  can  buy  in 
increments  above  that.  Contact 
state's  film  promotion  agency  to  find  | 
brokers  working  with  them.  Stonehei 
Capital  of  Baton  Rouge,  for  examj 
arranges  credit  sales  in  six  states  otl  , 
than  Louisiana. 

Caveat:  Some  states'  programs  do  hi 
for  individual  taxpayers.  Missouri's  5i 
tax  credit  on  spending  in  the  state  j 
joke:  The  state  caps  total  credits  at  a  m) 
$1.5  million,  not  enough  to  make  a  me; 
ingful  market.  And  while  Illinois  ha 
great  location  in  Chicago,  the  state  1 
arranged  that  almost  all  credits  are  sole 
banks,  who  use  the  credits  themselv, 
New  York  won't  let  individual  taxpay 
touch  its  film  credits.  Since  many  fj 
companies  have  offices  in  New  York  a 
incur  state  tax  there,  they  use  the  credi 

Broker  Solomon  says  the  next  1 
market  is  emerging  in  Massachuse' 
where  the  governor  has  signed  into  la\ 
25%  transferable  tax  credit  on  all  prodi 
tion  money  spent  in  the  state.  Massac! 
setts'  picturesque  buildings  and  scenn 
make  it  visually  desirable.  Bay  State  leg 
lators  were  inspired  to  subsidize  filmm. 
ing  last  year  when  Martin  Scorsese  filrr 
most  of  his  new  crime  drama,  ' 
Departed,  in  New  York.  The  movie  s 
posedly  takes  place  in  Boston. 
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An  interview  with 
Jonathan  Rose, 

President,  The  Capital 
Gold  Group,  and 
precious  metals 

investment  strategist 


>ALLADIUM 

HE  HOT  INVESTMENT  FOR  5 


The  jewelry  market  in  China  is  booming,  which  will  boost  the 
palladium  trend.  Fuel  cells  needed  for  alternative-fuel  cars  are 
another  future  growth  area.  Research  indicates  that  palladi- 
um-based alloys  may  play  a  crucial  role  in  fuel  cell  technology. 


t  is  your  outlook  for  investing  in  gold  and  other 
is  metals  in  2006?  / 
world  political,  social  and  economic  climate  continues      \  . 

V  w  I* 

ncertain,  making  this  another  excellent  year  for  invest- 
tangible  assets  like  gold.  Gold  has  put  in  a  spectacular 
nance,  and  there  is  no  reason  to  think  this  will  stop  in  2006.  Qj  How  do  you  buy  palladium? 

very  excited  by  what  I'm  seeing  in  the  market  for  palladium  and  A:  Like  gold,  palladium  is  sold  in  bars  and  as  coins,  which  are  also  called 
his  presents  perhaps  the  best  investment  opportunity  for  2006.  rounds.  Precious  metals  remain  an  outstanding  alternative  investment, 

offering  safety  and  value  in  our  uncertain  times.  Anyone  who  is  interested 
in  a  safe  and  profitable  investment  should  look  at  palladiums  per- 
formance. I  predict  we  will  see  huge  gains  over  the  next  year,  and  those 
who  make  the  investment  will  be  pleased  with  the  results. 


y  are  you  so  positive  about  palladium? 

adium  is  the  most  undervalued  precious  metal  on  the  market  today, 
veral  developments  are  about  to  change  that  dramatically.  The 

properties  of  palladium  and  its  cousin,  platinum,  make 
"lighly  effective  for  use  in  automobile  catalytic  convert- 
hich  reduce  auto  emissions.  While  platinum  is  now 
$1,000  per  ounce,  palladium  is  in  the  neighborhood 
0  an  ounce.  Consequently,  automakers  have  been 
g  over  to  the  less  expensive,  yet  equally  effective,  mate 
eneral  Motors  announced  such  a  move  just  a  few  months 
d  press  reports  are  that  DaimlerChrysler  has  negotiated  a  contract 
lladium  with  Norilsk  Nickel,  the  Russian  mining  company. 

this  new  thirst  for  palladium  just  a  U.S.  trend? 

.  BMW  is  reported  to  be  seeking  a  contract  with  Norilsk  Nickel  too. 
iean  carmakers  are  facing  tougher  emissions  standards  for  new  cars 

ar  and  will  need  platinum  or  palladium  materials.  Then  we  have  the 
emerging  market  of  China,  which  also  has  emissions  standards  for 
tars.  As  the  middle  class  begins  to  take  hold  there,  the 
nd  for  cars  will  be  phenomenal. 

"'V 


Palladium  is 
a  member  of  the 
platinum  group  metals 
and  is  used  extensively 
in  the  auto 
industry. 


MAKE  PALLADIUM  PART 
OF  YOUR  PORTFOLIO 

CALL  1-800-510-9594. 


JUST  FOR  FORBES  READERS: 
Make  a  palladium  purchase  and  we  will 
add  a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FB-32706  when 
you  contact  us. 


"hat  other  growth  possibilities  exist  for  palladium? 
Dre  than  a  quarter  of  all  platinum  is  now  used  in  jewelry, 
expect  that  jewelers  will  also  begin  turning  to  palladium.  ^ 
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The  Capital  Gold  Group 
www.safeasgold.com 
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STOCK  FOCUS 


Location,  Location,  Location 

Fund  manager  B.  Randolph  Bateman  uses  geography  for 
stock  bets  By  Paul  M.  Murdock 


7?_*DZS5  GOT 


tbe  fortunes  of  corporations  '  Four  years 
ago  B.  Randolph  Bateman,  chief  invest- 
-c-.:  -.rr'.i-rr  =:  H..-.::r.r::-  iirJ'.  it~-ti 
to  find  out.  He  bunched  Situs  Small-Cap, 
a  mutual  fund  thai  would  let  geography — 
the  situs  of  business,  that  is — guide  its 
choices.  "In  the  small-cap  arena, 
it  does  make  a  difference  where  you  are 
physkaDy  located,"  says  Bateman,  50. 

Since  its  launch  the  S94  million  Situs 
portfolio  has  delivered  a  24%  aimnaBwd 
total  return,  beating  the  S&P  500  by  eight 
percentage  points  through  February.  A 
large  part  of  the  fund's  success  is  probably 
dne  to  to  emphasis  on  smaller  companies, 
which  have  done  wefl  recently.  The  fund's 

fpigfrtod  amy  marfo*  rapftafoarinn  is 


S3  bilbon;  the  S&P  500 s  is  S84  bflhon.  So 
it's  too  early  to  know  whether  Bateman 
has  a  winning  formula,  but  the  theory 
behind  it  is  intriguing. 

How  do  you  get  an  investing  edge 
from  geography?  Look  for  companies  that 
do  business  in  states  with  strong 
economies  and  low  tax  burdens.  Business 
taxes  are  just  part  of  the  picture.  States 
without  personal  income  taxes  tend  to 
attract  population  and  thus  growth. 
Florida,  for  example.  Bateman  likes 
Florida  Rock  Industries,  which  sens  gravel 
and  concrete  into  the  feverish  construc- 
tion markets  of  the  Sunbelt  Despite  a 
three-year  run  that  has  seen  its  price  dou- 
ble, Bateman  thinks  the  stock  is  worth  its 
trailing  12-month  P/E  multiple  of  23. 

Hondas  allure  also  has  Bateman  bull- 
ish on  Bancshares  of  Florida  and  Mont- 
gomery, Ala.'s  Colonial  Bancgroup  (127 
branches  in  Florida),  along  with  boat 
manufacturer  Brunswick  and  Garrnin,  a 
company  specializing  in  global  position- 
ing technology  for  boats  and  cars. 


When  Where  Is  What  Matters 


These  compares  have  a  geography  edge  and  strong  fundamentals. 
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Texas  is  o 
eight  states, 
Florida,  with  noe 
income  tax,  so  H 
likes  firms  with 
tion  there.  Proxnitj 
Texas'  and  Louis  nas 
and  gas  fields 
prompted  him  to  buy  more  stock 
Ceramics.  This  Irving,  Tex.  cominv 
an  estimated  52%  share  of  the  nrket 
ceramic  beads  used  to  bust  open  cki 
manons  so  the  oil  will  flow.  The  sck  e 
for  23  times  earnings  for  the  comg 
Thais  rich  relative  to  the  S&P  50but 
fined  given  the  recent  flurry  of  oexpM 
ation.  Analysts  think  Carbo  wilh 
profits  at  a  28%  annna1i7pd  rate  --er 
next  three  to  five  years. 

Another  caution  is  in  order  he.  Bm 
rr.ir.  zf.i  r.:~  arrriiials  :-:ra:e  tar:  una 
from  Laffer  Associates,  the  San  Di»o 
run  by  famed  supph-sider  Arthi  Laaa 
With  a  partner,  Laffer  himself  trd 
ning  money  according  to  the  thtry 
corporations  headquartered  in  stes 
favorable  tax  emironments  will  eat 
rest  Their  Calport  Asset  Manageent 
a  favorable  mention  in  thes 
(FORBES,  Sept.  12,  1994).  Four  yes 
the  venture  folded  We  asked  Laffe* 
ates  for  performance  numbers  ai 
told  that  it  couldn't  get  the  data  a 
archives.  Educated  guess:  Calponiid 
go  out  of  business  because  it  was 
the  S&P  by  eight  points. 

Batemans  largest  foreign  hding 
Antofagasta,  a  London-listed  copir 
ing  company  that  operates 
Chile.  It  owns  not  only  mines 
rail  network  in  northern  CM 
quickly  moves  copper  to  ports  in# 

High-tax  welfare-state  Ge 
scarcely  the  kind  of  locale  that 
sider  would  fall  in  love  with.  So  w 
Bateman  own  two  German -Hsteda 
nies,  retailer  Douglas  Holding  ax 
maker  Stada  Arzneirnittel?  He  se 
latory  environments  loosening  a 
their  access  to  eastern  European 

Batemans  fund  is  pricey,  with  7% 
annual  expenses  plus  a  sales  H 
5.75%.  But  you  can  copycat  its  pk» 
your  own  (see  table). 


Compare  our 
margin  rate  with 
the  competition. 

But  at  5%,  we  don't  reallv  have  z 


1    Fidelity  | 

Sdmab 

Amerftrade 

E*TRADE 

Margin  Rate1 
for  balance  of 
S500K 

 _^ — __ — . 

5.00% 

8.00% 

8.00% 

1 

7.24% 
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WHEN  HE  WAS  RAILING  AGAINST  THE  VIETNAM  WAR  AND  HEARTL1 
corporations  during  the  1960s,  Austin  Ligon  was  quite  sure  he  would  ne 
end  up  as  a  business  executive.  "I  kept  thinking,  'No — business  is  bad,  bt 
ness  is  bad,'"  he  says.  How  quaint  that  he  ended  up  not  just  in  business  but 
a  business  of  singularly  ill  repute.  Ligon,  55,  is  chief  executive  of  CarMaJ 
company  he  cofounded  in  1993  that  is  now  the  nation's  biggest  used-i 
supermarket.  "We  are  not  a  dealer,"  he  insists,  understandably  defensive. 1,1 
are  a  retailer." 

Whatever  that  distinction,  the  cars  are  moving  off  the  lot.  Ligon's  innovation  was  to  replace  the  bao 
of-the-envelope,  I-have-to-clear-this-with-the-manager  sales  hustle  with  straightforward  selling  a 
formulaic  prices.  A  computer  is  used  to  set  the  price  that  CarMax  offers  an  individual  for  a  car  and  tl 
price  at  which  it  will  be  sold.  To  scrub  every  last  whiff  of  sleaze  from  the  used-car  business,  CarMax  mall 
its  sticker  prices  fixed.  Really.  It  does  the  same  with  the  finance  rates  and  the  extended  warranty  prices.  T| 
salespeople  earn  a  flat  commission,  so  they  have  no  incentive  to  try  to  stuff  a  customer  who  can  only  affa 
a  four-year-old  Hyundai  into  a  one-year-old  BMW.  Their  desks  are  designed  so  that  they  and  th 
customers  are  on  the  same  side  of  the  computer  screen. 

An  honest  used-car  salesman?  Maybe  it's  a  first. 

Over  the  past  four  quarters  CarMax  sold  307,000  cars,  most  of  them  used,  at  its  74  lots  in  19  statt 
bringing  in  revenues  of  $6  billion  and  earning  $137  million  aftertax.  That's  a  gain  in  unit  sales  of  18%, 
revenue  21%  and  in  profit  30%.  This  in  a  year  when  the  Big  Three  were  driving  down  prices  of  nq 
cars — and  roiling  used-car  prices — with  rebates  and  incentives. 

Largely  absent  from  the  northern  half  of  the  country,  CarMax  has  room  to  grow.  Last  year  44  millic 
used  cars  traded  hands  (new-car  sales  were  17  million),  37%  at  new-car  dealerships,  32%  at  used-car  la 
and  the  rest  privately  (CarMax  buys  half  of  the  cars  it  sells  from  individuals,  the  rest  at  auction  or  fro: 
other  dealers.)  Companies  like  AutoNation,  Asbury  Automotive  and  privately  held  Wickland  Oil  ha1 
tried  to  copy  CarMax,  but  none  has  lasted. 

Ligon's  transformation  to  businessman  came  shortly  after  he  earned  his  undergraduate  degree  from  tl) 
University  of  Texas.  He  borrowed  his  way  through  Yale  business  school,  then  worked  at  Boston  Consultin 
Group  before  landing  in  the  corporate  planning  department  at  Circuit  City,  the  electronic-appliance  vendd 
Selling  cars  was  an  implausible  line  extension,  but  Ligon's  boss  approved  a  $50  million  budget.  In  1993  Ca; 
Max  opened  its  first  "used-car  superstore,"  in  Richmond,  Va.,  and  later  issued  tracking  stock. 

CarMax  stalled  almost  immediately.  Ligon  built  giant  car  lots,  stocked  them  with  whatever  was  being  sol 


I 
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Yes,  you  just  might  buy  a  preowned  vehicle  from  AUSTIN  LIGON. 
And  his  CarMax  might  even  make  money  selling  it  |  By  Jonathan  Fahey 

Used  Cars,  New 
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By  the  Numbers 


Willi  margins  thin,  CarMax  needs  to  buy  and  sell  cars  at  the  right  price. 


Portion  of 
sellers  who 
say  yes  to 
CarMax's  offer. 

Source:  CarMax. 


Days  it 
takes  to 
recondition 
a  car. 


Average 
money  spent 
reconditioning 
a  car. 


Number 
of  days 
before  a  car 
sells. 


Buyers 
who 
finance 
at  CarMax. 


Average 
gross 

profit  on 
a  sale. 


at  the  big  wholesale  auctions  that  take  place 
daily  around  the  country  and  hoped  his 
friendly  sales  proposition  would  win  over  cus- 
tomers. But  the  wholesale  auctions  left  Car- 
Max  with  too  many  quickly  depreciating, 
dime-a-dozen,  one-year-old  Ford  Tauruses 
out  of  rental  fleets  and  not  enough  of  the  low- 
mileage,  five-year-old  Honda  Accords  used- 
car  drivers  dream  about.  It  turned  out 
drivers  would  rather  haggle  for  the  Accord 
than  pay  a  fixed  price  for  the  Taurus.  Not  only 
that,  but  vehicle  preferences  varied  tremen- 
dously among  markets,  and  those  preferences 
were  constantly  changing.  "They  were  un- 
sophisticated to  the  point  they  were  a  joke 
in  the  industry,"  recalls  auto  consultant 
Maryann  Keller. 

"We  thought  the  important  thing  was  to 
have  400  cars  in  the  lot,"  Ligon  says.  "The  im- 
portant thing  is  which  cars." 

As  CarMax  was  struggling,  along  came 
AutoNation,  the  giant  new-car  dealership 
group,  with  a  plan  to  compete  with  CarMax 
head-to-head  in  used  cars.  CarMax  and  Au- 
toNation engaged  in  a  mortal  expansion  bat- 
tle in  the  late  1990s.  In  December  1999,  after 
losing  $1  billion,  AutoNation  gave  up  on  the 
used-car-superstore  idea.  CarMax  was  hob- 
bled with  a  bunch  of  giant,  moneylosing 
stores  it  had  opened  with  inexperienced 
managers. 

The  stock  market  thought  CarMax  was 
doomed,  but  Ligon  didn't.  In  1999  and  in 
2000  he  added  1.2  million  shares  of  CarMax 
stock  by  exercising  options  and  buying 
shares  on  the  open  market  at  about  $4  a  share. 
He  has  never  sold  a  share,  so  now,  at  $3 1 ,  his 
1.8  million  shares  are  worth  $56  million. 
"When  everybody  else  thought  CarMax  was 
going  to  go  out  of  business,  I  didn't,  and  I  took 
every  penny  on  earth  that  I  had  and  I  bought 
CarMax  stock,"  he  says. 

With  AutoNation  out  of  the  picture, 
Ligon  halted  growth  so  he  could  get  CarMax 


healthy.  He  did  that  with  a  database.  By  track- 
ing, with  help  from  a  handful  of  outside 
sources,  everything  they  can  about  every  car 
CarMax  ever  appraised,  bought  or  sold,  Car- 
Max's  600  inventory  buyers  can  now  tap  into 
enough  information  to  guide  them  to  that 
perfect  price — the  one  that  will  persuade  the 
customer  to  sell  CarMax  the  car  but  will  allow 
CarMax  to  make  a  profit.  "If  you  cannot  do 
that  one  tiling  and  you  do  everything  else 
right,  you'll  die,"  Ligon  says. 

At  CarMax's  Richmond  venue  late  last 
year  a  customer  brought  in  a  2002  Ford  Ex- 
plorer with  80,65 1  miles.  Cory  Smith,  one  of 
the  store's  buyers,  climbed  through  the  ve- 
hicle and  took  it  for  a  spin.  Inside,  in  front 
of  a  computer,  he  punched  in  the  vehicle's 
make,  model,  year,  mileage  and  features.  He 
noted  that  a  rear  door  didn't  open,  that  there 
was  a  paint  chip  on  the  pillar  between  the 
hood  and  the  roof  and  that  the  car  had  a 
"strong  odor' 

The  computer  then  told  him  how  many 
other  similar  Ford  Explorers  CarMax  had  on 
its  Richmond  lot  and  other  lots  in  the  region, 
what  CarMax  had  paid  for  them,  what  they 
were  selling  for,  how  long  they  had  been  sit- 
ting on  the  lots,  whether  and  by  how  much 
they  had  been  marked  down,  what  similar 


Fixer-Upper 


CarMax  stock  was  a  lemon  until  the 
company  solved  the  inventory  riddle. 
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CarMax's  stock  price 
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Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 

cars  had  sold  for  recently  at  CarMax  lots 
at  outside  auctions,  what  profit  CarMax 
made  on  them  and  what  the  car-buying  a 
ices  Kelley  Blue  Book  and  Edmunds.coni 
timated  the  car  was  worth. 

Based  on  the  data  he  saw,  Smith  figi 
CarMax  could  price  the  car  for  $13,998.  C 
reeling  the  defects  and  reconditioning  wc 
cost  $3,000.  His  cash  offer:  $9,000.  The « 
tomer  took  it. 

That's  half  the  battle.  When  a  car  mo 
to  CarMax's  selling  lot,  it  is  watched  carefi 
Every  day  CarMax's  system  looks  at  every 
it  is  offering  for  sale — how  many  test  dr 
it  has  been  taken  on,  how  many  credit 
plications  it  has  attracted,  how  promine 
space  on  the  lot  it  has  occupied.  The  sys) 
compares  that  data  with  the  most  recent  si 
of  comparable  vehicles.  If  the  car  isn't  lil 
to  sell  within  two  weeks,  CarMax  lowers 
price.  "Remember,  this  is  not  fine  wine;  th 
are  bananas,"  Ligon  says.  "Age  is  not  go« 
The  value  of  a  late-model  used  car  declii 
10%  to  20%  a  year,  and  CarMax's  after 
margin  is  only  2%.  Cars  remain  in  invent! 
for,  on  average,  about  a  month.  (Smith's 
plorer  hasn't  sold  yet.  It  is  being  lent  to  <j 
tomers  who  are  getting  their  cars  serviced 
CarMax.) 

In  2002,  after  CarMax  began  to  se 
profit,  it  was  spun  off  from  Circuit  City 
started  adding  outlets  again.  It  has  only 
in  California  and  is  opening  its  first  in 
Northeast  this  April  in  Hartford,  Conn.  1 
can  go  from  $6  billion  [in  sales]  to  $20 1 
lion  and  not  do  anything  different,' 
Joseph  Kunkel,  CarMax's  marketing  chie 

Ligon  isn't  sticking  around  to  see  th 
He  announced  last  fall  that  as  soon  as 
company  finds  a  replacement  for  him 
will  retire,  travel  the  world  and  then  pre 
ably  join  a  nonprofit.  A  used-car  dealer  w 
becomes  a  noted  philanthropist?  It  could 
a  first,  too. 
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ONLY     FROM     CINGULAR:     THE     BLACKBERRY    8700  c" 


take  care  of  business  and 
look  good  doing  it. 


A  superior  voice  and  data  experience  in  a 
sleeker,  more  stylish  form. 

•  Works  on  Cingular's  EDGE,  America's 
largest  high-speed  wireless  data  network 

•  Global  coverage  with  GSM  quad-band 
connectivity 

•  Hands-free  speakerphone 

•  Corporate  and  personal  email  access 

•  Bluetooth®  enabled 


"The  new  8700c  model... is  the  best  BlackBerry 
yet.  It  is  lighter  and  smaller  than  prior  full-size 
models  and  has  a  dazzling  color  screen." 

-  Walt  Mossberg, 
The  Wall  Street  Journal, 
November  10,  2005 
©2005  Dow  Jones  and  Company,  Inc. 
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BlackBerry  8700c 
$29999 

after  2-year  service  agreement  and 
$50  mail-in  rebate  with  BlackBerry1  data 
and  voice  rate  plans  $39.99  or  higher. 

:::  BlackBerry 


Call  1-866-4CWS-B2B 


Click  www.cingular.com/blackberry8700c 


Visit  your  nearest  Cingular  store 


X  angular 

raising  the  barr.iill 


not  available  in  all  areas  Limited-time  otter.  Other  conditions  and  restrictions  apply.  See  contract  and  rate  plan  brochure  for  details.  Up  to  $36  activation  fee  applies.  Equipment  price  and  availability  may  vary  by  market, 
mination  Fee:  None  if  cancelled  in  first  30  days,-  thereafter  $175.  Some  agents  impose  additional  fees.  Sales  tax  calculated  based  on  price  of  unactivated  equipment.  Rebate:  Price  before  $50  mail-in  rebate  is  $349.99.  Allow 
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DHL  Looks  to  ADP 

To  Deliver  Business  Process  Outsourcing  Servie 


When  DHL,  the  international  express 
and  logistics  industry  giant,  began 
looking  for  a  provider  to  deliver  fully 
administered  Payroll  Business 
Process  Outsourcing  (BPO)  services 
for  its  27,000  U.S.  employees,  it 
quickly  discovered  that  an  existing 
business  partner  —  ADP  Employer 
Services  —  was  the  logical  choice. 

U 


'Whenever  there's  an  issue,  [ADP  i 
on  it,  no  matter  what  it  is,  or  wh 
time  of  day,  or  what  comes  up.' 

Jason  A th anas.  Director  of  HRIS, 
Payroll  and  Timekeeping,  DHL 


JA  M  had  just  acquired  some  new 

M#mjf  companies  and  were  in  a 

im    WK  growth  mode,"  says  Jason 

Athanas,  director  of  HRIS,  payroll  and  timekeeping  at  DHL.  "The 
big  question  that  always  comes  up  when  you're  at  that  juncture 
is,  'Do  you  outsource  or  insource?'  You  look  at  technology,  you 
look  at  where  you're  trying  to  go  as  a  business,  and  in  this  case, 
since  we  already  had  a  relationship  with  ADP  we  looked  at  the 
service  level  it  was  delivering  to  us  already.  ADP  had  been 
providing  us  with  traditional  payroll  services  for  a  long  time,  and 
we  had  a  very  honest  and  open  relationship  with  them.  All  of 
those  things  were  key  factors  in  DHLs  decision  to  choose  its  HR 
BPO  solution,  Comprehensive  Outsourcing  Services  (COS)." 

ADP's  COS  is  an  evolution  of  the  company's  traditional 
solutions  that  incorporates  its  payroll  offerings,  tax-filing 
services,  time  and  attendance  solutions  and  benefits 
administration  within  a  comprehensive,  single-source  solu- 
tion. HR  administration,  preemployment  background  and 
reference  checks,  job  tax  credits  and  ADP's  Human 
Resource  Management  System  are  also  provided  as  part  of 
this  robust,  end-to-end  solution. 

Under  the  COS  model,  ADP  handles  both  back-  and  front- 
office  services  developed  specifically  to  provide  companies 
like  DHL  with  increased  efficiencies  based  on  best  practices 
and  economies  of  scale.  In  the  front  office,  COS  includes 


complete  payroll  and  benefits  administration  as  well  i 
full  employee  and  manager  service  center.  The  back  o 
incorporates  IT  infrastructure,  application  software,  applica 
hosting  and  management  and  transaction  processing 
fulfillment.  COS  is  fully  configured  to  each  client's  un| 
business-process  needs. 

"What  that  basically  means  is  that  ADP  acts  as  our  pa' 
department,  as  well  as  our  service  and  support  operati 
notes  Athanas.  "If  employees  have  questions  or  conce 
they  call  the  ADP  help  desk,  and  ADP  will  resolve  tf 
directly.  We  have  knowledge  bases  set  up  that  include  a 
the  DHL  pay  plans  and  policies,  so  ADP  does  most  of 
Tier  1  and  Tier  2  support.  They're  calculating  our  paychei 
printing  our  paychecks  and  handling  the  service  and  sup| 
through  a  single  point  of  contact.  We  send  them  time  an 
rate  information  and  they  do  all  the  rest." 

As  a  business  partner,  Athanas  says,  ADP  demonstn 
day  after  day,  the  same  high  level  of  customer  service 
that  DHL  shows  its  own  clients.  "Whenever  there's  an  is 
they're  on  it,  no  matter  what  it  is,  or  what  time  of  day,  or 
comes  up." 


J 


sat  support  team  can  keep  you  on  top  of  your  gome. 

helps  you  stay  on  top  of  your  game  by  offering  your  company  the  widest  range 

onratorl  l-IP   nawrrtll  and  honofit  arlminictratinn  Q-nliitinnc  .  all  frnm  a  cinnlo  cniirre 


The  business 
behind  business" 


iasing  your  productivity  couldn't  be  simpler  with  these  cost-effective  solutions 
uding  our  fully  administered  Comprehensive  Outsourcing  Services.  And,  best  of  all, 
ian  always  rely  on  ADP  for  unparalleled  service  and  expertise.  Make  ADP  part  of  your 
I  and  find  out  why  we're  the  business  behind  business0. 

ormation  Management  •  Benefit  &  Retirement  Services  •  Small  Business  Services  •  Payroll  St 


10-CALL-AOP  www.adp.com 


3  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 

iness  behind  business  is  a  registered  trademark  of  Automatic  Data  Processing,  Inc. 
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Sour  Patch 


U.S.  sugar  policy  is  hard  to  swallow. 

By  Emily  Lambert 

ERIC  ATKINSON  LIVES  A  SWEET  LIFE  MAKING  CHICK- 
O-Sticks,  peanut  butter  bars,  Long  Boys  and  other 
treats.  But  last  fall  he  soured  on  the  business.  After  hur- 
ricanes Katrina  and  Rita  flattened  sugarcane  crops  and 
knocked  out  the  nations  largest  sugarcane  refinery,  the 
price  of  sugar  doubled  to  50  cents  a  pound  for  his  company, 
Atkinson  Candy  in  Lufkin,  Tex.  When  he  could  get  it  at  all.  His 
profit  margins  were  slashed;  the  Mint  Twist  line  lost  money. 

Atkinsons  contracts  with  retailers  blocked  him  from  raising 
prices,  and  he  couldn't  simply  buy  sugar  overseas  where  the  price 
was  only  half  as  high.  That's  because  Congress,  in  its  wisdom,  out- 


Wipeout:  The  price  of  refined  sugar  soared  after  this  Domino  refinery  was  hit 

by  Hurricane  Katrina. 


laws  free  trade  in  sugar  in  order  to  protect  domestic  ] 
ducers.  The  system's  inequities,  exposed  in  the  hu 
canes'  aftermath,  are  even  more  glaring  as  the  Europj 
Union  imposes  a  36%  cut  in  minimum  price  guaran 
for  sugar  in  its  markets. 

Refined  sugar  courses  through  the  veins  of  the  U.S.  e< 
omy.  Stores  sell  2  million  tons  of  it  annually.  Another  8 
lion  tons  go  into  soda,  baked  goods,  cereal,  candy,  ice  ere 
sports  drinks  and  more.  (These  figures  do  not  include 
million  tons  of  corn  sweeteners.)  If  the  price  of  sucrose  remain 
35  cents  to  40  cents  a  pound,  sugar  users  in  the  U.S.  will  spend  a 
lion  dollars  more  this  year  than  last.  A  one-penny  rise  in  US 
fined  sugar  prices  raises  costs  by  $8  million  at  Kraft. 

The  U.S.  government  started  meddling  in  the  sugar  market  in  1 
Now  it  influences  prices  three  ways — with  loans  to  processors,  imj 
quotas  that  can  double  the  price  of  sugar  shipped  here  and  proc 
tion  caps  on  refiners  in  the  U.S.  "Communist  China  has  a  freer 
mestic  market  in  most  of  its  markets  than  we  do  in  sugar,"  says  Da 
Griswold,  director  of  trade  policy  studies  at  the  Cato  Institute. 
Processors  here  are  ensured  that  their  sugar  will  sell  for  18  a 
to  23  cents  a  pound  (18  cents  for  raw  cane,  23  cents  for 
fined  beet  sugar);  if  not  they  can  use  the  sugar  to  pay  b 
government  loans.  The  U.S.  lets  only  2.7  million  tons  of 
eign  sugar  into  the  domestic  market  free  of  h 
tariffs;  anything  beyond  that  limit  is  slapped  with  duj 
to  eliminate  any  price  advantage,  shutting  down  m| 
import  trade. 

American  sugar  producers  argue,  with  compl| 
aplomb,  that  the  price-support  program  operates  at 
cost  to  taxpayers.  But  that  is  true  only  when  sugar  pril 
are  high.  When  prices  started  dropping  in  2000, 1 
government  eventually  ended  up  with  a  million  tons 
sugar  as  loan  repayments,  which  it  sold  off  at  a  loss, 
course,  if  oil  companies  gathered  around  a  long  table  ai 
rigged  the  price  of  gasoline  at  $6,  that  wouldn't  cost  t; 
payers  anything,  either. 
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There  is  no  great  mystery  to 
the  achievement  of  leadership. 
It  is  comprised  of  a  series  of 
critical  insights  and  innovation, 
ultimately  resulting  in  a  higher 
standard  of  performance. 
For  Oce  this  has  meant  years  of 
technological  advancement  in 
print  and  document  processes, 
earning  5,873  international 
patents  and  several  prestigious 
awards.  Oce  Business  Services 
rigorously  applies  this  higher 
standard  to  document  process 
management  across  the  entire 
lifecycle.  Whether  engaged  in 
print,  mail  or  imaging  and 
records  management,  our 
sights  are  on  innovation.  Oce 
MAX™  is  our  latest  advance. 
It's  a  unique  Six  Sigma®  based 
business  application  that  will 
transform  the  way  you  manage 
your  outsourced  document 
processes.  Call  us  and  discover 
why  it  was  worth  the  wait. 
Keep  an  eye  on  Oce.  For  a  free 
IDC  white  paper  on  Oce  MAX, 
visit  www.ocesolutions.com 
or  call  1-888-390-1513  ext.  201. 


oce 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


Weath< 
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Gleaners 

Giant  reservoirs  are 
getting  hard  to  find. 
So  Weatherford  helps 
oil  companies  pick  over 
the  fields  that  are 
already  on  the  map. 
By  Christopher  Helman 


F  THE  25,000 
wells  Weather- 
ford  International 
helped  drill  last  year,  the  gnarliest  was  in  the 
Knotty  Head  prospect  in  the  Gulf  of  Mex- 
ico. For  nine  months  the  ship  Transocean  Dis- 
coverer Spirit  used  360-degree  rotating  pro- 
pellers to  hold  itself  steady  in  the 
3,500-foot-deep  water  as  diamond-tipped 
bits  cut  the  deepest  oil  well  ever— 6.5  miles 
down.  Completed  in  December  at  a  cost  of 
some  $70  million,  Knotty  Head  will  gener- 
ate many  years  of  income  for  owners 
Chevron,  Anadarko,  BHP  Billiton  and  Nexen. 
Sensors  suggest  a  600-foot-thick  zone  of 
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EXCLUSIVELY 

FROM 
AVANTAIR 
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HYBRID  OF  THE  SKIES 


Avantair,  the  fractional  aircraft  solution  to  high 
fuel  surcharge.  As  the  exclusive  provider  of  the 
Avanti  P.180,  we  offer  the  lowest  fuel  surcharge 
in  the  industry.  But  we'll  let  the  numbers  speak 
for  themselves: 


n  tm 


73°°  less       69  less  I  50%less 


fuel  surcharge 
than  mid-size 
business  jets* 


fuel  surcharge 

than  light 
business  jets* 


fuel  surcharge 
than  other  twin 
turboprops* 


'Averages  based  on  January  2006  industry  fuel  surcharge  rates. 

The  cabin  of  a  mid-size  aircraft,  with  a  fuel  sur- 
charge beyond  compare.  Call  1.877.BUY.P180 

today  to  experience  Avantair  fractional  ownership 
in  a  category  all  its  own. 


avantair.com 


Weatherford  International 


spongy  rock  holding  millions  of  barrels. 

Weatherford  acquired  its  talent  for  6-mile 
wells  in  last  year's  $2.3  billion  cash-and-stock 
purchase  of  Canada's  Precision  Drilling. 
There  is  a  surprising  amount  of  research  and 
development  behind  well 
drilling.  Quartz  transduc- 
ers measure  temperature 
and  pressure.  Gamma- 
ray  emitters  bounce 
atomic  particles  off  rock 
formations  to  see  the  size, 
density  and  flow  of  oil 
reservoirs.  Data  are 
beamed  back  to  the  sur- 
face by  electromagnetic 
pulse  or  optical  fiber.  Ma- 
terials science  is  a  big 
deal.  At  the  bottom  of  the 
Knotty  Head  hole,  the 
450-degree-Fahrenheit 
temperature  and  the  pres- 
sure (2,000  times  atmos- 
pheric) would  crush  or 
melt  most  drilling  tools. 

The  petro-giants  own  the  oil,  but  they  rely 
on  service  companies  like  Weatherford  to  drill 
for  it,  study  it  and  build  wells  and  pumps  to 
extract  it.  As  the  average  untapped  oil  reser- 
voir is  to  be  found  in  ever  smaller,  deeper  and 
tighter  rock,  service  companies  have  come  up 
with  ever  more  innovations.  And  they're 
charging  for  it.  According  to  research  firm 
John  S.  Herold,  since  2000  the  inflation-ad- 
justed cost  of  finding  and  producing  oil  and 
natural  gas  worldwide  (not  counting  taxes  or 
royalty  payments)  has  climbed  80%  to  $9  per 
barrel. 

"It  reflects  all  the  symptoms  of  an  aging 
of  the  reservoir  base,"  says  Bernard  J.  Duroc- 
Danner,  52,  chief  executive  of  Weatherford, 
the  fourth-largest  oil  service  company  (after 
Halliburton,  Baker  Hughes  and  Schlum- 
berger),  with  25,000  workers  worldwide.  The 
older  these  fields  get,  the  more  help  they  need, 
and  that's  good  for  Weatherford.  In  2005  net 
income  was  up  42%  to  $470  million  on  $4.3 
billion  sales. 

Worldwide,  capital  expenditures  on  en- 
ergy exploration  and  production  have  risen 
15%  in  each  of  the  past  two  years  to  $170 
billion,  according  to  Herold.  The  number  of 
drilling  rigs  poking  holes  in  the  world  is  at 
a  high  not  seen  in  20  years— up  from  1,200 
in  1999  to  3,000  now.  Yet  the  oil  supply,  at 


Learning  to  coax  more  oil  from  aging 
fields:  Bernard  J.  Duroc-Danner. 


84  million  barrels  a  day,  has  expanded  just 
1%  since  2004. 

The  greatest  effort  to  arrest  the  in- 
evitable is  taking  place  in  the  Persian  Gulf. 
Since  2004  Saudi  Aramco  has  been  fighting 
declining  oil  output  from 
megafields  like  70-bil- 
lion-barrel  Ghawar  by 
doubling  the  number  of 
drilling  rigs  to  120  this 
year.  By  then,  said  Saudi 
Oil  Minister  Ali  Ibrahim 
Al-Naimi  at  a  recent  con- 
ference, the  kingdom 
aims  to  boost  production 
capacity  from  1 1  million 
barrels  a  day  to  12.5  mil- 
lion— at  a  cost  of  roughly 
$11  billion. 

Weatherford  has  half 
its  50  drilling  rigs  in  the 
Middle  East  and  operates 
dozens  more  for  clients. 
Since  2004  the  region 
has  seen  a  big  uptick  in  demand  for  so-called 
underbalanced  drilling.  It's  a  gentler  way  to 
bore  new  production  wells  into  older  fields 
without  using  the  heavy  drilling  fluids  that 
can  damage  delicate  rock  formations  and  fur- 
ther deplete  reservoir  pressures  needed  to 
push  the  oil  up.  The  company  is  the  world 
leader  in  underbalanced  drilling  and  is  also 
tops  in  pressure-boosting  artificial  lift  systems 
like  a  new  steam  injection  and  pump  process 
under  development  in  Canada's  oil  sands  re- 
gion (see  story,  p.  140)  that  slashed  recovery 
costs  by  30%.  The  Saudis  are  testing  similar 
systems  in  heavy  oilfields  where  Al-Naimi 
says  they  could  boost  the  potential  oil  to  be 
squeezed  from  a  field  sixfold  to  40%. 

Duroc-Danner  knows  the  turf.  His  father, 
Jean,  was  head  of  exploration  for  French  oil 
producer  Total  and  oversaw  initial  produc- 
tion in  some  of  the  biggest  Saudi  fields.  "I  was 
dragged  onto  platforms  and  rigs — the  Little 
boy  following  his  daddy'  recalls  Duroc-Dan- 
ner. "It  resulted  in  my  wanting  not  to  be  in 
the  industry'  The  prodigal  son  earned  a  Ph.D. 
in  economics  at  Wharton,  worked  as  a  con- 
sultant in  Boston  and  barely  noticed  the  bot- 
tom falling  out  of  the  market  when  oil  prices 
slumped  to  $10  a  barrel.  Yet  in  1986  he  re- 
sponded to  a  call  from  a  couple  of  Texas  oil 
guys  who  owned  a  tiny  public  company 
called  Energy  Ventures.  EVI  had  $  1 5  million 


in  cash  to  buy  oilfield  assets  at  fire-sale  pr 
Duroc-Danner  took  a  sabbatical  and 
seyed  down  to  Houston,  where  he 
promptly  given  $3  million  and  sent  to  an 
tion  in  New  Iberia,  La. 

There  he  went  $3,000  over  budget  tol 
three  drilling  rigs  on  barges.  "They  were 
ger  than  God  and  couldn't  float  anymore 
says.  But  Duroc-Danner  repaired  th 
started  buying  more  and  never  went  bac 
that  job  in  Boston.  Within  a  year  sales 
grown  from  zero  to  $54  million.  Elevate 
president  of  EVI  in  1989,  Duroc-Danner  be 
a  frenzy  of  more  than  200  acquisitions, 
panding  EVl's  business  in  drilling  pipe 
tubulars  to  $340  million  by  1996.  Two  y 
later  EVI  bought  Weatherford  Enterra,  wl 
had  a  worldwide  business  in  well  const 
tion  and  downhole  tools.  Aside  from  pro 
ing  a  new  name  for  Duroc-Danner's  comp 
Weatherford's  Middle  East  and  African  < 
tracts  offered  a  springboard  for  global  gro 
Focusing  on  high-margin  drilling  techno] 
and  tools,  Duroc-Danner  spun  off  the  d 
pipe  business  as  Grant  Prideco  in  2000 
sold  off  capital-intensive  barge  rig  and 
compression  businesses.  Realizing  that  fu 
growth  lay  in  high-tech  drilling  tricks 
tripled  R&D  spending  to  $140  million  a 
between  2000  and  2005.  And  topped  it  ol 
acquiring  tech-sawy  Precision  Drilling. 

In  2004  Weatherford  was  first  to  roll! 
a  new  twist  in  optical  sensor  technology.  V 
this  the  driller  can  create  4-D  images  (tl 
dimensions  plus  time)  of  oil  reservoirs  \ 
seismic  vibration  sensor  attached  to  the 
of  a  fiber-optic  cable  pushed  down  into  a  \ 
By  integrating  this  sensor's  readings  \ 
those  from  sensors  in  the  field's  other  w 
engineers  can  figure  out  which  parts  » 
reservoir  are  getting  sucked  dry  and  wl 
areas  have  enough  oil  trapped  to  justify  n 
drilling.  Weatherford  says  this  technol 
saved  Norway's  Statoil  $10  million  in 
needed  drilling  costs  last  year. 

Like  biblical  gleaners  extracting  rr 
wheat  from  long-tilled  acreage,  Duroc-D 
ner  is  revitalizing  oil  flows  from  aging  fii 
once  thought  to  be  largely  tapped  out  1 
means  he  is  turning  his  back  on  the  kind 
large-scale  seismic  testing  used  to  prosr. 
for  elephant  fields — a  high-margin  busir 
dominated  by  Schlumberger.  "Frankly," 
says,  "we  don't  think  there's  a  lot  of  big  re: 
voirs  left  to  be  found." 
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10  VIRUSES. 

10  SPAM. 

10  DOWNTIME. 

MAIL  DONE  RIGHT. 


one  can  promise  complete  email  security  and  availability.  We  don't  live  in  that  kind  of  world, 
t  one  company  has  earned  a  worldwide  reputation  for  making  email  as  secure  and  available  as 
s  important.  A  company  that  not  only  screens  out  viruses,  spam  and  spy  ware,  but  also  provides 
lutions  for  speedy  recovery  in  case  of  system  failure.  A  company  that  reduces  storage  costs 

archiving  to  secondary  storage  and  blocking  unwanted  emails.  A  company  that  provides 
magement  tools  for  efficient  email  retention  and  fast  email  discovery.  A  company  that  does 
tail  right.  Symantec.  Because  we  know  it's  not  just  email,  it's  your  business.  For  more 
or  mation  visit  www.symantec.com/esa  or  call  800-745-6054  DC  FFARLFSS 


www.symantec.com/vision 


Symantec  Vision  2006 

May  8-11. 2006  |  MosconeWest  I  San  Francisco,  California,  U.S.A. 


^  Symantec, 


HwfcCorporation.  All  rights  reserved.  Symantec 
ratlemarks  or  registered  Irademarks  of 
/t  its  affiliates  in  the  U  S  and  other  countries 


r>fec  i.orporat 


We're  incorporating  the  skin  care  you  lite 
with  the  high-SPF  sunscreen  you  need. 

Or  if  you  prefer,  vice  versa. 


Cleansers  and  moisturizers  help  maintain  healthy,  good-looking  skin. 
Yet  an  ingredient's  been  missing.  New  technology  from  Dow  Dispersion 
Sciences  lets  manufacturers  add  high-SPF  sunscreen  to  their  products  to 
help  protect  against  skin  cancer.  With  no  heavy,  greasy  feeling  on  your  skin. 
To  make  something  more  beautiful,  you  just  need  the  right  chemistry. 


Health 


Lifestyle 


Communication 


Transportation 


Building 


Living. 
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CANADIAN  PLAYBOY  CALVIN  AYRE  WENT  DOWN  TO 
Costa  Rica  a  decade  ago  and  began  taking  illegal 
bets  over  the  Internet.  Now  he's  worth  $1  billion 
(see  cover  story,  p.  112).  Making  a  billion  just  isn't 
what  it  used  to  be.  In  its  inaugural  ranking  of  the 
world's  richest  people  20  years  ago  FORBES  uncovered  some  140 
billionaires.  Just  three  years  ago  we  found  476.  This  year  the  list 
is  a  record  793,  up  102  from  last  year.  They're  worth  a  combined 
$2.6  trillion,  up  18%  since  last  March.  Their  average  net  worth: 
$3.3  billion.  Strong  stock  markets  around  the  world  (the  U.S. 
being  the  notable  exception)  contributed  to  this  surge  in  wealth. 
India,  whose  BSE  SENSEX  market  was  up  54%  in  the  past  12 
months,  is  home  to  10  new  billionaires,  more  than  any  other 
country  besides  the  U.S.  Notable  newcomers  include  Tulsi  Tanti, 
a  former  textile  trader  whose  alternative  energy  company  owns 
Asia's  largest  windfarm;  Vijay  Mallya,  the  liquor  tycoon  behind 
Kingfisher  beer;  Kushal  Pal  Singh,  India's  biggest  real  estate  devel- 
oper; and  Anurag  Dikshit  (pronounced  "dix-sit"),  another  online 
gaming  mogul,  who  made  his  fortune  when  he  and  two 
Americans  took  their  PartyGaming  poker  company  public  in 
London  last  June.  Russia,  whose  RTS  stock  exchange  was  up 
108%,  benefited  from  strong  gains  in  commodities  prices.  The 
surge  swelled  the  fortunes  of  its  33  billionaires,  including  7  new- 
comers who  join  the  list.  China  now  has  8  billionaires,  four  times 
as  many  as  last  year.  The  U.S.  is  home  to  44  new  billionaires  and 
commands  nearly  half  of  the  fortunes  on  the  roster.  Bill  Gates 
retains  his  title  as  the  world's  richest  person  for  the  twelfth 
straight  year,  proving  that  while  it's  getting  easier  to  make  a 
billion,  the  same  can't  be  said  for  making  $50  billion.  Twelve 
people  return  to  the  list.  Thirty-nine  people  depart  from  it 
(see  box,  p.  158).  Seven  fortunes  were  broken  up  among  family 
members,  usually  siblings,  adding  15  individuals  to  the  ranks. 
Seventy-eight  women  make  the  list,  10  more  than  last  year,  though 
only  6  are  self-made.  Hind  Hariri,  daughter  of  slain  Lebanese 
prime  minister  Rafik  Hariri,  who  is  eight  months  younger  than 
Germany's  Prince  Albert  von  Thurn  und  Taxis,  is,  at  22,  the  list's 
youngest  member.  F 
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ON  A  WARM,  BRIGHT  MORNING  JUST  OUTSIDE 
San  Jose,  Costa  Rica,  Calvin  Ayre,  slightly 
hungover,  was  lounging  in  his  bathrobe  at  a 
poolside  office  in  his  new  $3.5  million,  10,000- 
square-foot  compound  Sipping  coffee  poured 
by  one  of  his  five  servants,  the  entrepreneur 
declared,  paraphrasing  Sun  Tzu's  The  Art  of 
War,  "I'm  going  to  win  this  war  without  fighting  battles.  I've  put  a  lot 
of  energy  into  finding  ways  not  to  fight  my  enemies." 

From  this  tropical  oasis,  Ayre  has  dodged  and  taunted  those 
enemies,  the  main  one  being  the  U.S.  Department  of  Justice. 
His  Bodog  Entertainment  Group  is  in  the  not  very  kosher  busi- 
ness of  Web  gambling.  It  takes  bets  from  16  million  customers, 
most  of  them  in  the  U.S.  And  that  appears  to  violate  the  law — 
Title  18,  Section  1084  of  the  ^^^^^^^^^^^^ 
U.S.  Code — which  forbids 
using  telephones  or  other  com- 
munication devices  "in  inter- 
state or  foreign  commerce"  in 
order  to  take  bets.  "Online 
gambling,  whether  it  is  located 
offshore  or  not,  is  illegal  when 
it  comes  to  the  United  States 
and  its  citizens,"  says  a  Justice 
Department  official  who  works 
on  Internet  gambling  crimes. 

But  Bodog  has  no  physical 
presence  in  the  U.S.,  Ayre  is  not 
an  American  citizen,  and  the 
extraterritorial  reach  of  U.S.  law 
is  not  clear.  Ayre,  at  any  rate, 
has  no  assets  in  the  U.S.  for  the 
G-men  to  seize. 

Last  year  the  privately  held 
Bodog  handled  $7.3  billion  in 
online  wagers,  triple  the  vol- 
ume of  2004.  Ayre  says  all  this 
betting  gave  him  sales  of  $210 
million,  and  that  he  took  26% 
of  the  revenue  to  the  bottom 
line.  What's  his  business  worth? 
Two  similar  ventures  that  are 
publicly  traded  (in  Europe)  go  | 
for  well  over  18  times  trailing 
earnings.  At  that  multiple, 

Bodog,  along  with  other  assets,  gives  Ayre  a  net  worth  of  at  least 
$1  billion. 

Ayre  presumably  has  not  just  the  vice  squad  but  the  tax  col- 
lectors in  a  huff.  While  95%  of  his  sales  come  from  the  U.S.,  the 
44-year-old  doesn't  pay  a  nickel  in  corporate  or  personal  income 
tax  here.  Is  that  legit?  Foreigners  are  supposed  to  pay  federal  tax 
on  income  derived  from  U.S.  business  activities.  The  suckers  are 
stateside,  the  electronic  roulette  wheels  and  digitized  sports  pools 
in  Costa  Rica.  Where's  the  action?  It  remains  to  be  seen  whether 
IRS  agents  could  make  Ayre  pay,  assuming  they  could  get 


While  95%  of  his  sales  come 
from  America,  Ayre  doesn't 
pay  a  nickel  in  U.S.  taxes. 


their  mitts  on  either  him  or  his  money. 

His  taunting  analysis  of  the  law:  "We  run  a  business  that  a 
actually  be  described  as  gambling  in  each  country  we  operate 
But  when  you  add  it  all  together,  it's  Internet  gambling." 

There  are  2,400  Internet  gaming  sites,  estimates  tracker  G 
City,  a  few  hundred  of  them  operating  in  Costa  Rica's  tax  and  n 
ulatory  haven.  According  to  research  company  Christiansen  Cs 
ital  Advisors,  they  pulled  in  revenue  (vigorish,  that  is)  of  $12 
lion  last  year,  double  the  volume  on  the  Las  Vegas  Strip.  Ayre 
his  share  with  a  smorgasbord  of  offerings  (sports,  poker  a; 
casino  games),  a  heavy  dose  of  marketing  and  a  lot  of  repeat  bu 
ness.  Bodog.com  claims  145,000  regulars  who  bet  at  least  ona 
week.  Their  average  wager:  $60  for  sports,  $13  for  casino  game 
Bodog  is  spending  $80  million  this  year  to  nudge  beyoi 

gaming  into  a  kind  of  MySpa 
for  adults.  Most  of  it  is  pret 
cheesy  entertainment,  like  I 
recent  hosting  of  the  Lingei 
Bowl,  a  raunchy  pay-per-vit 
cable  alternative  to  the  Sup 
Bowl  halftime  show.  Ayre 
also  supporting  the  careers  o] 
dozen  lesser-known  rock  ai 
hip-hop  acts  (Bif  Naked  ai 
Syndicated  Villain  amoi 
them)  and  producing  a  pok 
show  on  cable  TV  with  a  sle 
of  C-list  celebrities  like  R« 
Mariano  (a  contestant  on  CI 
Survivor)  and  card  shark  Dav 
Williams.  Hardly  any  of  the 
ventures  makes  money,  thouj 
Ayre  insists  they  will  one  d 
But  it  probably  lures  custome 
to  try  their  luck  on  Bodog.coi 
Its  1.5  million  unique  visito 
per  month,  according  to  Inte 
net  tracker  Hitwise,  riva 
that  of  Sportsbook.com,  whi 
is  owned  by  London  Sto« 
Exchange-traded  Sportingb 
Group,  the  world's  largest  spot 
betting  company. 

Ayre  likes  to  be  seen — esp 
cially  with  attractive  wome: 
He  is  unmarried  and  has  no  steady  girlfriend  ("It  would  be  unfa 
to  the  girl,"  he  says).  He  has  himself  driven  around  in  a  blac 
Hummer  by  a  chauffeur  who  was  trained  as  a  sniper  in  the  Can; 
dian  military  and  practiced  in  Somalia,  Bosnia,  Afghanistan  ar 
Iraq.  Why  the  heavy  metal?  Ayre  says  he  and  three  friends  we: 
robbed  at  gunpoint  on  the  streets  of  San  Jose  a  few  years  ago.  H 
rivals  say  there's  about  as  much  need  for  a  bodyguard  in  Cosi 
Rica  as  in  Boca  Raton. 

Raised  in  Lloydminster,  Sask.,  Calvin  Edward  Ayre  (pre 
nounced  "air")  is  the  son  of  grain  and  pig  farmers.  He  placed  h 
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first  bet  during  his  teens,  playing  blackjack  for  pennies  with  his 
mates  on  long  hockey  trips  across  the  Canadian  tundra.  By  the 
time  he  attended  the  University  of  Waterloo,  Ayre  was  betting  on 
sports  (for  beers,  he  says),  and  developing  a  taste  for  business. 
Over  the  summer  he  bought  a  five-ton  truck,  loaded  it  with  cher- 
ries and  peaches  hed  picked  and  sold  the  fruit  to  motorists  on  the 
side  of  the  road.  He  also  organized  trips  to  Florida  and  Cuba  for 
his  party-going  classmates. 

It  didn't  take  him  long  to  land  in  trouble.  With  an  M.B.A.  from 
City  University  in  Seatfie,  Ayre  took  a  job  in  June  1990  as  presi- 
dent of  Bicer  Medical  Systems,  a  Vancouver,  B.C.  heart-valve 
maker.  The  company  was  underfinanced,  he  says.  According  to 
British  Columbia  Securities  Commission  documents,  Ayre  sold 
300,000  Bicer  shares  without  releasing  a  prospectus.  He  also 
moved  millions  of  shares  between  several  accounts,  including  his 
own,  without  filing  insider  trading  reports.  "I  knew  that  I  wasn't 
following  all  the  rules,"  he  says.  "But  I  also  knew  I  had  to  do  it  to 
keep  the  budget  alive."  Though  he  was  never  charged,  Ayre  settled 
in  1996  for  a  $10,000  fine  and  a  20-year  prohibition  from  running 


a  company  listed  on  the  Vancouver  Exchange. 

Meantime  Ayre  borrowed  Cisco  training  manuals  and  tai 
himself  network  design,  then  tried  launching  several  Web-bj 
ventures,  including  a  voice-over-IP  company.  All  of  ti 
flopped.  Then  he  read  a  newspaper  story  about  Ronald 
Cigar)  Sacco,  a  U.S.  bookie  who  had  set  up  an  offshore  phoni 
betting  operation  in  the  Dominican  Republic  to  elude  fel 
charges  in  the  States.  "There  was  a  loud  bang  in  my  head  and 
whole  universe  came  together,"  Ayre  recalls.  (Sacco  pleaded  gi 
in  1994  to  money-laundering  charges  and  went  to  prison  a 
later.  His  operation  later  moved  to  Costa  Rica.)  Ayre  inve; 
$10,000  to  build  a  Web-based  system  for  betting  online,  proi 
ing  software  to  offshore  bookmakers. 

By  1996  he  was  in  Costa  Rica,  helping  to  launch  some  ofi 
first  online  casinos,  like  WinSports  and  GrandPrix,  for  o{ 
bookmakers.  Internet  gambling  was  basically  unheard-of, 
there  was  a  strong  disconnect  between  the  kid  and  the 
coots  taking  the  bets.  Ayre  not  only  wanted  to  encourage  sms 

(story  continues  on  p.  \ 
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to  generate  more  predictable  revenue  and  profits,  he  also 
ted  to  settie  accounts  with  online  checks,  instead  of  suitcases 
sh.  "I  was  pioneering  a  new  industry,"  he  says.  That's  half  true. 
tsbook.com  was  championing  a  similar  model,  taking  bets 
i  customers  using  credit  cards  issued  by  European  banks. 
\yre  launched  his  own  site  in  April  2000,  starting  with  sports 
ng.  There  were  options  to  pay  with  credit  cards  and  online 
ks  (wired  from  U.S.  accounts  to  Bodogs  London  accounts), 
000  maximum  and  plenty  of  pictures  of  pretty  girls.  Later  he 
■d  online  poker  and  casino  games.  In  the  event  that  you  are  a 
ler,  you  collect  via  wire  transfer.  Presumably,  you  declare 
winnings  on  your  1040,  but  Ayre  does  not  file  reports  with 
IRS. 

To  create  some  attention,  Ayre  begat  the  fictitious  "Cole  Turner" 
he  public  face  of  Bodog.  He  convinced  Christopher  Costigan, 
ler  of  Gambling911,  an  online  tabloid  promoting  Web  gam- 
g,  to  post  stories  of  Turner,  an  Indiana  Jones-like  character.  In 
3,  for  example,  Ayre  turned  his  vacation  to  Thailand  into  a  Cole 
ner  Internet  adventure.  Using  a  digital  camera,  a  machete,  fake 
d  and  a  cast  of  taxi  drivers  and  massage-parlor  girls,  Ayre  spun 
tale  of  Turner  leading  an  expedition  into  Cambodia  to  fight  a 
of  Buddhist  terrorists.  Along  the  way  Turner 
captured  by  the  Cambodian  army,  double- 
sed  by  opium  warlords  in  a  lost  ancient  city 
wounded  in  a  knife  duel  while  escaping  the 
ntry.  Ayre  wrote  the  eight-story  series  on  the 
le  back  to  Costa  Rica.  It  was  released  during 
college  bowl  season. 

The  series  got  noticed.  Disgusted  bookies 
ival  companies  posted  notes  on  Internet 
urns  saying  Turner  was  a  terrible  business- 
n  because  he  was  off  on  an  adventure 
ler  than  at  his  desk  during  one  of  the  busiest  betting  times  of 
year.  One  gambler  called  Bodog  and  said  he  wouldn't  place 
>ther  bet  until  he  knew  if  Turner  was  alive. 
But  the  joke  got  old.  After  being  quoted  in  a  2004  Cigar 
cionado  magazine  story  as  Cole  Turner,  Ayre  got  tired  of 
)laining  to  reporters  that  Turner  was  just  a  marketing  trick. 
1  Ayre  hasn't  lost  his  crude  touch:  He  sometimes  hands  out 
ng  underwear  as  business  cards.  For  an  April  Fool's  gag  last 
r  he  released  a  statement  apologizing  to  customers  for  losing 
dog  to  Virgin's  Richard  Branson  in  a  drunken  poker  match. 
Bodog  is  based  in  Costa  Rica,  where  150  bookmakers  and 
tomer  service  reps  guide  the  action.  The  government  doesn't 
irge  businesses  on  money  earned  from  other  countries,  and 
ce  Ayre  doesn't  take  bets  from  Costa  Ricans,  all  Bodog  rev- 
ues come  from  foreign  lands.  He  pays  no  personal  income 
;es  in  Costa  Rica  since  all  his  assets — cash,  cars,  houses  and 
ler  properties — are  in  Bodogs  name,  not  Ayre's.  He  says  he  has 
5  million  invested  in  Costa  Rican  and  Canadian  real  estate  and 
0  million  in  Swiss  banks. 

In  Vancouver,  200  graphic  designers  and  computer  program- 
's work  at  Riptown  Media,  whose  only  client  is  Bodog.  But 
oducing  advertising  copy  is  not  a  crime  and  Bodog  itself  does- 
keep  an  office  in  Canada,  which  has  legal  restrictions  against 
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online  gambling  similar  to  those  in  the  U.S.  Ayre  says  his  citizen- 
ship isn't  a  reason  for  not  setting  up  operations  in  Canada, 
though  he  still  carries  that  insider  trading  settlement  on  his 
record  and  admits  he  doesn't  want  to  "tempt  fate." 

The  U.S.  Justice  Department  hasn't  had  much  luck  prosecut- 
ing online  gambling  operators.  Jay  Cohen,  an  American  who  co- 
owned  World  Sports  Exchange  in  Antigua,  is  the  only  known 
proprietor  ever  put  on  trial.  Found  guilty  of  accepting  bets  from 
America  over  the  Internet  in  August  2000,  he  was  sentenced  to 
21  months.  But  some  American  offshore  operators  haven't  been 
touched,  even  though  they  sometimes  return  to  the  States. 
Among  them:  Ruth  Parasol  and  J.  Russell  DeLeon,  a  married 
couple  who,  along  with  Indian  partner  Anurag  Dikshit,  got  very 
rich  when  they  took  PartyGaming,  a  Gibraltar  company,  public 
in  London  last  June.  Dikshit  is  worth  $3.3  billion,  Parasol  and 
DeLeon  $1.8  billion  each. 

Uncle  Sam  has  found  ways  to  make  those  who  help  Web 
casinos  sweat.  In  2003  Ebay's  PayPal  operation  paid  the  US.  $10 
million  to  settle  charges  of  enabling  online  betting  with  money 
transfers.  In  January  the  tabloid  Sporting  News  surrendered  $7.2 
million  to  the  government,  money  it  earned  advertising  gambling 
sites.  Ayre  has  a  clever  work-around.  Most 
broadcasters  in  the  U.S.  don't  want  to  pay  fines 
for  running  Bodog.com  ads  but  happily  take 
money  for  advertising  Bodog.net,  a  free  "edu- 
cational" site  that  looks  almost  identical  to  the 
Bodog.com  money  machine. 

There  is  some  risk  that  Congress  will  give 
the  DOJ  more  weapons  with  which  to  attack 
offshore  gamers.  Senator  Jon  Kyi  (R-Ariz.)  has 
introduced  a  handful  of  bills  to  stop  online 
gambling.  One  made  it  to  the  floor  and  was 
voted  down  in  November  1999;  Kyi's  handler  blames  "shadowy 
forces."  Rep.  James  Leach  (R-Iowa)  introduced  similar  legislation 
last  November.  "Internet  gambling  has  dangerous  implications  for 
families  and  society,"  Leach  says.  "It's  also  a  front  for  money  laun- 
dering and  terrorism,"  though  he  has  only  anecdotal  evidence. 

Ayre,  paradoxically,  might  also  be  in  trouble  if  Congress  went 
the  other  way  and  legalized  online  gambling.  That,  he  says, 
would  encourage  the  likes  of  Google,  Microsoft  and  Ebay  to  open 
sites.  But  other  powers  disagree.  "Do  you  think  the  Internet  or 
gambling  is  going  to  disappear  in  the  next  ten  years?"  asks  Nigel 
Payne,  Sportingbefs  chief,  who  spends  much  of  his  time  lobbying 
for  regulation.  (His  largest  stockholders  include  Fidelity  Invest- 
ments and  Merrill  Lynch.)  "The  U.S.  needs  to  regulate  it,  license 
it  and  tax  it."  Payne  says  the  U.S.  government  could  have  reaped 
$900  million  from  online  gambling  taxes  last  year.  He  has  a 
strong  ally  in  Terri  Lanni,  chief  executive  of  MGM  Mirage,  which 
owns  the  Bellagio  and  MGM  Grand  in  Las  Vegas.  Washington  is 
"making  a  major  mistake  by  not  legalizing  this  type  of  gambling, 
considering  that  almost  all  wagers  going  to  offshore  sites  come 
from  the  United  States,"  he  says. 

Whatever  happens,  Ayre  will  try  to  make  sport  of  it.  "One  of 
the  things  that  drives  me  is  the  excitement  that  I  could  fail,"  he 
says.  "What  better  buzz  can  you  get?"  F 
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The  Americas 


The  number  of  Brazilian  billionaires  doubled,  helping  spark  a  36%  rise  in  the  region's  net  worth. 


Left  to  right:  Constantino  de  Oliveira  Jr.'s  airline  stock  has  been  soaring; 
Emilio  Azcarraga  Jean  and  Ricardo  Salinas  Pliego  compete  through  their 


Barry  Sherman's  generic  drugs  roil  big  pharma;  media  magnates 
respective  television  networks,  Grupo  Televisa  and  TV  Azteca. 


[■£    Name  Country    •                   net  worth 

\S  (JBIL) 

Source 

AGE 

■£    Name  Country                         net  worth 

2  (SBIL) 

Source 

AGE 

3     Carlos  Slim  Helu  Mexico 

30.0 

telecom 

66 

382  Roberto  Hernandez  Ramirez  Mexico 

2.0 

banking 

64 

9     Kenneth  Thomson  &  fam  Canada 

19.6 

publishing 

82 

▲ 

382  Clayton  Ridded  Canada 

2.0 

oil  &gas 

68 

59    Galen  Weston  &  fam  Canada 

8.4 

retail 

65 

T 

428  Lorenzo  Zambrano  &  fam  Mexico 

1.8 

cement 

62 

69    Joseph  &  Moise  Safra  Brazil 

7.4 

banking 

A 

451  Emilio  Azcarraga  Jean  Mexico 

1.7 

media 

38 

106  James,  Arthur  &  John  Irving  Canada 

5.5 

oil 

A 

451  Gregorio  Perez  Companc  &  fam  Argentina  1.7 

oil  &gas 

71 

114  Gustavo  Cisneros  &  fam  Venezuela 

5.0 

media 

60 

486  Julio  Bozano  Brazil 

1.6 

banking 

70 

114  Jeffrey  Skoll  Canada 

5.0 

Ebay 

41 

486  Abilio  dos  Santos  Diniz  Brazil 

1.6 

supermarkets 

69 

125  Lorenzo  Mendoza  &  fam  Venezuela 

4.9 

beverages 

40 

A 

486  Daryl  Katz  Canada 

1.6 

pharmacies 

44 

134  Jeronimo  Arango  Mexico 

4.6 

retail 

80 

A 

486  Alexander  Shnaider  Canada 

1.6 

steel 

37 

136  Julio  M  Santo  Domingo  Colombia 

4.5 

beer,  diversified 

82 

A 

512  Jean  Coutu  Canada 

1.5 

pharmacies 

78 

140  Luis  Carlos  Sarmiento  Colombia 

4.4 

banking 

73 

A 

512  Stephen  Jarislowsky  Canada 

1.5 

asset  mgmt 

80 

158  Eliodoro  Matte  &  fam  Chile 

4.1 

paper 

60 

A 

512  Marcel  Telles  Brazil 

1.5 

beer 

56 

1 74  Paul  Desmarais  Canada 

3.8  finance 

79 

A 

562  N  Murray  Edwards  Canada 

1.4 

oil  &  gas 

46 

174  Aloysio  de  Andrade  Faria  Brazil 

3.8 

banking 

85 

A 

562  Alfredo  Harp  Helu  Mexico 

1.4 

banking 

62 

181  Anacleto  Angelini  Chile 

3.7 

energy 

92 

A 

562  Guy  Laliberte  Canada 

1.4 

Cirque  du  Soleil  46 

181  Bernard  (Barry)  Sherman  Canada 

3.7 

drugs 

64 

A 

562  Guilherme  Leal  Brazil 

1.4 

cosmetics 

55 

194  Jim  Pattison  Canada 

3.5 

diversified 

77 

T 

562  Isaac  Saba  Raffoul  &  fam  Mexico 

1.4 

diversified 

82 

200  Jorge  Paulo  Lemann  Brazil 

3.4 

banking 

66 

A 

562  Antonio  Luiz  Seabra  Brazil 

1.4 

cosmetics 

63 

214  Antonio  Ermirio  de  Moraes  &  fam  Brazil  3.2 

diversified 

77 

A 

606  Elie  Horn  Brazil 

1.3 

real  estate 

60 

221  Ricardo  Salinas  Pliego  &  fam  Mexico 

3.1 

retail,  media 

50 

A 

606  Carlos  Alberto  Sicupira  Brazil 

1.3 

beer 

58 

224  Robert  Miller  Canada 

3.0 

Future  Electronics 

60 

★ 

645  Dorothea  Steinbruch  &  fam  Brazil 

1.2 

steel 

224  Edward  Rogers  Canada 

3.0 

media 

72 

A 

698  Henrique  Constantino  Brazil 

1.1 

Gol  Airlines 

34 

245  Alberto  Bailleres  Mexico 

2.8 

mining 

73 

A 

698  Ricardo  Constantino  Brazil 

1.1 

Go!  Airlines 

42 

258  Charles  Bronfman  Canada 

2.7 

liquor 

74 

T 

698  Joaquim  Constantino  Neto  Brazil 

1.1 

Gol  Airlines 

40 

317  Emanuele  Saputo  &  fam  Canada 

2.4 

dairy 

69 

A 

698  Constantino  de  Oliveira  Jr  Brazil 

1.1 

Gol  Airlines 

37 

335  Wallace  McCain  Canada 

2.3 

food 

76 

A 

746  Calvin  Ayre  Canada 

1.0 

Bodog.com 

44 

365  Michael  Lee-Chin  Canada 

2.1 

mutual  funds 

55 

▼ 

746  David  Cheriton  Canada 

1.0 

Google 

55 

382  Maria  Aramburuzabaia  &  fam  Mexico 

2.0 

beer 

42 

A 
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New  ★      Up  A     Down  ▼      Same  —     Returnee  ^     Split  fortur 


COLDWELL  BANKER 


P  R  E  V  I  E  W  S 


INTERNATIONAL 


INDIAN  CREEK,  FLORIDA 
Julio  Iglesias's  retreat  on  private  Indian  Creek  Island  enjoys  wide-open 
spaces  &  views  including  400  ft  of  waterfront  and  tropical  landscape. 

MLS:  M101 1410    PRICE:  $28,000,000 


THE  JILLS:  JILL  EBER  &  JILL  HERTSBERG 
COLDWELL  BANKER 
RESIDENTIAL  REAL  ESTATE,  INC. 
Phones:  305.915.2556  &  305.788.5455 


ALIOMANU  BAY,  KAUAI,  HAWAII 
Take  a  deep  breath  in  and  enjoy  this  new  vision  of  old  Hawaii. 
Tara  Plantation  is  an  unparalleled  opportunity  to  enjoy  Kauai's 

finest  beachfront  property.    MLS:  128217    PRICE:  $46,500,000 


BARBARA  L.  SLOAN,  MALIA  K.  POWERS 
8<  JOHN  C.  FERRY 
COLDWELL  BANKER  BALI  HAI  REALTY,  INC. 
Phone:  808.651.0028 


PREVIEW  THOUSANDS   OF   EXCEPTIONAL  HOMES 
COLDWELLBANKERPREVIEWS.COM 


AT 


Dedicated  t< 


rv  Real  Estate 


COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 


©2006  Coldwell  Banker  Real  Estate  Corporation.  Coldwell  Banker"  is  a  registered  trademark  licensed  to  Coldwell  Banker  Real  Estate  Corporation.  An  Equal-Opportunity 
I     Company.  Equal  Housing  Opportunity.  {=}  Each  Coldwell  Banker*  Office  Is  Independently  Owned  And  Operated,  Except  Offices  Owned  And  Operated  by  fMRT,  Inc. 


A  Common  Touch 

 Roustam  Tariko  came  out  of  nowhere  to  build 

 fortune  by  turning  middle-class  Russians  int 

 debt-addicted  consumers.  I 

■  OSCOW  WAS  A  DREARY  PLAC 
when  Roustam  Tariko  arrived  in  1 97 
at  age  17,  from  a  small  village  in  fa 
away  Tatarstan.  He  saw  food  shortage 
HH   homelessness  and  rampant  alcoholisr 
^  I  "Everyone  was  afraid  about  everyboc 

H  and  everything,"  he  recalls.  Yet  Tank 
also  saw  excitement  and  opportunity.  He  rode  the  city's  Metro  f« 
hours,  observing  the  throngs  in  their  daily  lives.  He  took  classes  1 
prepare  for  enrollment  at  a  Moscow  college.  He  cleaned  streets  i 
return  for  an  apartment  in  the  center  of  town. 

Everything  has  changed  since  then.  The  city  is  marked  b 
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haute  couture 


Making  more  possible 

H  ABN  AMRO 


CREDIT  TO  HIS  COUNTRYMEN  

ostentatious  displays  of  consumerism— billboards  for  Rolex  and 
other  luxury  goods  surround  even  the  Kremlin— and  Tariko  has 
amassed  an  estimated  $1.9  billion  fortune.  The  first  in  Russia  to 
buy  a  $500,000  Maybach,  the  44-year-old  also  owns  The  Russian 
Standard  Terrible,  a  custom-made  boat  with  a  3,500hp  motor;  a 
house  in  Sardinia,  purchased  from  the  wife  of  fellow  billionaire 
and  Italian  Prime  Minister  Silvio  Berlusconi;  and  a  private  Boeing 
737  that  recendy  zipped  him  from  Miami,  where  he  rents  a  20- 
room  house  on  Star  Island,  to  his  home  in  Moscow  and  on  to  Italy 
for  the  Winter  Olympics. 

Tariko  made  this  fortune,  and  acquired  his  toys,  by  seizing  on 
the  insight  that  even  ordinary  Russians  want  a  taste  of  the  good 
life.  Just  as  the  nation  began  to  open  to  the  West,  Tariko  started 
importing  Italian  chocolates  and  liquor.  Then,  under  the  banner  of 


On  the  inside  looking 
out:  Tariko  was  once 
a  stranger  in  Moscow. 


Tariko  was  making  lots  of  money  but  claims 
he  was  constant  prey  for  his  Italian  partner. 


Russian  Standard  Group,  he  created  a  brand  of  his  own:  the  $10 
Russian  Standard  vodka  (a  lot  for  most  Muscovites).  And  amid  the 
misery  of  the  1998  Russian  banking  crisis  he  founded  Russian 
Standard  Bank,  a  pioneer  in  consumer  credit  that  gave  millions  of 
his  countrymen  their  first  opportunity  to  buy  dishwashers,  TVs 
and  refrigerators. 

These  companies  have  all  reaped  the  benefits  of  Russia's  natu- 
ral resources-fueled  economy,  humming  at  6.5%  annual  growth 
since  the  end  of  the  financial  crisis.  Sales  at  Tariko's  privately  held 
import  company,  Roust  Trading,  have  increased  since  then  27% 
annually  to  $221  million  last  year.  He's  selling  1  million  cases  a  year 
of  his  vodka.  Russian  Standard  Bank  has  issued  9.1  million  credit 
cards  and  holds  $4  billion  in  credit  card  and  other  loans— at  inter- 
est rates  of  up  to  40%,  and  a  nonperforming  loan  rate  of  up  to 


5% — making  it  the  nation's  biggest  consumer  lender.  The  b 
also  privately  held,  claims  a  40%  gain  in  net  profit  last  year  to  J 
million  on  $860  million  in  revenue. 

But  still  bigger  fortunes — and  perils — lie  ahead.  Last 
Tariko  signed  a  deal  with  American  Express  to  become  the  e> 
sive  Russian  issuer  of  its  branded  cards.  He  plans  to  sell  Rus 
life  insurance  and  expand  his  bank  into  mortgages,  as  well  as 
ther  into  Russia's  hinterlands  and  beyond  its  borders.  An4 
wants  to  turn  his  vodka  business  into  Russia's  first  consuri 
focused  multinational.  Last  year  it  entered  the  tough  U.S.  ma 
under  the  name  Imperia  (at  $28  to  $34  a  bottle),  and  Tariko  v 
he  will  outspend  anyone  there  to  succeed.  "We  will  do  everytl 
to  make  it  happen  in  America,"  he  says. 

Outsize  ambitions  spring  from  a  modest  upbringing. 

father  of  twin  2-year-old  j 
never  knew  his  own  fal 
and  was  raised  by 
mother,  who  worked  for 
Communist  party.  Tat 
ventured  west  in  the 
Brezhnev  era.  Soon  a| 
Mikhail  Gorbachev  f 
mentioned  the  word  "gi 
nost"  in  December  19 
Tariko  knew  there  j 
money  to  be  made  from  I 
first  trickle  of  foreigners  ; 
focused  on  selling  concien 
like  services  to  them.  He 
paydirt  by  circumventing 
massive  and  capricu 
bureaucracy  that  survi 
and  mutated  throt 
decades  of  communism 

Working  with  a  tra 
agent,  Tariko  found  hi 
dreds  of  businesspeo 
who  were  eager  to  stay 
Moscow  hotels  but  couL 
because  of  a  rule  limit 
the  number  of  rooms  av« 
able  to  foreigners.  So  he  persuaded  the  manager  at  the  Rossiy 
prestigious  (but  recently  closed)  hotel  just  off  Red  Square,  to  i 
her  connections  to  get  the  tourism  authority  to  allow  her  to  wc 
directly  with  Tariko's  agency,  which  pocketed  a  20%  commiss 
for  each  hotel  room  sold.  By  1989  Tariko  was  earning  thousai 
of  dollars  a  week  from  commissions  and  supplementing  t 
income  by  providing  concierge  services  to  businessmen  w 
stayed  at  the  hotel. 

Communism,  of  course,  took  its  toll  not  just  on  services  but 
manufacturing  as  well.  (Harvard  professor  Marshall  Goldm 
notes  that  sales  of  Russian-made  color  TVs,  which  had  a  habit 
catching  fire  even  when  turned  off,  fell  from  2.7  million  units 
1990  to  102,000  six  years  later.)  So  Tariko  persuaded  Italian  cho< 
late  maker  Ferrero  to  give  him  a  consignment  of  sweets  to  sfl 
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you  part  of  the  "can-do"  generation?  The  generation  of  people 
olutionizing  retirement  by  chasing  their  dreams— as  well  as  their 
ndchildren?  At  Lincoln  Financial  Group,  we  have  a  full  array  of  tools  to 
&  you  balance  protection  with  growth  potential,  and  meet  income  needs 
t  change,  like  yourself,  over  time.  For  more  retirement  income  solutions, 

your  financial  advisor,  visit  LFG.com/retire  or  call  1-877-ASK-LINCOLN.  Financial  Group® 

irement     Investments     Financial  Planning     Life  Insurance  Hello  future 

es  distributed  by  Lincoln  Financial  Distributors.  Inc.  member  NASD,  SIPC.  Insurance  offered  through  Lincoln  affiliates.  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  ©2006  Lincoln  National  Corp. 
13-0366 


□  Lincoln 


CREDIT  TO  HIS  COUNTRYMEN  

Prices  for  Western  luxury  goods  were  enormous;  a  bottle  of  pre- 
mium whiskey,  for  instance,  might  fetch  the  equivalent  of  $300. 
The  first  shipment  of  chocolate  immediately  sold  out. 

Hooking  up  with  an  Italian  partner,  Tariko  was  making  several 
hundred  thousand  dollars  a  year.  But  he  claims  he  was  easy  prey 
for  his  partner,  who  constantly  found  ways  to  whittle  profits  via 
fees  and  commissions.  Still,  word  of  the  success  made  its  way  to 
Italian  liquor  company  Martini  &  Rossi,  which  hired  Tarikos  Roust 
Trading  as  the  Russian  distributor  for  its  vermouth,  which  he  sold 
for  .in  outlandish  $50  a  bottle.  "People  would  spend  money  for  a 
high-quality  aspirational  product,"  he  explains. 

Even  so,  making  a  profit  was  tough  in  the  crazy  Russian  econ- 
omy. Consumer  prices  jumped  2,610%  in  1992,  followed  by  triple- 
digit  percentage  jumps  in  the  following  years.  Tariko  changed  his 
prices  daily  but  had  to  pay  his  supplier  in  Italian  lire.  Some  days  he 
effectively  gave  away  his  product. 

By  the  mid- 1 990s  imports  accounted  for  as  much  as  70%  of  all 
goods  sold  in  Russia's  largest  cities,  says  Harvard's  Goldman.  And 
Roust  itself  was  soon  selling  1.5  million  nine-liter  cases  per  year, 
making  it  Martini  &  Rossi's  largest  importer.  He  branched  out  his 
distribution  business  to  include  brands  like  Bacardi  and  Baileys. 
Working  alongside  Western  partners  offered  distinct  advantages. 
Still  very  much  an  outsider  in  Moscow,  Tariko  used  those  names 
to  create  connections  within  a  bureaucracy  that  frequently 
changed  rules  and  licensing  requirements.  By  presenting  himself 
^^^^^^^^^^^^^^^^^^     as  an  affiliate  of  Martini  and 

other  Western  companies, 
he  could  avoid  the  gangsters 
who  controlled  large 
chunks  of  the  nation's  econ- 
omy. He  also  hired  a  friend, 
Igor  Kosarev,  a  tough  Russ- 
ian with  a  temper  who  fol- 
lowed a  classic  Soviet  career 


They  laughed 
at  the  idea  of  a 
vodka  salesman 
moving  into 
finance. 


path  and  kept  ties  to  Yeltsin's  government.  Kosarev  managed  cus- 
toms and  import  issues,  where  regulations  changed  rapidly  and 
confoundingly,  as  well  as  the  companies'  relationships  with  tax 
authorities.  Such  relationships  proved  vital:  According  to  Tariko, 
when  gangsters  threatened  a  Roust  executive  in  St.  Petersburg, 
Kosarev  Uirned  to  authorities,  who  gave  him  a  phone  number  to 
pass  on  to  those  making  the  threats.  The  executive  did,  and  Roust 
never  heard  from  them  again. 

Nothing  could  insulate  Tariko  from  the  Asian  economic  crisis 
that  cascaded  into  a  ruble  devaluation  and  debt  default  in  1998. 
The  Russian  economy  fell  4.9%,  the  stock  market  90%.  Overnight 
millions  of  Russians  lost  their  life  savings,  along  with  any  trust  they 
may  have  had  in  the  nation's  nascent  banking  sector.  Consumer 
confidence  plummeted  along  with  Tarikos  sales. 

Yet  he  believed  that  however  poor  and  devastated  his  country- 
men-were, they  still  craved  Western  amenities.  So  he  tapped  the 
equity  in  his  consumer  business  and  offered  middle-class  Russians 
new  products— consumer  loans  (average  size:  $400)  and  credit 
cards  (average  outstanding  balance:  $1,080),  at  annual  interest 
ratesof40%to60%. 

The  Russian  press  had  a  good  laugh  at  the  idea  that  a  vodka 


Czech  Mate 

Petr  Kellner  turned  misfortune 


into  a  $3  billion  fortune. 


PETR  KELLNER  IS  A  NEWLY 
minted  billionaire.  But  deal- 
ing with  billionaires  is  noth- 
ing new  to  Kellner.  Three 
years  ago  the  41 -year-old 
Czech  got  in  the  middle  of 
an  ugly  spat  between  Ameri- 
can cosmetics  billionaire 
Ronald  Lauder  and  Vladimir 
Zelezny,  a  Czech  business- 
man. Lauder  and  Zelezny 
had  been  running  TV  Nova, 
the  biggest  television  station 
in  the  Czech  Republic,  since 
1994.  But  their  partnership 
crumbled  in  1999  after 
Lauder  tried  to  sell  the  sta- 
tion to  raise  cash  for  his 
media  company.  Zelezny 
turned  off  Nova's  signal, 
took  its  staff  and  started 
broadcasting  from  new 
headquarters. 

Lauder  sued  the  Czech 
Republic  for  $500  million  in 
an  effort  to  get  the  station 
back.  That's  when  Kellner 
jumped.  He  invested  $160 
million  in  the  station. 


enough  to  give  him  major 
control.  After  Lauder  pre- 
vailed in  court,  he  bought 
the  station  back,  paying 
Kellner  $530  million  in  casl 
and  stock  currently  worth 
$220  million. 

Raised  in  northern 
Bohemia,  Kellner  (no  rela- 
tion to  this  reporter)  studie 
economics  in  Prague,  eventl 
ally  opening  up  a  small  sho 
there  to  sell  Ricoh  copiers. 
Like  many  of  the  area's  bil 
lionaires,  he  took  quick 
advantage  of  his  nation's  pi| 
vatization  reforms.  Using 
vouchers  and  loans,  he 
slowly  accumulated  a  20% 
stake  in  Ceska  pojistovna,  a 
insurer  that  was  laden  with 
bad  loans.  Kellner  put 
together  a  $170  million  res 
cue  package  that  eventually) 
gave  him  100%  control. 
Ernst  &  Young  now  values  it 
at  $2.7  billion,  making  Kell- 
ner the  Czech  Republic's  first 
billionaire.    — Tomas  Kellne 
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The  results  from  a  landmark  clinical  trial  are  in.  If  you  have  diabetes  and  other  risk  factors, 
LIPITOR®  can  significantly  reduce  your  risk  of  a  stroke  by  nearly  half.  Why  wait  any  longer? 
Talk  to  your  doctor  today.  Find  out  if  LIPITOR,  the  #1  prescribed  cholesterol  medicine  in  the 
world,  is  right  for  you.  Call  us  at  1-888-LIPITOR  (1-888-547-4867).  Find  us  on  the  web  at 
www.lipitor.com 

Risk  factors  for  heart  disease  include  high  blood  pressure,  smoking  or  complications  of 
diabetes,  including  eye  disease  and  protein  in  urine. 


IMPORTANT  INFORMATION: 

LIPITOR®  (atorvastatin  calcium)  is  a  prescription  drug.  It  is  used  in  patients  with  multiple  risk 
factors  for  heart  disease  such  as  family  history,  high  blood  pressure,  age,  low  HDL  or  smoking 
to  reduce  the  risk  of  heart  attack  and  stroke  and,  along  with  a  low-fat  diet,  to  lower  cholesterol. 

It  is  also  used  in  patients  with  type  2  diabetes  and  at  least  one  other  risk  factor  for  heart  disease 
such  as  high  blood  pressure,  smoking  or  complications  of  diabetes,  including  eye  disease  and 
protein  in  urine,  to  reduce  the  risk  of  heart  attack  and  stroke. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those  with  liver  problems.  And  it  is  not  for  women  who 
are  nursing,  pregnant  or  may  become  pregnant. 

If  you  take  LIPITOR,  tell  your  doctor  if  you  feel  any  new  muscle  pain  or  weakness.  This  could  be 
a  sign  of  serious  muscle  side  effects.  Tell  your  doctor  about  all  the  medicines  you  take.  This  may 
help  avoid  serious  drug  interactions.  Your  doctor  should  do  blood  tests  to  check  your  liver 
function  before  and  during  treatment  and  may  adjust  your  dose.  The  most  common  side  effects 
are  gas,  constipation,  stomach  pain  and  heartburn.  They  tend  to  be  mild  and  often  go  away. 

Please  see  additional  important  information  on  next  page. 

LIPITOR  is  one  of  many  cholesterol-lowering  treatment  options  in  addition  to  diet  and  exercise 
that  you  and  your  doctor  can  consider. 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  no  matter  m 

your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines.  Call  1-866-706-2400.  helf^wers 

Or  visit  www.pfizerhelpfulanswers.com 


IMPORTANT  FACTS  Q 


atorvastatin  calcium 


(LIP-ih-tore) 


LOWERING  YOUR 
HIGH  CHOLESTEROL 

I  ligh  cholesterol  is  more  than  just  a  number,  it's  a  risk 
factor  that  should  not  be  ignored.  If  your  doctor  said 
you  have  high  cholesterol,  you  may  be  at  an  increased 
risk  for  heart  attack.  But  the  good  news  is,  you  can 
take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol-lowering 
medicine  like  LIPITOR,  along  with  diet  and  exercise, 
you  could  be  on  your  way  to  lowering  your  cholesterol. 

Ready  to  start  eating  right  and  exercising  more?  Talk  to 
your  doctor  and  visit  the  American  Heart  Association 
at  www.americanheart.org. 

s  ,  S 

WHO  IS  LIPITOR  FOR?  ' 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•  Adults  and  children  over  10 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or  may 
become  pregnant.  LIPITOR  may  harm  your  unborn 
baby.  If  you  become  pregnant,  stop  LIPITOR  and 
call  your  doctor  right  away. 

•  Women  who  are  breast-feeding.  LIPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 

»  ,  ' 

BEFORE  YOU  START  LIPITOR  ' 

Tell  your  doctor: 

•  About  all  medications  you  take,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 


J 


ABOUT  LIPITOR 

LIPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C). 

LIPITOR  can  lower  the  risk  of  heart  attack  or  stroke  in 
patients  who  have  risk  factors  for  heart  disease  such  as: 

•  age,  smoking,  high  blood  pressure,  low  HDL-C. 
heart  disease  in  the  family,  or 

•  diabetes  with  risk  factor  such  as  eye 
problems,  kidney  problems,  smoking,  or 
high  blood  pressure 


POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other  medicines 
with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  check  your  liver  before  you  start  LIPITOR  and 
while  you  are  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 

•  Nausea,  vomiting,  or  stomach  pain 

•  Brown  or  dark-colored  urine 

•  Feeling  more  tired  than  usual 

•  Your  skin  and  the  whites  of  your  eyes  turn  yellow 
If  you  have  these  symptoms,  call  your  doctor 
right  away. 

The  most  common  side  effects  of  LIPITOR  are: 

•  Headache  •  Constipation 

•  Diarrhea,  gas        •  Upset  stomach  and  stomach  pain 

•  Rash  •  Muscle  and  joint  pain 
Side  effects  are  usually  mild  and  may  go  away  by 
themselves.  Fewer  than  3  people  out  of  100  stopped 
taking  LIPITOR  because  of  side  effects. 

HOW  TO  TAKE  LIPITOR  ' 

Do: 

•  Take  LIPITOR  as  prescribed  by  your  doctor. 

•  Try  to  eat  heart-healthy  foods  while  you  take  LIPITOR. 

•  Take  LIPITOR  at  any  time  of  day,  with  or  without  food. 

•  If  you  miss  a  dose,  take  it  as  soon  as  you  remember. 
But  if  it  has  been  more  than  1 2  hours  since  your  missed 
dose,  wait.  Take  the  next  dose  at  your  regular  time. 

Don't: 

•  Do  not  change  or  stop  your  dose  before  talking  to 
your  doctor. 

•  Do  not  start  new  medicines  before  talking  to  your  doctor. 

•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 


NEED  MORE  INFORMATION? 

•  Ask  your  doctor  or  health  care  provider. 

•  Talk  to  your  pharmacist. 

•  Go  to  ww.lipitor.com  or  call  1-888-LIPITOR. 


LP270114-A 


Manufactured  by  Pfizer  Ireland  Pharmaceuticals  Rx  only 
Dublin.  Ireland 

Distributed  by  Parke-Davis,  Division  of  Pfizer  Inc. 

New  York.  NY  10017  USA 
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DIT  TO  HIS  COUNTRYMEN 


Kman  could  move  into  the  world  of  finance.  Shop  owners 
dered  what  the  catch  was.  But  Tariko  figured  that  if  GE  Capi- 
nd  Capital  One  could  make  a  go  of  it,  he  could,  too.  So  he  set 
Liosks  in  retail  stores  (they  now  number  30,000)  and  larded 
i  with  brochures  about  consumer  loans.  He  created  a  rudi- 
tary  system  for  appraising  creditworthiness  based  on  things 
marital  status,  age,  citizenship  and  income.  In  time  the  bank 
built  a  blacklist  of  bad  customers  and  a  four-stage  collection 
ess  for  those  who  missed  payments.  One  believer:  the  Interna- 
al  Finance  Corp.,  an  arm  of  the  World  Bank,  which  invested 
million  for  a  10.4%  stake  in  the  business  in  2003.  (The  stake 
since  been  diluted  to  6.4%.  Tariko,  through  his  other  compa- 
,  is  the  sole  other  shareholder.) 

To  finance  Russian  Standard,  Tariko  floats  medium-term, 
c-rated  bonds  denominated  in  rubles  and  euros,  with  $1.2  bil- 
outstanding  as  of  last  June,  at  an  average  rate  in  dollar  terms  of 
6.  Repaying  the  debt  will  require  lots  of  new  customers.  But 
e's  plenty  of  room  for  growth.  As  Barclays  Capital  recently 
id,  consumer  lending  equates  to  just  3%  of  Russia's  annual 
k  compared  with  66%  in  the  U.S. 


Two  years  ago  the  French  bank  bnp  Paribas  offered  to  pay 
Tariko  an  estimated  $300  million  for  50%  of  his  shares.  The  sale  fell 
through— the  betting  is  that  Tariko  realized  he  was  selling  too 
cheaply.  Still,  the  offers  continue.  Tariko  is  sitting  on  a  collection  of 
pitch  books  from  investment  firms  in  Europe,  Russia  and  the  U.S., 
including  Deutsche  Bank  and  Goldman  Sachs,  with  proposals  for 
underwriting  an  offering  on,  say,  the  London  Stock  Exchange. 
Tariko  says  he  isn't  keen  to  sell  any  part  of  his  business  for  now.  He 
can  expand  into  Georgia  and  Ukraine  without  outside  capital. 

Meantime,  he  is  buffing  his  image.  Last  year  he  invited  Russian 
model  Natalia  Vodianova  and  music  and  clothing  impresario 
Damon  Dash  to  his  Russian  Standard  vodka  launch  party  on  Lib- 
erty Island,  N.Y.  A  party  thrown  alter  a  Victorias  Secret  fashion 
show  drew  the  likes  of  Heidi  Klum,  Seal  and  Nicky  Hilton. 

Can  anything  stop  him  now?  Competition,  perhaps.  In  con- 
sumer lending  he  faces  threats  from  Citigroup,  Societe  Generale, 
the  Austrian  Raiffeisen  Bank  and  better  capitalized  Russian  outfits. 
And  the  Russian  economy  is  still  something  of  a  wild  gamble.  Any 
sort  of  downturn  could  make  repayment  of  those  junk  bonds 
awfully  tough.  F 


Europe 

i  rope's  196  billionaires  are  worth  a  combined  $802  billion,  $128  billion  more  than  last  year, 
ssia,  which  added  7  new  members,  accounted  for  64%  of  that  gain.  Germany  is  home  to  55 
llionaires,  more  than  any  country  besides  the  U.S.  The  Czech  Republic  delivered  its  first. 


!.  retailer  Philip  Green  lets  loose  at  a  Monaco  party.  Swiss  biotech  heir  Ernesto  Bertarelli  celebrates  after  a  leg  of  the  32nd  America's  Cup. 
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EUROPE 


Clockwise  from  top:  Richard  Branson's  Virgin  America  hopes  to  take  flight;  Iceland's  Thor  Bjorgolfsson  bets  on  telecoms;  Carlo  Benetton  in 
Patagonia  where  fashion  family  gets  wool;  twins  David  (left)  and  Frederick  Barclay  after  being  knighted;  designer  Miuccia  Prada  on  catwalk  I 
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Name  Country                   Net  worth 

(SBIL) 

Source 

AGE. 

C 

g 

DC 

Name  Country                   net  worth 

(SBIL) 

Source 

AGE 

4 

Ingvar  Kamprad  Sweden 

$28.0 

Ikea 

79 

▲ 

51 

Spiro  Latsis  &  family  Greece 

9.1 

banking 

59 

7 

Bernard  Arnault  France 

21.5 

LVMH 

57 

A 

55 

Birgit  Rausing  &  family  Sweden 

8.6  packaging 

82  I 

11 

Roman  Abramovich  Russia 

18.2 

oil 

39 

56 

Serge  Dassault  &  family  France 

8.5 

aviation 

80  | 

13 

Karl  Albrecht  Germany 

17.0 

supermarkets 

86 

▼ 

56 

Hans  Rausing  Sweden 

8.5  packaging 

80 

15 

Liliane  Bettencourt  France 

16.0 

VOreal 

83 

▼ 

60 

Susanne  Klatten  Germany 

8.1 

BMW 

43  ] 

22 

Theo  Albrecht  Germany 

15.2 

supermarkets 

83 

T 

61 

RA  Oetker  &  family  Germany 

8.0  food 

89 

23 

Amancio  Ortega  Spain 

14.8 

Zara 

70 

A 

62 

Oleg  Deripaska  Russia 

7.8 

aluminum 

37 

32 

Stefan  Persson  Sweden 

12.3 

Hennes  &  Mauritz 

58 

A 

64 

Alexei  Mordashov  Russia 

7.6 

steel 

40 

36 

Adolf  Merckle  Germany 

11.5  drugs 

71 

A 

65 

Alain  &  Gerard  Wertheimer  France 

7.5 

Chanel 

37 

Vagit  Alekperov  Russia 

11.0 

oil 

55 

A 

65 

Reinhold  Wurth  Germany 

7.5 

manufacturing 

70  [ 

37 

Silvio  Berlusconi  Italy 

11.0 

media 

69 

T 

72 

Ernesto  Bertarelli  Switzerland 

7.1 

biotech 

40 

41 

Vladimir  Lisin  Russia 

10.7 

steel 

49 

A 

72 

Suleiman  Kerimov  Russia 

7.1 

stocks 

40 

42 

Michael  Otto  &  family  Germany 

10.4 

retail 

62 

A 

74 

Philip  &  Cristina  Green  U.K. 

7.0 

retail 

44 

Leonardo  Del  Vecchio  Italy 

10.0 

eyewear 

70 

A 

74 

Francois  Pinault  France 

7.0 

retail 

69  , 

44 

Michele  Ferrero  &  family  Italy 

10.0 

chocolates 

79 

A 

74 

August  von  Finck  Germany 

7.0 

investments 

76J 

44 

Viktor  Vekselberg  Russia 

10.0 

oil,  metals 

48 

A 

79 

ME  &  G  Schaeffler  Germany 

6.8 

ball  bearings 

50 

Mikhail  Fridman  Russia 

9.7 

oil,  banking 

41 

A 

82 

Stefan  Quandt  Germany 

6.6 

BMW 

40 
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New  *      Up  A     Down  Y      Same  —     Returnee  *>     Split  fortuns 


WHERE  ELSE  CAN  YOU 
FIND  THIS  KIND  OF  QUIET? 


AUTHOR 

TITLE 

DATE  DUE 

BORROWER'S  NAME 

MAY  1 

2006 

SAY  HELLO  TO  MR.  AACHEN  HEAD* 


He's  an  extremely  sensitive  German  measurement  device  that  records  every 
sound  in  the  cabin  of  the  new  Buick  Lucerne.  But  Buick's  QuietTuning' 
process  works  so  well,  poor  Mr.  Aachen  Head  has  been  questioning  his 
usefulness  lately.  Oh,  well.  The  crash  test  department  always  has  openings. 


For  all  the  details,  visit  buick.com. 


EUROPE 


\ 

I  Name  Country                   net  worth  Source 

(SBIL) 

AGE 

."s     Name  Country  networth 

2  (SBIL) 

Source 

Maersk  Mc-Kinney  Moller  Denmark  6.5  shipping 

CO 

A 

retr  ivenner  Czech  Republic 

3.0 

insurance 

41 

i 

Rafaol  Hoi  Pinn  SL  familu  Cr»iin 

ndlCICl  UCI  rlllU  Of  lallllly  OUclin 

6.5  construction 

OJ 

▲ 

224  Anton  Schlecker  Germany 

retail 

61 



i 

U^cca  Pla+tnar  i   ,  ,  ?  .  m- 
ntlibU  rial  11  It:  l  ^.Jt Til ldliy 

d  A  CAT) 

tviiciiaei  nerz  oermany 

coffee 

60 

A 

Vladimir  Prtt^nin  Puccii 
VlaUIIIIII  rUlalllll  IMiSSla 

6.4  metals 

AC. 

A 

z*jd  uaviu  &  rreuericK  oarciay  U.K. 

i.O 

media,  retail 

V 

mIKIIdll  riUiKilUiUV  KUSSla 

6.4  metals 

▲ 

nEcnaru  oranson  u.K 

Virgin 

55 

T 

Vl^rlimir  VDutiichonlfnu  Dn.n  , 
VlaUIIIIII    iCVlUollCllKUV  KUSSla 

6.3  telecom 

J  / 

▲ 

z*o  Lnanes  uaaogan  ot  Tamiiy  U.K. 

real  estate 

69 

C urt  Pnnplhnrn  fiprm^nv 

V.UI  I  HIUJCIIIUl  II  VJClIIlculy 

6.1  drugs 

/  j 

▲ 

tHD  Vfcuiigdng  nerz  oermany 

coffee 

55 

A 

Friedrich  Flick  Jr  Germany 

6.1  investments 

79 

245  Kjeld  Kirk  Kristiansen  Denmark 

2.8 

Lego 

58 

A 

German  Khan  Russia 

6.1  oil,  banking 

44 

A 

245  Stefan  Schdrghuber  Germany 

2.8 

real  estate 

44 

? 

Johanna  Quandt  Germany 

O.i  tSMW 

7R 
/  o 

▲ 

258  Francesco  Gaetano  Caltagirone  Italy  2.7  diversified 

63 

A 

0  Gerald  C  Grosvenor  &  fam  U.K. 

6.0  real  estate 

54 

A 

258  Otto  Happel  Germany 

2.7 

engineering 

58 

— 

9  Nikolai  Tsvetkov  Russia 

5.2  oil  banking 

A 

258  Manuel  Jove  Spain 

2.7 

real  estate 

64 

A 

4  John  Fredriksen  Norway 

5.0  shipping 

A 

258  Andrei  Melnichenko  Russia 

2.7 

banking,  energy 

34 

A 

4  Karl-Heinz  Kipp  Germany 

5.0  retail 

A 

258  Sergei  Popov  Russia 

2.7 

banking  energy 

34 

A 

ti  4  C  de  Carvalho-Heineken  Netherlands  5.0  Heineken 

CI 

J  1 

A 

258  Jesus  de  Polanco  Spain 

2.7 

media 

76 

▼ 

5  Alexander  Abramov  Russia 

4.9  steel  mining 

47 

A 

278  Hugo  Mann  &  family  Germany 

2.6 

retail 

92 

— 

5  Erivan  Haub  &  family  Germany 

4.9  retail 

/  j 

A 

278  Alisher  Usmanov  Russia 

2.6 

steel 

52 

A 

)  Alexei  Kuzmichov  Russia 

4.8  oil  banking 

43 

A 

zyz  uano  Benetton  Italy 

2.5 

Benetton 

62 

/ 

ie 

i  Iskander  Makhmudov  Russia 

4.5  mining,  metals 

43 

A 

292  Gilberto  Benetton  Italy 

2.5 

Benetton 

64 

/ 

i0  Thomas  Schmidheiny  Switzerland 

4.4  cement 

60 

A 

292  Giuliana  Benetton  Italy 

2.5 

Benetton 

68 

/ 

17  Walter  Haef ner  Switzerland 

4.3  software 

— 

292  Luciano  Benetton  Italy 

2.5 

Benetton 

70 

/ 

Y7  Reinhard  Mohn  &  family  Germany 

4.3  media 

Rd 

▼ 

292  John  Dorrance  III  Ireland 

2.5 

Campbell  Soup 

62 

— 

!>4  Jean-Claude  Decaux  &  family  France  4.2  advertising 

hR 
Do 

▼ 

292  Jean-Louis  Dumas  &  family  France 

2.5 

Hermes 

67 

A 

158  Giorgio  Armani  Italy 

4.1  fashion 

71 

T 

292  Nicolas  Hayek  Switzerland 

2.5 

Swatch 

77 

A 

58  Vladimir  Bogdanov  Russia 

4.1  oil 

54 

A 

292  Leonid  Miknelson  Russia 

2.5 

natural  gas 

50 

★ 

:58  Bahaa  Hariri  Switzerland 

4.1  inheritance 

/ 

292  Miuccia  Prada  &  family  Italy 

2.5 

Prada 

56 

f 

.  58  Antonia  Johnson  Sweden 

4.1  diversified 

£7 

DZ 

T 

292  Sean  Quinn  &  family  Ireland 

2.5 

real  estate,  insurance  59 

A 

58  Klaus-Michael  Kiihne  Germany 

4.1  shipping 

68 

A 

292  Bruno  Schroder  &  family  U.K. 

2.5 

banking 

73 

A 

68  Leonid  Fedun  Russia 

4.0  oil 

dQ 

A 

317  Clive  Calder  U.K. 

2.4 

record  label 

59 

A 

68  Madeleine  Schickedanz  Germany 

4.0  retail 

DZ 

A 

317  Stein  Erik  Hagen  Norway 

2.4 

supermarkets 

49 

A 

73  Boris  Ivanishvili  Russia 

3.9  steel  banking 

JU 

A 

317  Sergio  Mantegazza  Switzerland 

2.4 

travel 

78 

85  Viktor  Rashnikov  Russia 

3.6  iron,  steel 

C7 

— 

317  Dietrich  Mateschitz  Austria 

2.4 

Red  Bull 

61 

A 

85  David  &  Simon  Reuben  U.K. 

3.6  investments,  real  estate 

★ 

317  Axel  Oberwelland  Germany 

2.4  candy 

39 

A 

85  Andreas  Striingmann  Germany 

3.6  generic  drugs 

JO 

T 

317  Didier  Primat  France 

2.4 

oil 

61 

A 

85  Thomas  Striingmann  Germany 

3.6  generic  drugs 

JO 

▼ 

335  Elena  Baturina  Russia 

2.3 

construction 

43 

A 

94  Alexander  Lebedev  Russia 

3.5  stocks 

dfi 

A 

335  Hubert  Burda  Germany 

2.3  publishing 

66 

T 

!00  Otto  Beisheim  Germany 

3.4  retail 

R? 
oz 

— 

335  Alexander  Frolov  Russia 

2.3 

mining  steel 

41 

★ 

!00  Bernard  Ecclestone  &  fam  U.K. 

3.4  Formula  One 

75 

▼ 

335  Hermann  Schnabel  Germany 

2.3 

chemicals 

84 

A 

!00  Esther  Koplowitz  Spain 

3.4  construction 

55 

A 

335  Friede  Springer  Germany 

2.3  publishing 

63 

— 

!00  G  Louis-Dreyfus  &  family  France 

3.4  commodities 

70 

A 

350  Bjorgolfur  Thor  Bjorgolfsson  Iceland  2.2  diversified 

39 

A 

!07  R  &  M  Schmidt-Ruthenbeck  Germany  3.3  retail 

— 

350  Ennio  Doris  &  family  Italy 

2.2 

insurance 

65 

A 

!07  Klaus  Tschira  Germany 

3.3  SAP 

OJ 

A 

350  Rosalia  Mera  Spain 

2.2 

Zara 

62 

A 

!07  Karl  Wlaschek  Austria 

3.3  department  stores 

RR 
00 

A 

350  Mario  Moretti  Polegato  Italy 

2.2 

shoes 

53 

* 

(14  Martin  Bouygues  &  family  France 

3.2  telecom 

jj 

A 

350  Belmiro  de  Azevedo  Portugal 

2.2  diversified 

68 

A 

!21  Stephan  Schmidheiny  Switzerland 

3.1  investments 

^R 

DO 

A 

350  John  de  Mol  Netherlands 

2.2 

TV 

51 

A 

!24  G  &  R  Aponte  Switzerland 

3.0  shipping 

A 

365  Heinz-Horst  Deichmann  Germany 

2.1 

shoes 

79 

!24  Pyotr  Aven  Russia 

3.0  oil  banking 

51 

* 

365  Fredrik  Lundberg  Sweden 

2.1 

real  estate,  investments  54 

A 

!24  Albert  Frere  Belgium 

3.0  investments 

80 

A 

382  Nadhmi  Auchi  U.K. 

2.0  diversified 

68 

A 

!24  Frits  Goldschmeding  Netherlands 

3.0  temp  agency 

72 

A 

382  Patokh  Chodiev  Belgium 

2.0 

mining  metals 

53 

A 

!24  Heidi  Horten  Austria 

3.0  department  stores 

65 

▼ 

382  Philippe  Foriel-Destezet  France 

2.0 

temp  agency 

70 

New  ★      Up  A     Down  T      Same  —     Returnee  *)     Split  fortune  / 
MARCH  27,  2006      FORBES  137 


Neat 

Fortune 

Inventor  James 
Dyson  cleans  up 

with  Ms  high-  

priced  vacuums. 

IT  WAS  A  FRUSTRATING  RUN-IN 

with  his  own  vacuum,  which 
could  barely  pick  up  dirt,  that 
triggered  James  Dyson's  28- 
year  obsession.  The  58-year-old 
Brit  is  the  mastermind  behind 
the  superfashionable  and 
functional  Dyson  vacuum.  In- 

EUROPE 


troduce'd  in  the  U.S.  in  2002, 
Dyson  vacuums  have  devel- 
oped a  cultlike  following — un- 
heard of  for  a  household  ap- 
pliance— and  have  appeared 
on  TV  shows  such  as  Friends 
and  Will  &  Grace.  All  of  which 
helped  its  U.S.  sales  quadruple 
in  2004  and  boosted  the 
group's  total  revenues  by  54% 
to  $747  million.  FORBES  esti- 
mates the  company  is  worth  at 
least  $1  billion. 

A  former  art  student  who 
was  working  with  another  en- 
trepreneur-inventor, Dyson 
quit  his  job  and  began  tinker- 
ing with  vacuums  and  wheel- 


barrows. Supported  in  part  by 
his  wife's  art  teacher's  salary, 
he  ran  through  5,127  proto- 
types in  five  years  until  he  per- 
fected the  G-Force,  a  bagless 
upright  that  uses  a  spinning 
technology  to  better  keep  its 


suction  constant.  In  1985  he 
licensed  the  design  to  a  Jap^ 
ese  company;  he  then  holed 
up  for  another  seven  years  t 
work  on  the  next  model, 
which  he  introduced  to  U.K. 
customers  in  1993.  It  was  an 
immediate  hit.  Thirteen 
years  later  his  eight  vac- 
uum types,  which  come 
models  like  the  Animal 
and  cost  up  to  $699,  are 
sold  in  39  countries. 

As  for  Dyson,  he  still 
spends  most  of  his  days 
holed  up  in  his  workshop 
tinkering  away  on  his  ne 
design.    —Tatiana  Serai 


l-g     Name  Country  NETWORTH 
\&  (SBIL) 

Source 

AGE 

-g    Name  Country                  net  worth 

2  (SBIL) 

Source 

AGE 

382  Daniela  Herz  Germany 

2.0 

coffee 

52 

512  Liselott  Persson  Sweden 

1.5 

Hennes  &  Mauritz 

1 

382  Giinter  Herz  Germany 

2.0 

coffee 

65 

— 

512  John  Whittaker  U.K. 

1.5 

real  estate 

64  m 

382  Zygmunt  Solorz-Zak  Poland 

2.0 

TV  station 

49 

▲ 

512  Andreas  von  Bechtolsheim  Germany  1.5  Google 

50  ^ 

410  Heinz  Bauer  Germany 

1.9 

publishing 

66 

T 

562  Jonathan  Harmsworth  U.K. 

1.4 

publishing 

38  i 

410  Joachim  Herz  Germany 

1.9 

coffee 

63 

▲ 

562  Anthony  O'Reilly  Ireland 

1.4 

publishing 

69  J 

410  Roustam  Tariko  Russia 

1.9 

banking,  vodka 

44 

★ 

562  Hans  Riegel  Germany 

1.4 

candy 

83  i 

410  Albert  von  Thurn  und  Taxis  Germany  1.9 

diversified 

22 

T 

562  Paul  Riegel  Germany 

1.4 

candy 

79  J 

428  Isak  Andic  Spain 

1.8 

textiles 

51 

▼ 

606  Vasiliy  Anisimov  Russia 

1.3 

metals,  real  estate 

54  « 

428  Pierre  Bellon  &  family  France 

1.8 

food  services 

76 

▲ 

606  Lloyd  Dorfman  U.K. 

1.3 

Travelex 

53  M 

428  Hans-Werner  Hector  Germany 

1.8 

SAP 

66 

▲ 

606  James  Ratcliffe  U.K. 

1.3 

Ineos 

53  * 

428  Stefano  Pessina  Italy 

1.8 

pharmaceuticals 

64 

▲ 

606  Martin  Viessmann  Germany 

1.3 

heating  equipment 

52  ▲ 

428  Olav  Thon  Norway 

1.8 

real  estate 

82 

A 

606  Joop  van  den  Ende  Netherlands 

1.3 

TV 

64  - 

428  Eugen  Viehof  &  family  Germany 

1.8 

retail 

89 

T 

645  Ingeburg  Herz  Germany 

1.2 

coffee 

86  i. 

451  Rinat  Akhmetov  Ukraine 

1.7 

steel,  coal  mines 

39 

▼ 

645  Victor  Pinchuk  Ukraine 

1.2 

steel  pipes 

45  Tl 

451  Vincent  Bollore  Fiance 

1.7 

investments,  inheritance  53 

▼ 

645  Serhiy  Taruta  Ukraine 

1.2 

steel,  coal 

51  Al 

451  Emilio  Botin  Spain 

1.7 

banking 

71 

▼ 

645  Peter  Linger  Germany 

1.2 

auto  repair 

61  T! 

451  Gustaf  Douglas  Sweden 

1.7 

security 

68 

▲ 

698  Anneliese  Brost  Germany 

1.1 

newspapers 

85  — 

451  Gabriel  Escarrer  Spain 

1.7 

hotels 

71 

698  Albert  Gubay  U.K. 

1.1 

real  estate 

77  — j 

451  Vladimir  lorikh  Russia 

1.7 

mining  steel 

47 

A 

698  Dietmar  Hopp  Germany 

1.1 

SAP 

65  A 

451  Sylvia  Strdher  Germany 

1.7 

cosmetics 

51 

▼ 

746  Leszek  Czarnecki  Poland 

1.0 

leasing  banking 

44  ★ 

451  Igor  Zyuzin  Russia 

1.7 

mining,  steel 

45 

▲ 

746  Dermot  Desmond  Ireland 

1.0 

finance 

56  * 

486  Joseph  Lewis  U.K. 

1.6 

finance 

69 

746  Richard  Desmond  U.K. 

1.0 

publishing 

54  * 

486  Alain  Merieux  &  family  France 

1.6 

biotech 

68 

A 

746  James  Dyson  U.K. 

1.0 

technology 

58  ★ 

486  Dmitry  Rybolovlev  Russia 

1.6 

fertilizer 

39 

★ 

746  Nasser  Khalili  U.K. 

1.0 

art,  real  estate 

60  — 

486  David  Sainsbury  U.K. 

1.6 

supermarkets 

65 

T 

746  Jan  Kulczyk  Poland 

1.0 

telecom,  oil,  beer 

56  - 

486  Eduard  Shifrin  U.K. 

1.6 

steel 

45 

▲ 

746  Joanne  (JK)  Rowling  U.K. 

1.0 

Harry  Potter 

40  — 

486  Arne  Wilhelmsen  &  family  Norway 

1.6 

tankers,  cruise  ships 

75 

▲ 

746  Lily  Safra  Monaco 

1.0 

inheritance 

68  — 

512  John  Caudwell  U.K. 

1.5 

mobile  phones 

53 

A 

746  Silvio  Scaglia  Italy 

1.0 

telecom 

47  <> 

512  Rolf  Gerling  Germany 

1.5 

insurance 

51 

T 

746  Monika  Schoeller  Germany 

1.0 

publishing 

67  — 

512  Thomas  Hunter  U.K. 

1.5 

investments 

44 

▲ 

746  Dieter  von  Holtzbrinck  Germany 

1.0 

publishing 

64  — 

512  Alicia  Koplowitz  Spain 

1.5 

investments 

53 

A 

746  Stefan  von  Holtzbrinck  Germany 

1.0 

publishing 

42  — 
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Get  all  your  functions  in  one  place. 

(Better  yet,  get  them  in  one  machine.) 


Monochrome  printer,  copier,  fax  and  scanner 
Print  and  copy  speed:  up  to  1 7  ppm 
Print  resolution:  600  x  600  dpi 
Scan  resolution:  4800  dpi  interpolated 
Duty  cycle:  10,000  pages  per  month 
Parallel  and  USB  ports 


Monochrome  printer,  copier,  fax  and  scanner 
Print  and  copy  speed:  up  to  1 7  ppm 
Print  and  scan  resolution:  600  x  600  dpi 
Paper  handling:  250-sheet  tray 
Parallel  and  USB  ports 


Monochrome  printer,  copier,  fax  and  color  scan 
to  e-mail 

Print  and  copy  speed:  up  to  45  ppm 
Resolution:  1200  x  1200  dpi  with  HP  FastRes  1200 
Duty  cycle:  200,000  pages  per  month 
Parallel  and  Ethernet  ports 


Lexmark 

$399"c 
$75  , 


Mail-in  REBATE 
AVAILABLE' 


ricoh    $39999  $3449s 

CDW  655578  in.,  n. 


Mail-in  REBATE 
AVAILABLE' 


The  Printing  Solutions  You  Need  When  You  Need  Them. 

How  would  you  like  to  save  space,  save  money  and  increase  your  coworkers'  productivity? 
Multifunction  printers  can  do  all  of  that.  With  all  your  printing,  faxing,  scanning  and  other  business 
functions  in  one  place,  it's  easier  for  more  people  to  use  them  —  even  at  the  same  time.  CDW  has 
a  full  line  of  top  multifunction  printers.  And  you  can  always  count  on  us  for  fast,  dependable 
delivery.  So  call  today.  Because  multifunction  printers  give  you  more  ways  to  benefit. 


Call  your  CDW  account  manager  about  available  $75  mail-in  manufacture  rebate;  offer  ends  3/31  /06.  'Call  your  CDW  account  manager  about 
available  $500  mail-in  manufacturer  rebate;  offer  ends  4/30/06.  Offer  subject  to  CDW's  standard  terms  and  conditions  of  sale,  available  at 
CDW.com.  ©  2006  CDW  Corporation 


The  Right  Technology.  Right  Away.  " 

CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 
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MR.  SANDMA 


Crude  Awakenin 

Canadian  wildcatter  Murray  Edwards  is  leading  the  charge  into  th« 
hemisphere's  next  great  energy  supply — oil  sands.  By  Nathan  Vara 


I  HE  SUN  IS  RISING,  HELPING 
the  temperature  inch  up  to  22  degrees 
below  zero,  as  the  door  to  the  chartered 
Dash  8  aircraft  swings  open.  Thirty  en- 
gineers and  executives  who  have  flown 
440  miles  north  from  Calgary,  Alta. 
wearily  emerge  to  start  another  workweek 
building  Horizon,  the  worlds  fifth-largest 
oil  recovery  project  going. 

They  were  supposed  to  be  commut- 
ing from  Fort  McMurray,  just  44  miles 
from  the  site,  but  their  employer,  Cana- 
dian Natural  Resources,  couldn't  find 
housing  for  them  there.  So  they  sleep  at  a 
nearby  camp  during  their  shift,  and 
another  flight  has  been  added  to  the  $9 
million  airport  that  Canadian  Natural 
recently  built  in  the  middle  of  a  frozen 
forest.  Adapting  to  the  housing  shortage 
will  add  as  much  as  $90  million  to  the 
cost  of  building  the  Horizon  mine. 

The  prize?  "There  are  tremendous 
reserves,  billions  of  barrels,  up  in  the  oil 
sands,"  says  N.  Murray  Edwards,  the  bil- 
lionaire behind  Horizon,  sitting  back  in  a 
Calgary  boardroom. 

At  age  46  Edwards  is  the  second- 
wealthiest  oilman  in  Canada  (after  Clay- 
ton Riddell).  The  company  he  built  from 
scratch,  Canadian  Natural,  plans  to 
spend  $25  billion  to  harvest  and  process 
tar  sands,  with  the  idea  of  contributing  at 
least  20%  to  the  expected  increase  in 
total  oil  sands  production  from  the  cur- 
rent 993,000  barrels  a  day  to  as  much  as 
3.7  million  by  2015.  The  project  could 
either  multiply  his  $1.4  billion  net  worth 


Tough,  shrewd  and  very 
reclusive:  Edwards. 
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JIMB 

PRESIDENT  AND 
SUB-ZERO  FR 
AND 


S  gives  Sub-Zero  and  W< 

THE 
POWER 
TO  KNO 


how  to  put  the  freeze  on  warranty  issues  and  improve  customer  s 

Sub-Zero  Freezer  Company  and  its  corporate  companion,  Wolf  Appliance  Company,  understand  that 
quickly  identifying  and  resolving  warranty  issues  is  the  key  to  better  product  quality,  lower  warranty  costs 
and  greater  customer  satisfaction.  That's  why  Sub-Zero  and  Wolf  chose  SAS  as  its  business  intelligence 
partner  for  warranty  analysis.  To  learn  more  about  Sub-Zero  and  other  SAS  success  stories,  visit  our  Web  site. 


www.sas.com/subzero 


■f*  S3S 


millionaires  Ml 


Starting 

charitable 

foundation. 


Managing  her  /, 
new  business.,  m 


&  Saving  for 
I    second  home. 


You  and  your  financial  needs  are 
unique.  Raymond  James  financial 
advisors  understand  that.  In  addition 
to  one  of  the  most  comprehensive 
ranges  of  financial  services  anywhere, 
they  have  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you. 
That's  a  promise  from  one  of  the  first 
firms  to  focus  on  individual  financial 
planning.  And  it's  why  some  of  the  best 
advisors  have  chosen  to  work  with  us. 
There's  a  culture  of  independence  here. 
One  that's  focused  on  the  individual. 
One  that  works. 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors"" 


raymondjames.Cpm 


inds  Project;  ExxonMobil  is  working  with 
iperial  Oil  on  its  Kearl  mine.  Syncrude, 
e  largest  oil  sands  producer,  is  a  consor- 
lm  of  eight  companies. 

Compounding  the  risk,  as  well  as  the 
rtential  reward,  Horizon  will  process  the 
1  sands  all  by  itself.  The  cumbersome 
ocess  starts  with  a  $230  million  separa- 
r — basically,  a  large  agitator.  When  it  is 
aken  in  hot  water,  bitumen  comes  away 
)m  sand  and  is  sent  to  a  separation  vessel 
be  skimmed  off.  From  there  the  goop 
es  through  a  $2  billion  upgrader,  which 
es  heat  to  peel  off  the  sulphur. 

How  to  pay  for  all  this?  Thanks  to  ris- 
l  oil  prices,  Edwards  believes  he  can  do  it 
DStly  out  of  Canadian  Naturals  largely 
nventional  oil  and  gas  production.  Last 
ir  those  operations  kicked  out  $4.4  bil- 
n  of  operating  cash  flow. 

The  guy  making  these  audacious  bets 
(exceedingly  private  and  reclusive.  (He 

arriving  early — 
nd  alone — for  an 
iterview,  Edwards 
ied  to  escape. 


jxried  only  a  few  years  ago  and  is  expect- 
|  a  first  child.)  Edwards  rarely  talks  to  the 
f  ss  or  to  investors.  Last  month,  when  he 
jived  early  for  an  interview  and  found 
liself  alone  with  a  reporter — his  retinue 
^'executives  hadn't  yet  shown  up — he 
|d  to  escape  from  the  room. 
|  No  question  of  who's  running  the 
ij  w,  however,  even  though  he  is  listed  as  a 
l|re  vice  chairman  at  Canadian  Natural. 
|j:  is  the  one  who  makes  sure  we  are  all 
|'jng  what  we  are  titled  to  do,"  says  Allan 
||rkin,  who  is  chairman.  Edwards  tends 
I  to  fill  chief  executive  positions  at  his 
ihpanies,  preferring  to  run  them 
bugh  committees  that  allow  him  to 
lict  corporate  strategy.  Every  Monday 
i/ards  sits  down  for  Canadian  Naturals 
I  lay  12-person  management  meeting. 
Ijrk,  he  admits,  can  be  all-consuming, 
l  lppiest  is  a  man  who  has  his  vocation  as 
jiiibby,"  he  says. 

M Those  who  have  invested  in  his  compa- 
W  have  reason  to  appreciate  his  assiduity. 
\p  and  raised  in  Saskatchewan,  like  many 


of  Canada's  wildcatters,  Edwards  got  his  law 
degree  at  the  University  of  Toronto  and  had 
just  been  made  partner  at  a  Calgary  firm 
when  he  bolted  in  1988,  at  age  28,  to  start  a 
small  investment  group — wagering,  natu- 
rally, on  oil.  Edwards  picked  up  and  turned 
around  companies  in  which  he  still  holds 
big  stakes,  like  Ensign  Energy,  now  Canada's 
second-biggest  land-based  drilling  contrac- 
tor, and  Perm  West,  which  became  one  of 
Canada's  largest  income  trusts.  He  co- 
founded  FirstEnergy  Capital,  an  investment 
bank  that  dominates  Canada's  oil  sector, 
advising  on  $15  billion  worth  of  deals  last 
year.  Along  the  way  he  also  collected  pieces 
of  hockeys  Calgary  Flames  and  some  of 
Canada's  most  famous  ski  resorts,  like  Lake 
Louise. 

Canadian  Natural  has  been  Edwards' 
biggest  gusher.  He  put  $100,000  down  to 
control  and  recapitalize  the  penny  stock  in 
1989  and  persuaded  Markin  to  run  it. 
Today  the  company  has  a  $30  billion  mar- 
ket cap,  with  oil  and  gas  properties  in  west- 
ern Canada,  the  U.K.  and  Africa.  "Murray 
perfected  trading  oil  properties  and 
drilling  the  hell  out  of  them,"  says  W.  Brett 
Wilson,  who  cofounded  FirstEnergy  Capi- 
tal with  Edwards. 

He  is  a  shrewd  dealmaker.  While  most 
of  the  town  focused  on  the  1999  Calgary 
Stampede  Rodeo,  Edwards  secured  the 
leases  that  form  the  basis  for  Horizon  by 
sneaking  off  with  BP  executives  who  had 
just  announced  plans  to  auction  off  $1.1  bil- 
lion in  Canadian  oil  properties.  Three  years 
later,  as  a  director  and  shareholder  of  natu- 
ral gas  producer  Rio  Alto,  he  decided  the 
best  buyer  for  the  company's  assets  was 
Canadian  Natural,  which  spent  $915  mil- 
lion for  them.  And  he  maneuvered  to  buy 
Ranger  Oil  for  $1.1  billion,  thwarting  a  hos- 
tile bid  by  a  company  being  advised  by  the 
investment  bank  he  partly  owned. 

But  has  he  gnawed  off  more  than  he 
can  possibly  digest?  Edwards  believes  he 
can  earn  an  aftertax  annual  return  of  17% 
on  Horizon  with  oil  at  $35  a  barrel— if  he 
can  stay  on  budget.  Costs  for  the  first  three 
phases  of  Horizon  through  2011  have 
already  jumped  by  27%  since  the  original 
forecast  because  of  higher  prices  for  steel 
pipes  and  other  equipment.  His  budget  for 
Horizon  suggests  Canadian  Natural's  capi- 
tal costs  will  amount  to  $4 1 ,900  for  each 
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Not  a  penny  earned 
'til  2008:  Canadian 
Natural  has  already 
invested  $1.5  billion 
in  oil  sands  mining. 


barrel  produced  on  the  first  day  of  full 
operation.  That  seems  wildly  optimistic, 
says  Credit  Suisse  analyst  Adam  Zive, 
given  that  Shell  Canada  is  predicting 
$64,300  for  its  similar  project.  Zive  con- 
tends Canadian  Naturals  costs  will  proba- 
bly increase  30%  by  the  time  it's  finished. 
"We  feel  the  cost  estimates  were  reasonable 
and  justified,"  Edwards  insists. 

No  expense  is  harder  to  control  than 
labor,  typically  accounting  for  25%  to  35% 
of  costs  in  such  mine  construction 
and  most  of  the  overruns.  But  just 
as  most  big  oil  sands  projects  get 
j;oing,  a  serious  labor  crunch  will 
hit,  as  construction  jobs  open  for 
the  2010  Winter  Olympics  in 
nearby  Vancouver.  Seeing  labor 
supply  tightening,  Canadian  Natural  has 
accelerated  its  work,  moving  $350  million 
ol  expenditures  from  2007  to  this  year. 

Edwards  also  played  tough  with  work- 
ers. Canadian  Natural  convinced  the  Alberta 
government  to  grant  Horizon  special  status 
under  the  province's  labor  code,  forbidding 
strikes  or  lockouts.  It  was  one  of  the  few 
times  an  oil  sands  project  received  such  a 
designation,  which  also  allows  the  company 
to  reach  a  collective  agreement  with  one 
union— in  this  case,  the  Christian  Labour 
Association  of  Canada,  whose  members 
earn  less  and  pay  smaller  dues  than  others— 


and  apply  it  to  workers  from  other  unions. 
Some  groups  are  mounting  a  legal  challenge 
to  the  designation  requesting  a  judicial 
review.  Among  them  is  the  Alberta  & 
Northwest  Territories  Regional  Council  of 
Carpenters  &  Allied  Workers,  whose  mem- 
bers aren't  being  scheduled  for  overtime — 
or  getting  seats  on  the  planes  up  to  the  Hori- 
zon site.  "We  work  up  in  the  freezing  cold, 
oil  is  at  an  alltime  high,  and  we  are  being 
asked  to  take  concessions,"  says  Martyn 


No  amount  of  bullying  can 
protect  Edwards  from  the 
awkward  physics  of  tar. 


Piper,  the  unions  business  manager. 

Horizon  wrenched  extraordinary  con- 
cessions from  the  government,  too. 
Edwards  threatened  to  build  an  upgrader 
in  the  U.S.  if  Ottawa  failed  to  protect  him 
from  the  Kyoto  Protocol  it  ratified  in  2002. 
Upgrading  burns  lots  of  carbon-dioxide- 
emitting  natural  gas,  and  Edwards  wanted 
to  know  how  much  that  could  cost  him  if 
he  exceeded  emissions  targets.  Answer:  no 
more  than  50  cents  a  barrel. 

But  no  amount  of  bullying  can  protect 
Edwards  from  the  awkward  physics  of  tar. 
Only  a  fifth  of  Canada's  oil  sands  are  close 


enough  to  the  surface  to  be  profital 
mined.  The  deeper  deposits  have  to 
melted  out.  With  the  usual  steam  injecti 
methods,  only  a  quarter  or  so  of  the 
trapped  underground  can  be  recover* 
Edwards  aims  to  use  a  newer  meth 
called  steam-assisted  gravity  drainage.  \j 
drill  two  horizontal  wells  and  inject  stea 
into  the  upper  one,  draw  bitumen  by  gr; 
ity  into  the  lower  well  and  bring  it  to  I 
surface.  Supposedly  this  method  c 
extract  60%  of  the  oil  in  a  rea 
voir.  But  its  economic  viabil) 
remains  in  question. 

All  this  heating,  plus  refini 
bitumen  into  something  appro 
mating  everyday  petroleum,  go 
bles  1,300  to  2,100  cubic  feetj 
natural  gas  per  barrel  of  crude  produc 
That  much  gas  will  cost  you  $7  to  $1 1  tb 
days  in  Alberta.  Oil  companies  are  tishi 
for  alternatives.  Canadian  Natural  is  look 
at  building  two  $  1 .2  billion  plants  that  \ 
convert  coke,  a  coal-like  waste  prodi 
from  the  refining  of  the  bitumen,  int< 
heating  fuel.  Will  the  environmentalists  g 
him  a  pass  on  that  stuff?  It  emits  more  C 
per  unit  of  heat  than  natural  gas. 

Many  unknowns.  But  if  oil  prices  si 
high,  Edwards  can  probably  afford  a  rr 
step  or  two.  "Sixty-dollar  oil  masks  a  lot 
sins,"  he  says. 
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thousands  of  narrow  streets  in  cities  and  villages  all  over 
tral  America,  you'll  find  tiendas  ...  tiny  stores  selling  groceries 
essentials.  Food  companies  face  a  unique  challenge  delivering 
jerated  foods  to  these  out-of-the-way  places.  So  Cargill's  supply 
specialists  fit  a  solution  to  the  need.  Sales  representatives 
on  maneuverable  motorcycles  equipped  with  iceboxes  and 
held  computers ...  delivering  the  products  tiendas  need,  when 
need  them.  Proving  that  a  delivery  system  doesn't  have  to  be 
o  be  efficient.  This  is  how  Cargill  works  with  customers. 

laborate     >     create    >  succeed 


iargillcreates.com 

i  argill.  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


Uni  jd  States 

The  U.S.  produced  371  billionaires  this  year,  30  more  than  in  2005.  Among  the  44  new  faces 
are  a  few  hedge  fund  managers  and  real  estate  moguls,  two  online  gambling  entrepreneurs, 


] 


I 

t 

si 


Google  guy  Sergey  Brin 
tries  to  keep  cool  while 
his  stock  goes  on  a  rocky 
ride.  With  the  acquisition 
of  Georgia-Pacific, 
Charles  Koch  commands 
the  nation's  largest 
private  company.  David 
Geffen  unloaded  his 
DreamWorks  studio  for 
$1.6  billion.  Basketball 
rabble-rouser  Mark 
Cuban.  Now  that  he 
stepped  down  from 
Warner's  board,  Ted 
Turner  will  have  more 
time  to  watch  his  Atlanta 
Braves.  What,  me  worry? 
Not  Oprah  Winfrey.  After 
promoting  James  Frey's 
faux  memoir,  the 
daytime  talk  queen 
took  her  revenge. 


ft 


W  IHff  4fl  l 
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WINDOWS 


LINUXC 


Fujitsu  PRIMEQUEST™  Servers  with  Intel®  Itanium®  2  Processors. 

Mainframe  Reliability.  Sized  for  the  Mainstream. 


For  decades,  ClOs  have  trusted 
Fujitsu  mainframes  to  run  their  mission- 
critical  applications.  Now  you  can 
get  the  same  robust  engineering  and 
innovative  design  with  the  highly  reliable, 
high  performance  Fujitsu  PRIMEQUEST 
~vers  featuring  Intel®  Itanium®  2  Processors. 

Designed  for  Microsoft®  Windows®  and 
Jnux®  environments  to  run  mission  critical 


System  Mirror 

PRIMEQUEST  servers  offer  the  ability  to  run 
memory  and  crossbars  as  mirrored  pairs.  This 
option,  enabled  via  the  Dual  Synchronous 
Architecture  in  PRIMEQUEST  servers,  provides 
fault  immunity  for  the  hosted  operating  system 
and  applications.  The  use  of  System  Mirror 
transparently  guards  against  hardware  errors 
that  could  otherwise  cause  a  system  panic. 


applications,  PRIMEQUEST  servers 
harness  the  power  and  performance 
of  up  to  32  Intel®  Itanium®  2  Processors, 
to  easily  accommodate  your  largest 
applications.They  are  designed  with  integrated 
networking  and  management  features  for 
simplicity  and  offer  flexible  I/O  and  partitioning 
that  enhances  your  agility  to  respond  to 
dynamic  business  requirements. 


To  learn  more  about  how  Fujitsu  PRIMEQUEST  servers  bring  mainframe  reliability  to  mainstream  environments, 
visit  us.fujitsu.com/computers/PRIMEQUEST  or  call  I  -800-83  1-3183 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


intei) 


Itanium  Z 

inside 


...  ration.  All  rig!  .  .... 

■ 


AGE 

-£     Name  Residence                net  worth  Source 

£  (SBIL) 

AGE 

1 

William  Gates  III  Washington 

$50.0  Microsoft 

50 

▲ 

147  Jeffrey  Bezos  Washington 

4.3  Amazon 

42 

2 

Warren  Buffett  Nebraska 

42.0  Berkshire  Hathaway 

75 

T 

147  Charles  Johnson  California 

4.3  Franklin  Resources 

73 

6 

Paul  Allen  Washington 

22.0  Microsoft,  investments 

53 

▲ 

147  Henry  Perot  Texas 

4.3  investments 

75 

12 

Michael  Dell  Texas 

17.1  Dell 

41 

A 

158  Lester  Crown  &  family  Illinois 

4.1  investments 

80 

14 

Sheldon  Adelson  Nevada 

16.1  casinos,  hotels 

72 

▲ 

1 58  James  Goodnight  North  Carolina 

4.1  SAS  Institute 

63 

15 

Lawrence  Ellison  California 

16.0  Oracle 

61 

▼ 

1 58  Richard  Schulze  Minnesota 

4.1  Best  Buy 

65 

17 

Christy  Walton  Wyoming 

1 5.9  Wal-Mart  inheritance 

51 

★ 

168  David  Murdock  California 

4.0  investments 

82 

17 

Jim  Walton  Arkansas 

15.9  Wal-Mart 

58 

▼ 

168  Charles  Schwab  California 

4.0  discount  stock  brokerage  68 

19 

S  Robson  Walton  Arkansas 

15.8  Wal-Mart 

62 

▼ 

174  James  Sorenson  Utah 

3.8  med  devices,  real  estate 

84 

20 

Alice  Walton  Texas 

15.7  Wal-Mart 

56 

T 

181  Gordon  Moore  California 

3.7  Intel 

77 

21 

Helen  Walton  Arkansas 

15.6  Wal-Mart 

86 

▼ 

185  Rupert  Johnson  Jr  California 

3.6  Franklin  Resources 

64 

24 

Steven  Ballmer  Washington 

13.6  Microsoft 

50 

A 

185  Ralph  Lauren  New  York 

3.6  fashion 

66 

26 

Sergey  Brin  California 

12.9  Google 

32 

A 

194  William  Davidson  Michigan 

3.5  glass 

83 

27 

Larry  Page  California 

12.8  Google 

33 

A 

194  Bradley  Hughes  California 

3.5  Public  Storage 

72 

28 

Abigail  Johnson  Massachusetts 

12.5  Fidelity 

44 

A 

194  Edward  Lampert  Connecticut 

3.5  investments 

43 

29 

Barbara  Cox  Anthony  Hawaii 

12.4  Cox  Enterprises 

82 

A 

194  George  Lucas  California 

3.5  Star  Wars 

61 

29 

Anne  Cox  Chambers  Georgia 

12.4  Cox  Enterprises 

86 

A 

200  Robert  Bass  Texas 

3.4  oil,  investments 

58 

33 

Charles  Koch  Kansas 

12.0  oil,  commodities 

70 

A 

200  Richard  DeVos  Michigan 

3.4  Alticor 

80 

33 

David  Koch  Kansas 

12.0  oil,  commodities 

65 

A 

214  William  Cook  Indiana 

3.2  medical  devices 

74 

43 

Pierre  Omidyar  Nevada 

10.1  Ebay 

38 

A 

214  Maurice  Green  berg  New  York 

3.2  insurance 

80 

44 

Forrest  Mars  Jr  Virginia 

10.0  candy 

74 

▼ 

224  Roland  Arnall  California 

3.0  mortgage  banking 

67 

44 

Jacqueline  Mars  New  Jersey 

10.0  candy 

66 

T 

224  Edgar  Bronfman  Sr  New  York 

3.0  liquor 

76 

44 

John  Mars  Virginia 

10.0  candy 

69 

T 

224  William  Wrigley  Jr  Illinois 

3.0  chewing  gum 

42 

52 

John  Kluge  Florida 

9.0  Metromedia 

91 

▼ 

240  David  Filo  California 

2.9  Yahoo 

39 

53 

Carl  Icahn  New  York 

8.7  leveraged  buyouts 

70 

A 

240  Leonard  Lauder  New  York 

2.9  Estee  Lauder 

73 

53 

Kirk  Kerkorian  California 

8.7  investments,  casinos 

88 

T 

240  A  Jerrold  Perenchio  California 

2.9  Univision 

75 

63 

Sumner  Redstone  California 

7.7  Viacom 

82 

T 

245  Carl  Pohlad  Minnesota 

2.8  banking 

90 

65 

Donald  Newhouse  New  Jersey 

7.5  publishing 

76 

A 

245  Haim  Saban  California 

2.8  television 

61 

65 

Samuel  Newhouse  Jr  New  York 

7.5  publishing 

78 

A 

245  Steven  Spielberg  California 

2.8  movies 

59 

70 

Philip  Knight  Oregon 

7.3  Nike 

68 

T 

258  John  Abele  Massachusetts 

2.7  Boston  Scientific 

69 

71 

George  Soros  New  York 

7.2  hedge  funds 

75 

— 

258  M  Bucksbaum  &  family  Illinois 

2.7  real  estate 

80 

80 

Charles  Ergen  Colorado 

6.7  EchoStar 

53 

T 

258  John  Calamos  Illinois 

2.7  mutual  funds 

65 

80 

Edward  Johnson  III  Massachusetts 

6.7  Fidelity 

75 

A 

258  Henry  Hillman  Pennsylvania 

2.7  industrialist 

87 

84 

Rupert  Murdoch  New  York 

6.5  News  Corp 

75 

▼ 

258  Martha  Ingram  &  family  Tennessee 

2.7  Ingram  Industries 

70 

89 

Philip  Anschutz  Colorado 

6.4  investments 

66 

A 

258  Ronald  Lauder  New  York 

2.7  Estee  Lauder 

62 

94 

Micky  Arison  Florida 

6.1  Carnival  Cruises 

56 

T 

258  Henry  Nicholas  III  California 

2.7  Broadcom 

46 

94 

Ronald  Perelman  New  York 

6.1  leveraged  buyouts 

63 

A 

258  Leonard  Stern  New  York 

2.7  real  estate 

67 

100 

Dan  Duncan  Texas 

6.0  energy 

73 

A 

258  Leslie  Wexner  Ohio 

2.7  Limited  Brands 

70 

100  Jack  Taylor  Missouri 

6.0  Enterprise  Rent-A-Car 

83 

A 

278  Barbara  Piasecka  Johnson  Monaco 

2.6  inheritance 

69 

103 

Eli  Broad  California 

5.9  investments 

72 

▼ 

278  Peter  Kellogg  New  Jersey 

2.6  investments 

64 

104 

Donald  Bren  California 

5.7  real  estate 

73 

A 

278  Ann  Walton  Kroenke  Missouri 

2.6  Wal-Mart 

56 

112  Michael  Bloomberg  New  York 

5.1  Bloomberg  LP 

63 

A 

278  Harold  Simmons  Texas 

2.6  investments 

74 

114  Leonard  Blavatnik  United  Kingdom 

5.0  Access  Industries 

48 

A 

278  Melvin  Simon  Indiana 

2.6  real  estate 

7S 

114  John  Menard  Jr  Wisconsin 

5.0  home  improvement 

66 

A 

278  James  Simons  New  York 

2.6  hedge  funds 

6S 

129  Robert  Rowling  Texas 

4.8  oil  &  gas,  investments 

52 

A 

278  John  Simplot  &  family  Idaho 

2.6  potatoes,  microchips 

97 

129  Eric  Schmidt  California 

4.8  Google 

50 

A 

278  Donald  Trump  New  York 

2.6  real  estate 

6C 

140 

David  Geffen  California 

4.4  DreamWorks 

63 

— 

292  Riley  Bechtel  California 

2.5  engineering 

5' 

140 

Steven  Jobs  California 

4.4  Apple  Computer,  Pixar 

51 

A 

292  Stephen  Bechtel  Jr  California 

2.5  engineering 

8C 

140  George  Kaiser  Oklahoma 

4.4  oil  &  gas,  banking 

63 

A 

292  Steven  Cohen  Connecticut 

2.5  hedge  funds 

5C 

140  H  Ty  Warner  Illinois 

4.4  Beanie  Babies 

62 

T 

292  Barbara  Davis  &  family  California 

2.5  inheritance,  oil 

76 

New  *      Up  A     Down  T      Same  —     Returnee  *)     Split  foi 
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The  T.  Rowe  Price 
FlexChoice  Rollover. 

Lets  you  choose  how  to  make  the  most  of  your  old  401  (k). 


Broad  selection  of  funds — We  have  a  wide  range  of 
over  60  no-load  T.  Rowe  Price  funds  to  choose  from  for 
your  FlexChoice  Rollover  IRA.  All  T.  Rowe  Price  funds  are 
managed  in-house  by  one  of  the  most  experienced  and 
respected  groups  of  fund  managers  in  the  industry.  You 
can  also  choose  from  over  1,000  other  funds  from  leading 
fund  families* 


Proven  Performance  for  Your  Rollover  IRA 

For  each  1-,  5-  and  10-year  period  ended  12/31/05, 
70%  of  our  funds  beat  their  Li pper  average.** 
Results  will  vary  for  other  periods.  All  funds  are 
subject  to  market  risk.  Past  performance  cannot 
guarantee  future  results. 


Low  cost — T.  Rowe  Price  offers  100%  no-load  funds  with 

no  sales  charges  or  commissions.  And  our  expenses  are  low — almost  all  our  funds  for  individual  investors  have 
lower  expenses  than  their  Lipper  averages.*** 

Rollover  Specialists  to  help  —  Our  Rollover  Specialists  are  here  to  help  answer  any  questions  you  may  have  about 
rolling  over  with  T.  Rowe  Price.  If  you  want,  they  can  help  you  select  the  right  funds  for  your  FlexChoice  Rollover 
IRA  based  on  your  long-term  goals  and  tolerance  for  risk.  They  can  even  help  you  take  care  of  the  paperwork  and 
open  your  IRA  right  over  the  phone.  So  call  one  of  our  Rollover  Specialists  today  —  it's  easy  to  get  started. 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 
information  that  you  should  read  and  consider  carefully  before  investing. 


troweprice.com/start  1 1.888.724 .8 32 4 


T.RoweFHce 


INVEST  WITH  CONFIDENCE 

*Non-T.  Rowe  Price  mulual  funds  available  through  T.  Rowe  Price  Brokerage,  a  division  ol  T,  Rowe  Price  Investment  Services,  Inc.  Member  NASD/SIPC.  *"  Based  on  cumulative  total  returns, 
97  ol  1  38, 74  of  93,  and  47  of  64  T.  Rowe  Price  lunds  (including  all  share  classes  and  excluding  lunds  used  in  insurance  products)  outperformed  their  Lipper  averages  lor  the  I-,  5-,  and 
1 0-year  periods  ended  1 2/3 1  /05,  respectively.  Not  all  funds  outperformed  for  all  periods.  (Source  lor  data:  Lipper  Inc.)  ***  1 29  out  of  1 30  funds  (excluding  institutional  and  bank  institutional 
funds  as  defined  by  Lipper)  more  than  six  months  old  had  expense  ratios  below  their  Lipper  averages  based  on  liscal  year-end  data  available  as  ol  12/31/05,  (Source  for  data:  Lipper  Inc.) 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARFC073323 


Former  Lives 

Who  did  what?  Guess  the  match. 


1  Jazz  pianist 

A  Giorgio  Armani 

?.  Butcher's  apprentice 

Calvin  Ayre 

1  Attended  med  school 
for  two  years 

Subhash  Chandra 
D  Heinz-Horst  Deichmann 

'i  Taxi  driver 

E  Graeme  Hart 

Badminton  champion 

F  Guy  Laliberte 

6  Nanny 

Jorge  Paulo  Lemann 
Alexander  Machkevich 

7  Tow  truck  driver 

"  Orthopedist 

I    Hans  Riegel 

1  Sold  fruit  on  roadside 

JK  Rowling 

Id  Gas  station  attendant 

Tamir  Sapir 

11  University  professor 

Anton  Schlecker 

12  Rice  trader 

M  Jeffrey  Skoll 
Friede  Springer 

Wimbledon  player 

Street  performer 

0  KarlWIaschek 

15  Welfare  mother 

Billionaire 


Colombia 


(13V 

1 121% 


Russia 


108% 


54% 


Brazil 


Israel 


1 38% 


25% 


ANSWERS:  1)0  2)L  3)A  4)K  5)1  6)N  7)E  8)D  9)B  10)M  11)H  12)C  13)G  14)F  15)J 


United  Kingdom 
m|  14% 

Hong  Kong 
1 10% 

China 
1 3% 

United  States 
|1% 

Reflects  gains  February  2005-06. 
Source:  Bloomberg  World  Markets. 


Global 
Markets, 

The  U.S.  stock  mark( 
languished  in  the  pastil 

year,  but  many  worldl 
markets  thrived — good] 
news  for  billionaires! 
living  in  those  regions. 


UNITED  STATES 


■M     Name  Residence                 net  worth  Source 

\S  (SBIL) 

AGE 

■£     Name  Residence                 NET  worth 

£  (SBIL) 

Source 

AGE 

292  Ray  Hunt  Texas 

2.5  oil,  real  estate 

63 

A 

365  Wayne  Huizenga  Florida 

2.1 

investments 

68 

292  Bruce  Kovner  New  York 

2.5  hedgefunds 

60 

▲ 

365  Herbert  Kohler  &  family  Wisconsin 

2.1 

plumbing  fixtures 

67 

292  Henry  Kravis  New  York 

2.5  leveraged  buyouts 

62 

▲ 

365  Alfred  Mann  California 

2.1 

inventor,  entrepreneur 

80 

292  Joe  Ricketts  &  family  Nebraska 

2.5  Ameritrade 

64 

A 

365  Craig  McCaw  Washington 

2.1 

McCaw  Cellular 

56  - 

292  George  Roberts  California 

2.5  leveraged  buyouts 

61 

▲ 

365  Ernest  Rady  California 

2.1 

banking,  insurance 

68 

292  David  Rockefeller  Sr  New  York 

2.5  Standard  Oil,  banking 

90 

365  Steven  Rales  District  of  Columbia 

2.1 

Danaher  Corp 

54  I 

292  Stephen  Schwarzman  New  York 

2.5  investments 

59 

★ 

365  Evgeny  (Eugene)  Shvidler  Russia 

2.1 

oil 

41  I 

292  Dennis  Washington  Montana 

2.5  construction,  mining 

71 

A 

365  Frederick  Smith  Tennessee 

2.1 

FedEx 

61  - 

317  Richard  Kinder  Texas 

2.4  pipelines 

62 

A 

365  Glen  Taylor  Minnesota 

2.1 

printing 

64  I 

317  George  Mitchell  Texas 

2.4  Mitchell  Energy 

86 

▲ 

365  Stephen  Wynn  Nevada 

2.1 

casinos,  hotels 

64  J 

317  Henry  Samueli  California 

2.4  Broadcom 

51 

▲ 

382  Leonore  Annenberg  Pennsylvania 

2.0 

inheritance 

88  - 

317  Steven  Udvar-Hazy  California 

2.4  leasing 

60 

382  Charles  Brandes  California 

2.0 

money  management 

63 

317  Jerry  Yang  California 

2.4  Yahoo 

37 

▼ 

382  David  Green  Oklahoma 

2.0  Hobby  Lobby 

64  | 

317  Samuel  Zell  Illinois 

2.4  real  estate 

64 

▲ 

382  William  Hearst  III  California 

2.0  Hearst  Corp 

56  | 

335  Ronald  Burkle  California 

2.3  investments 

53 

382  Paul  Tudor  Jones  II  Connecticut 

2.0  hedge  funds 

52 

335  Peter  Nicholas  Massachusetts 

2.3  Boston  Scientific 

64 

T 

382  Peter  Lewis  Florida 

2.0 

Progressive  Corp 

72  j 

335  Richard  Rainwater  Texas 

2.3  investments 

61 

A 

382  Margaret  Magerko  Pennsylvania 

2.0 

84  Lumber 

40  . 

335  Clemmie  Spangler  Jr  North  Carolina  2.3  investments 

73 

382  Patrick  McGovern  New  Hampshire 

2.0 

IDG 

68  - 

350  Charles  Butt  Texas 

2.2  supermarkets 

67 

382  Michael  Milken  California 

2.0 

investments 

59  - 

i 

350  Gordon  Getty  California 

2.2  inheritance,  oil 

73 

A 

382  Roger  Penske  Michigan 

2.0 

cars 

69  4 

350  Leona  Helmsley  New  York 

2.2  real  estate 

85 

382  John  Sail  North  Carolina 

2.0 

SAS  Institute 

56  i 

Iff 

350  Amos  Hostetter  Jr  Massachusetts 

2.2  cable  television 

69 

382  John  Sobrato  California 

2.0 

real  estate 

66  i 

~e 

350  Nancy  Walton  Laurie  Missouri 

2.2  Wal-Mart 

54 

T 

382  Robert  E  (Ted)  Turner  Florida 

2.0 

cable  television 

67  - 

ft 

350  Carl  Lindner  Jr  &  family  Ohio 

2.2  investments 

86 

A 

382  Mortimer  Zuckerman  New  York 

2.0 

media,  real  estate 

68 

Ire. 

350  Bernard  Marcus  Georgia 

2.2  Home  Depot 

76 

▼ 

410  Herbert  Allen  Jr  New  York 

1.9  investment  banking 

66 

1 

350  Mitchell  Rales  District  of  Columbia 

2.2  Danaher  Corp 

49 

A 

410  Phoebe  Hearst  Cooke  California 

1.9  Hearst  Corp 

79  i 
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Name  Residence 


410  Louis  Gonda  California 


NET  WORTH  Source 
(SBIL) 


1 .9  leasing 


410  Austin  Hearst  NY 


410  David  Hearst  Jr  California 


410  George  Hearst  Jr  California 


410  Irwin  Jacobs  California 


410  S  Curtis  Johnson  Wisconsin 


410  Clayton  Mathile  ( >hio 


410  Thomas  Pritzker  Illinois 


410  Tamir  Sapir  New  York 


410  Ror.da  Stryker  Michigan 


428  S  Daniel  Abraham  l  lorida 


428  Lee  Bass  Texas 


428  Franklin  Booth  Jr  California 


428  James  Cargill  Minnesota 


428  Margaret  Cargill  California 


428  Mark  Cuban  Texas 


428  J  Russell  DeLeon  Gibraltar 


428  Stanley  Druckenmiller  New  York 


428  Donald  Hall  Kansas 


428  Jess  Jackson  California 


8  Kendall- Jackson 


428  Ruth  Parasol  ( iibraltar 


8  online  gaming 


428  Penny  Pritzker  Illinois 


428  Fayez  Sarof  im  Texas 


428  Ernest  Stempel  Bermuda 


428  Jon  Stryker  Michigan 


8  Stryker  Corp 


451  Charles  Dolan  New  York 


451  Bennett  Dorrance  Arizona 


451  Thomas  Frist  Jr  &  family  Tennessee  1 


451  Tom  Gores  California 


451  Stanley  Kroenke  Missouri 


451  Mary  Maione  Pennsylvania 


451  Anthony  Pritzker  California 


451  Daniel  Pritzker  California 


451  James  Pritzker  Illinois 


451  Jay  Robert  (JB)  Pritzker  Illinois 


451  Jean  (Gigi)  Pritzker  Illinois 


451  John  Pritzker  California 


451  Karen  Pritzker  Connecticut 


451  Linda  Pritzker  Montana 


451  Walter  Scott  Jr  Nebraska 


9  Hearst  Corp 


9  Hearst  Corp 


9  Hearst  Corp 


9  Qualcomm 


9  SC  Johnson  &  Sons 


9  lams 


9  hotels,  investments 


9  real  estate 


9  Stryker  Corp 


8  Slim-Fast 


8  oil,  investments 


8  Berkshire  Hathaway 


8  inheritance 


8  inheritance 


8  Broadcast.com 


8  online  gaming 


8  hedge  funds 


8  Hallmark 


8  hotels,  investments 


8  insurance 


7  Cablevision  Systems 


7  inheritance 


7  HCA  Healthcare 


7  leveraged  buyouts 


7  sports,  real  estate 


7  inheritance 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


7  hotels,  investments 


57  T 


53  a 


60  A 


78  A 


72  A 


50  A 


65  A 


55  A 


58  ★ 


51 


81 


49  ▼ 


83  — 


81  A 


86  a 


48  A 


40  * 


53  A 


77  A 


76  — 


39  ★ 


46  A 


8  money  management  77 


89  ▼ 


47  ▼ 


79  T 


57  A 


67  A 


41 


58  — 


56 


45  A 


47  A 


54  A 


41  A 


44  A 


53  A 


48  A 


52  A 


7  construction,  telecom     74  A 


•f     Name  Residence                 net  worth 

S  (SBIL) 

Source 

AGE 

486  Elizabeth  Wiskemann  California 

1.6 

mutual  funds 

512  Peter  Buck  Connecticut 

1.5 

Subway 

75 

512  Fred  DeLuca  Florida 

1.5  Subway 

58 

512  Archie  (Red)  Emmerson  California 

1.5 

timberland,  lumber  mills76 

512  Gerald  Ford  Texas 

1.5 

banking 

61 

512  James  France  Florida 

1.5 

auto  racing 

62 

512  William  France  Jr  Florida 

1.5 

auto  racing 

74j 

512  Victor  Fung  Hong  Kong 

1.5 

distribution 

61 1 

512  Kenneth  Griffin  Illinois 

1.5 

hedge  funds 

37  1 

512  Marguerite  Harbert  Alabama 

1.5 

inheritance 

82 

512  Kenneth  Hendricks  Wisconsin 

1.5 

building  supplies 

64 

512  H  Fisk  Johnson  Wisconsin 

1.5 

SC  Johnson  &  Sons 

47  J 

512  Imogene  Powers  Johnson  Wisconsin  1.5  SC  Johnson  &  Sons 

76  1 

512  Helen  Johnson-Leipold  Wisconsin 

1.5 

SC  Johnson  &  Sons 

49 

512  Winnie  Johnson -Marquart  Virginia 

1.5 

SC  Johnson  &  Sons 

46 

512  James  Kim  &  family  Pennsylvania 

1.5 

microchips 

70 

512  Michael  Krasny  Illinois 

1.5 

CDW  Corp 

52  ' 

512  Tracy  Krohn  Texas 

1.5 

W&T  Offshore 

51 

512  George  Lindemann  &  family  Florida  1.5 

investments 

70 

512  Richard  Marriott  Maryland 

1.5 

hotels 

67 

512  Charles  Munger  California 


1.5  Berkshire  Hathaway  82 


512  T  Boone  Pickens  Texas 


1.5  oil  &  gas,  investments  77 


512  Stewart  Rahr  New  York 


1.5  Kinray 


60 


512  Marc  Rich  Switzerland 


1.5  commodities 


71 


512  Bernard  Saul  II  Maryland 


1.5  banking  real  estate  73 


512  Ram  Shriram  California 


1.5  Google 


50 


512  John  Sperling  Arizona 


1 .5  Apollo  Group 


85 


512  Pat  Stryker  Colorado 


1 .5  Stryker  Corp 


49 


512  Margaret  Whitman  California 


1.5  Ebay 


49 


512  Arthur  Williams  Jr  Florida 


1.5  insurance 


63 


512  Daniel  Ziff  New  York 


1.5  inheritance,  hedge  funds  34 


512  Dirk  Ziff  New  York 


1 .5  inheritance,  hedge  funds  41 


512  Robert  Ziff  New  York 


1.5  inheritance,  hedge  funds  39 


562  John  Anderson  California 


1.4  investments 


88 


562  George  Argyros  California 


1.4  investments 


69 


562  Sid  Bass  Texas 


1.4  oil,  investments 


63 


562  Frank  Batten  Sr  Virginia 


1 .4  Landmark 


79 


562  Neil  Bluhm  Illinois 


1 .4  real  estate 


68 


562  William  Boyd  Nevada 


1.4  casinos,  banking 


74 


562  Robert  Day  California 


1.4  money  management  61 


486  Jim  Davis  8t  family  Massachusetts 

1.6 

New  Balance 

62 

★ 

562  Edward  Debartolo  Jr  Florida 

1.4 

shopping  centers 

59  I 

486  Ray  Dolby  California 

1.6 

Dolby  Laboratories 

73 

A 

562  Barbara  Carlson  Gage  Minnesota 

1.4 

Carlson  Cos 

64  h 

486  Jon  Huntsman  Utah 

1.6 

chemicals 

68 

▼ 

562  Leslie  Gonda  California 

1.4 

leasing 

85  H 

486  Min  Kao  Kansas 

1.6 

navigation  equipment 

57 

A 

562  Richard  Hayne  Pennsylvania 

1.4 

Urban  Outfitters 

58  If; 

486  John  Maione  Colorado 

1.6 

cable  television 

65 

T 

562  Ming  Hsieh  California 

1.4 

Cogent  Systems 

50 

486  John  Marriott  Jr  Maryland 

1.6 

hotels 

74 

562  Joseph  Jamail  Jr  Texas 

1.4 

lawsuits 

80  | 

486  E  Pierce  Marshall  Texas 

1.6 

investments 

67 

562  Nancy  Lerner  Ohio 

1.4 

inheritance 

45  | 

486  William  Pulte  Michigan 

1.6 

home  building 

73 

A 

562  Norma  Lerner  Ohio 

1.4 

inheritance 

69 

486  Thomas  Siebel  California 

1.6 

Siebel  Systems 

53 

A 

562  Randolph  Lerner  Ohio 

1.4 

inheritance 

43 

486  Patrick  Soon-Shiong  California 

1.6 

generic  drugs 

54 

▼ 

562  Robert  McNair  Texas 

1.4 

energy,  sports 

69  | 

152 
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Inseparable 

Dither  the  Hariri  dynasty?  Definitely  not. 

IN  THE  YEAR  SINCE 

Lebanese  Prime 
Minister  Rafik  Hariri 
was  killed  in  a  car 
bombing,  his  young 
heirs— all  of  them 
under  40— have  more 
than  upheld  the  family 
name  in  business  and 
politics.  A  political 
alliance  led  by  Hariri's 
son  Saad,  35,  won 
Lebanon's  first 
parliamentary  elections 
four  months  after  his 
father's  assassination. 
Saad's  mother,  Nazek, 
who  resides  in  Paris,  his 
sister,  Hind  (at  22,  the  youngest  member  on  FORBES'  billionaire 
rankings),  and  younger  brother  Fahd,  25,  all  campaigned  to 
help  seal  the  victory.  But  so  far  Lebanon's  president,  Emile 
Lahoud,  won't  step  down,  citing  pressure  from  Syria.  The  U.S. 
hopes  Lahoud  is  ousted.  If  that  occurs,  Hariri  is  a  shoo-in  for 
prime  minister. 

With  Saad  keeping  the  Hariri  hand  in  Lebanon's  politics, 
older  brother,  Bahaa,  39,  tends  to  the  family  business.  In  July  a 
consortium  led  by  Hariri's  Saudi  Oger  conglomerate  paid  $6.55 
billion  for  55%  of  Turk  Telekom,  Turkey's  biggest  privatization 
deal  to  date.  And  sand  is  being  moved  at  Oger's  other  big 
projects,  including  the  $800  million  redevelopment  of  Amman's 
inner  city  and  a  $100  million  shopping  mall  in  Beirut.  Even 
brother  Ayman,  27,  is  being  groomed  for  more  of  the  action, 
standing  side  by  side  with  the  king  of  Jordan  to  lay  the 
cornerstone  for  Oger's  glitziest  project:  a  $600  million  luxury 
resort  on  Jordan's  Red  Sea  Coast. 

Today  Hariri's  estate,  shared  by  his  widow  and  five  children, 
is  worth  $16.7  billion,  almost  four  times  greater  than  it  was  at 
the  time  of  his  death. 

— Matthew  Swibel 


In  the  name  of  the  father: 

Saad  Hariri  on  the  campaign  trail. 


Hind  (left)  and  Nazek.  Ayman,  Saad  and  Bahaa  at  the  bomb  site. 
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562  James  Moran  Florida 

1.4  auto  dealerships 

87  - 

562  Marilyn  Carlson  Nelson  Minnesota 

1.4 

Carlson  Cos 

67  - 

562  Michael  Price  New  Jersey 

1.4 

investments 

53  4 

562  O  Bruton  Smith  North  Carolina 

1 .4  Speedway  Motorsports 

79  1 

562  Peter  Sperling  Arizona 

1.4  Apollo  Group 

4<T1 

562  Albert  Ueltschi  New  York 

1.4 

llightSafety 

88  1 

562  Sanford  Weill  New  York 

14 

Citigroup 

73  1 

562  Oprah  Winfrey  Illinois 

1.4 

television 

52  j 

606  Arthur  Blank  Georgia 

1.3 

Home  Depot 

63  H 

606  Barry  Diller  New  York 

1.3 

Inter ActiveCorp 

64  -| 

606  Richard  Egan  Massachusetts 

1.3 

BMC  Corp 

70  M 

606  Richard  Farmer  Ohio 

1.3 

Cintas  Corp 

606  John  J  Fisher  California 

1.3  Cap 

44  Hi 

606  Robert  Fisher  California 

1.3 

Gap 

52  t 

606  William  Fisher  California 

1.3 

Gap 

48  a 

606  Thomas  Flatley  Massachusetts 

1.3 

real  estate 

73  4 

606  Alan  Gerry  New  York 

1.3 

cable  television 

76  1 

606  Malcolm  Glazer  Florida 

1.3 

investments 

77  A 

606  Christopher  Goldsbury  Texas 

1.3 

salsa 

63  - 

606  Tom  Golisano  New  York 

1.3 

Paychex 

64  A) 

606  Alec  Gores  California 

1.3  leveraged  buyouts 

53  - 

606  Robert  Holding  Idaho 

1.3  energy,  resorts,  ranching  79  -i 

606  Donald  Morton  Texas 

1.3 

DR  Horton 

56 nj 

606  James  Jannard  Washington 

1.3  Oakley 

56  - 

606  Brad  Kelley  Tennessee 

1.3 

tobacco 

49  * 

606  Thomas  Lee  New  York 

1 .3  leveraged  buyouts 

61  A 

606  James  Leprino  Colorado 

1.3 

cheese 

69~d 

606  Gary  Michelson  California 

1.3  medical  patents 

57  * 

606  John  Morgridge  California 

1.3 

Cisco 

72j 

606  Nicholas  Pritzker  II  Illinois 

1.3 

hotels,  investments 

62  a 

606  Phillip  Ruffin  Kansas 

1.3 

casinos,  real  estate 

70  - 

606  Alexander  Spanos  California 

1.3 

real  estate 

82  A 

606  Dean  White  Indiana 

1.3 

billboards,  hotels 

82 

645  Thomas  Bailey  Colorado 

1.2 

mutual  funds 

69  a 

645  Edward  Bass  Texas 

1.2 

oil,  investments 

61  - 

645  Carl  Berg  California 

1.2 

real  estate 

68  - 

645  Timothy  Blixseth  California 

1.2 

timber,  real  estate 

55  * 

645  Amar  Bose  Massachusetts 

1.2 

Bose 

77  A 

645  Alan  Casden  California 

1.2 

real  estate 

60  * 

645  Harvey  Chaplin  &  family  Florida 

1.2 

liquor,  wine  distribution  77  A 

645  William  Connor  II 1  long  Kong 

1.2 

exports 

56  — 

645  Scott  Cook  California 

1.2 

Intuit 

53  A 

645  David  Copley  California 

1.2 

newspapers 

54  - 

645  Roy  Disney  California 

1.2 

Walt  Disney 

76  A 

645  J  Christopher  Flowers  New  York 

1.2 

investments 

48  A 

645  Robert  Friedland  Hong  Kong 

1.2 

mining 

55  A 

645  Phillip  Frost  l  lorida 

1.2 

Ivax 

69  ★ 

645  Ernest  Gallo  California 

1.2 

wine 

97  * 

645  Pincus  Green  Switzerland 

1.2 

commodities 

70  A 

645  Stanley  Stub  Hubbard  Minnesota 

1.2 

DirecTV 

72  — 

New  *      Up  A     Down  ▼      Same  — 

Returnee         Split  fortune  / 

v 


VJ  H  A  T   CAN  THE 

FOOD  CHAIN 

TEACH    US  ABOUT 

CORPORATE  AND  INVESTMENT  BANKING? 


The  closer jou  get  to  the  top,  the  better. 


As  the  convergence  of  corporate  banking  and  investment  banking  gives  rise 
to  the  universal  bank,  Wachovia  has  emerged  as  the  fastest  growing  firm  in 
the  industry.  Talk  to  us.  Because  in  today's  uncertain  climate,  choosing  the 
right  partner  can  mean  the  difference  between  eating  lunch  and  being  lunch. 


Fastest  Growing  U.S.  Investment  Bank  in  the  Industry 

Over  260  new  lead  relationships  established  in  2005 
135%  growth  in  investment  banking  market  share  in  the  past  five  years 
IOO%  increase  in  M&A  revenue  over  the  last  year 
Retail  distribution  capabilities  of  the  3rd  largest  brokerage  firm 
Balance  sheet  strength  of  the  4th  largest  financial  institution 


wycmovia 
Securities 

Uncommon  Wisdom 

Investment  Banking    ■   Corporate  Banking    ■    Equity   •    Fixed  Income 


lovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia 
al  Markets,  LLC,  member  NASD,  NYSE,  and  SIPC  arid  Wachovia  Bank,  N.A.  ©  2006  Wachovia  Corporation 


Good-Bye 

Stock  declines,  

prison  and  

death  pulled  

39  people  from   

our  ranks. 


THANKS  TO  THE  ADDITION  OF  1 14  NEW  BIL- 

lionaires,  the  aggregate  wealth  of  the 
world's  richest  expanded  by  $400  billion 
in  the  past  year.  But  not  everyone  with  a 
ten-digit  fortune  fared  well.  This  year  39 
people  fell  from  our  rankings.  They  can 
blame  market  forces,  repercussions  from 
dubious  ethics  and  tragedy. 

Eleven  billionaires  died.  John  Walton, 
the  son  of  Wal-Mart  founder  Sam  Wal- 
ton, perished  in  a  plane  crash  last  June.  In 
December  Australia  lost  its  richest  citizen 
when  media  magnate  Kerry  Packer 

UNITED  STATES 


passed  away  after  a  long  illness.  Super- 
premium  vodka  connoisseur  and  importer 
Sidney  Frank  died  of  heart  failure  a  few 
weeks  later. 

Russian  oil  baron  Mikhail  Khodor- 
kovsky  spent  his  third  year  behind  bars; 
he's  serving  an  eight-year  sentence  in 
Siberia  for  fraud  and  theft.  In  the  U.S. 
domestic  doyenne  Martha  Stewart  spent 
five  months  in  jail  for  obstruction  of  jus- 
tice; while  she  was  there,  shares  of  her 
Martha  Stewart  Living  Omnimedia  more 
than  doubled.  Since  she  left  the  Big 


House,  her  net  worth  has  deflated  to 
$500  million. 

Despite  a  drop  in  their  holdings,  the 
majority  of  our  dropoffs  are  doing  fine. 
DreamWorks  cofounder  Jeffrey  Katzen- 
berg  took  the  animation  arm  of  his 
company  public  in  2004,  then  sold  the  liw 
action  business  to  Paramount.  But  since 
April  DreamWorks  stock  has  fallen  34%. 

Not  all  of  the  dropoffs  have  a  sad 
story.  Gap  founders  Donald  and  Doris 
Fisher  donated  half  of  their  shares  to 
their  three  sons.  — Helen  Cost 


^     Name  Residence        "         net  worth  Source 
2  (SBIL) 

AGE 

Name  Residence 

rz                                                                •  ■ 
DC 

net  worth  Source 

(SBIL) 

AGE 

645  Pauline  MacMillan  Keinath  Missouri  1.2  inheritance 

74 

★ 

698  Gary  Burrell  Kansas 

1.1  navigation  equipment 

68 

645  Jerome  Kohlberg  Jr  New  York 

1 .2  leveraged  buyouts 

80 

▲ 

698  James  Cayne  New  York 

1.1  Bear  Stearns 

72 

645  Cargill  MacMillan  Jr  Minnesota 

1 .2  inheritance 

79 

698  David  Duffield  Nevada 

1.1  PeopleSoft 

65 

645  John  MacMillan  III  Florida 

1.2  inheritance 

78 

★ 

698  Paul  Fireman  Massachusetts 

1.1  Reebok 

62 

645  W  Duncan  MacMillan  Minnesota 

1 .2  inheritance 

76 

★ 

698  Kenneth  Fisher  California 

1.1  money  management 

55 

645  Whitney  MacMillan  Minnesota 

1.2  inheritance 

77 

★ 

698  William  Ford  Sr  Michigan 

1.1  Ford  Motor  Co 

81 

645  Billy  Joe  (Red)  McCombs  Texas 

1.2  radio,  oil,  real  estate 

78 

698  Mario  Gabelli  New  York 

1.1  money  management 

63 

645  Robert  McLane  Jr  Texas 

1.2  Wal-Mart,  logistics 

69 

T 

698  Robert  Galvin  Wisconsin 

1.1  Motorola 

83 

645  William  Morean  Florida 

1.2  labil  Circuit 

50 

▲ 

698  David  Gottesman  New  York 

1.1  investments 

79  - 

645  Arturo  Moreno  Arizona 

1.2  billboards 

59 

*) 

698  William  Gross  California 

1.1  bonds 

61 

645  Jorge  Perez  Florida 

1.2  home  building 

57 

★ 

698  Jerral  Jones  Texas 

1.1  Dallas  Cowboys 

63 

645  Marion  MacMillan  Pictet  Bermuda 

1 .2  inheritance 

74 

* 

698  George  Joseph  California 

1.1  insurance 

84  ■ 

645  Winthrop  Rockefeller  Arkansas 

1 .2  Standard  Oil,  banking 

57 

698  Robert  Kraft  Massachusetts 

1.1  paper,  packaging 

64  < 

645  Steven  Roth  New  York 

1.2  real  estate 

64 

★ 

698  Kenneth  Langone  New  York 

1.1  investments 

70 

645  Herbert  Sandler  California 

1.2  banking 

74 

698  Robert  Naify  California 

1.1  movie  theaters 

84 

645  Richard  Scaife  Pennsylvania 

1 .2  inheritance 

74 

698  Richard  Peery  California 

1.1  real  estate 

65 

645  Donald  Schneider  Wisconsin 

1.2  trucking 

70 

698  Nelson  Perez  New  York 

1.1  leveraged  buyouts 

63  - 

645  A  Alfred  Taubman  Michigan 

1 .2  real  estate 

82 

▲ 

698  Jesse  Robinson  Georgia 

1.1  banking  insurance 

82  - 

645  Phyllis  Taylor  Louisiana 

1 .2  Taylor  Energy 

64 

★ 

698  Edward  Roski  Jr  California 

1.1  real  estate 

67  - 

645  David  Tepper  New  Jersey 

1.2  hedge  funds 

48 

★ 

698  Marion  Sandler  California 

1.1  banking 

75  - 

645  Wilma  Tisch  &  family  New  York 

1.2  Loews 

78 

T 

698  Herbert  Siegel  New  York 

1.1  television 

77  - 

645  Theodore  Waitt  California 

1.2  Gateway 

43 

▼ 

698  Herbert  Simon  Indiana 

1 .1  real  estate 

71  ■ 

698  Edmund  Ansin  Florida 

1.1  Sunbeam  Broadcasting 

70 

▲ 

698  Joyce  Raley  Teel  California 

1.1  supermarkets 

76  - 

698  John  Arrillaga  California 

1.1  real  estate 

68 

698  Kenny  Troutt  Texas 

1.1  Excel  Communications 

58  - 
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New  ★     Up  A     Down  ▼      Same  —     Returnee  •>     Split  fortun^ 


Claremont  Rug  Company 


The  Financial  Times  called  us — 

"One  of  the  world's  best  sources  of  antique  carpets" 


m3m 


"Winitz's  clients  have  iong  valued 
rugs  not  just  as  decorative  items  but 
as  real  art,  and  real  investments." 
-  Wall  Street  Journal 

Jan  David  Winitz.  Founder  &  President 

)lor  catalog  $12  •  6087  Claremont  Avenue,  Oakland,  CA  USA  94618  •  800-441-1332  •  sales@claremontrug.com 


Visit  our  award-winning  website, 
www.claremontrug.com,  to  view  crystal- 
clear  images  of  a  400-piece  sampling 
from  our  world-class  collection. 
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UNITED  STATES 


■g     Name  Residence 

ce 

net  WORTH  Source 

(SBIL) 

AGE 

■g     Name  Residence                 NET  worth 

2  (SBIL) 

Source 

AGE 

698  Charlotte  Colket  Weber  Florid 

a        1.1  inheritance 

63 

— 

746  Anne  Windfohr  Marion  Texas 

1.0 

inheritance,  oil 

66 

- 

746  Louis  Bacon  U.K. 

1.0  hedge  funds 

50 

★ 

746  Bernard  Osher  California 

1.0 

hanking  investments 

78 

▼ 

746  Perry  Bass  Texas 

1.0  oil,  investments 

91 

— 

746  Wilbur  Ross  Jr  New  York 

1.0 

leveraged  buyouts 

68 

- 

746  Gary  Comer  Illinois 

1.0  Lands' End 

78 

— 

746  Charles  Simonyi  Washington 

1.0 

Microsoft 

58 

- 

746  John  L  Doerr  California 

1.0  venture  capital 

55 

*» 

746  Sheldon  Solow  New  York 

1.0 

9  West  57th  St 

77 

746  John  Edson  Washington 

1.0  leisure  craft 

73 

— 

746  John  Stanton  Washington 

1.0 

wireless 

50 

★ 

746  Marvin  Herb  Illinois 

1.0  soft-drink  bottling 

69 

T 

746  Hope  Hill  Van  Beuren  Rhode  Island 

1.0 

inheritance 

72 

— 

746  William  Hilton  California 

1 .0  hotels,  casinos 

78 

— 

746  Todd  Wagner  Texas 

1.0 

Broadcast.com 

45 

746  Jeremy  Jacobs  Sr  New  York 

1 .0  sports  concessions 

66 

746  Samuel  Wyly  Texas 

1.0 

investments 

70 

- 

746  Michael  Jaharis  New  York 

1.0  pharmaceuticals 

78 

* 

746  Jerry  Zucker  South  Carolina 

1.0 

industrialist 

56 

— 
*• 

746  William  Kellogg  Wisconsin 

1.0  Kohls 

62 

T 

Bigger  Than  Yours 

On  the  ocean,  less  is  not  more.  By  Kiri  Blakeley 


S  THE  FORTUNES  OF  faring  set.  Now  it  wouldn't  yacht  wars  in  1997  when  he  million,  and  perhaps  buy  more 

the  worlds  wealthiest  even  get  a  ranking  on  the  launched  the  316-foot  Limit-  than   one   vessel  (Russian 

lhave  grown,  so,  too,  world's  100  largest  yachts  list,  less,  at  the  time  110  feet  longer  Roman   Abramovich  owns 

have  their  floating  palaces,  according  to  Power  &  Motor-  than  any  other  boat.  Since  then  three).  Rumor  has  it  Larry  Elli- 

Twenty  years  ago  a  150-foot  yacht  magazine.  a    competitive    sport    has  son  ordered  his  Rising  Sun  be 

boat  would  have  made  its         Limited  Brands  billionaire  emerged  in  waterlines.  To  play,  built  a  few  feet  longer  than 

owner  the  envy  of  the  sea-  Leslie  Wexner  locked  off  the  you  need  to  spend  up  to  $300  Paul  Allen's  Octopus— just  to 
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Directing  15-billion 
Internet  interactions 
every  day. 


Handling  2.7-billion 
telephony  interactions 
every  day. 


Verisign  intelligent  infrastructure  at  work. 

today  and  every  day,  VeriSign  intelligent  infrastructure  services  enable  and  protect  an  ever-increasing 
number  of  interactions  over  the  world's  voice  and  data  networks,  helping  to  drive  a  dramatic 
transformation  in  the  way  people  work,  play,  and  live.  That's  why  global  enterprises,  service  providers, 
and  media  companies^are  turning  to  VeriSign  to  help  them  accelerate  new  revenue  opportunities 
and  sharpen  their  competitive  edge.  We  can  help  you  too.  VeriSign.*  Where  it  all  comes  together.1' 


www.verisign.com/intelligence 

Download  the  free  white  paper  on  intelligent  infrastructure  services. 


VeriSign 


02006  VeriSign.  Inc  All  rights  reserved  VeriSign,  the  VeriSign  logo.  "Where  it  all  comes  together.''  and  other  trademarks,  service  marks, 
and  designs  are  registered  or  unregistered  trademarks  of  VeriSign  and  its  subsidiaries  in  the  United  States  and  in  loreign  countries. 
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stick  it  to  his  Microsoft  rival 
(Ellisons  folks  deny  this  story). 
"Yachts  are  the  closest  a  com- 
moner can  get  to  sovereignty," 
explains  U.S.  billionaire 
Charles  Simonyi,  who  spends 
six  months  a  year  on  his  233- 
foot  Skat. 

A  boat  owner  should  be 
prepared  to  spend  10%  of  the 
purchase  price  each  year  on 
fuel,  cleaning,  system  mainte- 
nance and  crew  salaries.  Plus 
there  are  dockage  and  regi- 
stration fees,  taxes,  insurance 
and  the  cost  of  a  good  mari- 
time attorney.  But  if  you  have 
to  ask  about  any  of  these  out- 
lays, you  can't  afford  them. 

Larry  Ellison 

Rising  Sun  453  feet  

Basketball  court,  two  upper 
decks  made  entirely  of  glass. 

Paul  Allen 

Octopus  414  feet  

Recording  studio,  two  heli- 
copter pads,  glass-bottomed 
lounge.  A  118-foot  marina 
dock  accommodates  a  59-foot 
boat  and  39-foot  submarine. 
His  other  yachts:  Tatoosh 
(302  feet)  and  Meduse 
(199  feet). 

Spiro  Latsis 
Alexander  400  feet 

Former  cruise  ship  has  a  disco, 
beauty  salon  and  57  crew 
members.  Holds  up  to  60 
overnight  guests. 

Roman  Abramovich 
Pelorus  377  feet  

Two  helicopter  pads,  a  movie 
theater,  multiple  terraces.  Also 
owns  Le  Grand  Bleu  (370  feet) 
and  Ecstasea  (282  feet). 


Kingdom  5-KR  282  feet 


Featured  in  the  fames  Bond 
movie  Never  Say  Never  Again. 
Prince's  suite  has  dayroom, 


Dennis  Washington 
(above)  heads  topside 
on  the  "Attessa."  Paul 
Allen's  "Octopus"  can 
accommodate  two 
helicopters  and 
a  submarine. 


study,  TV  area,  bedroom, 
dressing  room,  sauna  and 
possibly  the  "world's  most 
expensive  shower  cubicle," 
carved  from  a  block  of  solid 
onyx.  Eleven  guest  suites,  too. 

Wayne  Huizenga 
Floridian  228  feet   

Swimming  pool  with  an 
alfresco  bar.  Helipad  that  sup- 
ports a  14-passenger  aircraft; 
six  staterooms. 


Dennis  Washington 
Attessa  226  feet 

Personally  restored  fire- 
damaged  art  deco  yacht.  Added 
movie  theater,  gym,  massage 
room  and  two  outdoor  Jacuzzis. 

Sergio  Mantegazza 
Lady  Marina  210  feet 

Private  suite  has  seven  rooms,  an 
observation  deck  and  stateroom 
decorated  in  a  black- lacquered, 
shoji-screened,  Far  Eastern  style; 


gym,  sauna,  hair  salon. 

Alex  Shnaider 
Midlandia  170  feet 


Sundeck  with  Jacuzzi  and  drop 
down  screen  for  open-air  movies; 
12-man,  year-round  crew. 

Jim  Pattison 
Nova  Spirit  150  feet 

Biggest  yacht  registered  in 
Canada.  Music  lover  has  two 
pianos,  two  organs  onboard.  F! 
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Two  important  things  about  retirement  income: 
Make  it  first.  And  make  it  last. 


's  not  easy  to  navigate  the  shifting  waters  of  retirement  planning.  But  you  may  find  a  steadier  course  with  exchange-traded 


losed-end  funds  from  Nuveen  Investments.  They  can  provide  you  with  attractive  monthly  income  that  can  help  keep  your 
>ng-term  investment  strategy  sailing  smoothly.  To  learn  more,  contact  your  advisor  or  visit  us  at  nuveen.com/cef.  As  always, 
iere  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates  rise,  the  value  of  a  fund's 
ortfolio  may.  decline.  Exchange-traded  closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


NUVEEN 


Investments 


Smarter  ways  to  be  conservative. 


%n  investor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  an  annual 
report  or  prospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or 
Nuveen  at  1-800-257-8787.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  ©2006  Nuveen  Investments,  Inc. 
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How  do  three  old 
friends  build  a 
business 
empire  in 
Kazakhstan? 
Just  as  in  Russia 
buy  assets 
on  the  cheap. 
By  Tatiana  Sera 


AFTER  A  DAY  CARVEvG  THE  SLOPES  IN  THE  FRENCH  ALPS,  THREE  MIDDLE-AGED 
men  settle  in  tor  tea  in  the  lounge  of  Les  AireQes,  a  luxurious  inn  at  the  top  of  the 
mountains  in  Courchevel.  France.  Sinking  into  a  chintz  safe  Alexander  Madike- 
vxh,  a  head  tatter  and  mare  than  a  few  pounds  lighter  than  his  two  companions, 
exchanges  greetings  with  a  gaggk  of  the  hotels  wefl-heekd  guests.  His  shorter,  stouter 
pals  tease  hint  about  being  the  handsome  one  who  gets  aD  the  attention.  "He  is  the  race  of  this 
tnOk  mumiks  FataKn  Cnodiev.  Seated  to  his  left,  AKpan  Ibraghnov  fanghs  appuwingly  as  Chodie\" 
recounts  the  time  thev  insisted  Atachkeoch  grow  back  a  mustache  after  he  had  shaved  it  oil 

Every  Christmas  the  three  men  gather  in  Qjurchevel  to  trade  barbs,  ski  and,  most  impor- 
tantly, tend  to  a  Swiss  -  incorporated  mefak  anti  m  miop  rrwwtrwTyT^fcp  fimmn  ftonral  Ue-xmrrrs 


rH  NETJETS,  NOTHING  STANDS  BETWEEN 

DU  AND  OPPORTUNITY. 


Stay  ahead  by  seizing  opportunities  the  moment  they  arise  with 
a  Netjets  fractional  share.  With  the  largest  private  jet  fleet  in  the 
world  at  your  disposal,  you  can  have  a  plane  in  as  little  as  four 
hours  and  even  prepare  on  the  way  so  that  you  arrive  ready  to 
go.  Plus,  Netjets  is  a  Berkshire  Hathaway  company,  so  it's  not 
only  a  smart  investment  but  a  sound  one  too.  To  make  Netjets 
part  of  your  life,  call  1-877-356-0754  or  visit  www.netjets.com. 

NETJETS* 

Make  every  moment  count'" 


©  2006  Netjets  Inc.  |  Netjets  is  a  Berks-hire  Hathaway  company. 
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Corp.,  in  which  they  own  equal  shares.  Last  year  ENRC  generated 
an  $800  million  profit  on  sales,  mostly  in  Kazakhstan,  of  $2.9  bil- 
lion. Taken  public,  it  might  command  a  market  value  of  $6  billion. 

Most  of  the  conversation  at  Courchevel  this  year  was  spent 
figuring  out  how  best  to  tell  their  story  to  smooth  the  way  for  a 
listing  on  the  London  Stock  Exchange.  Kazakhstan  is  a  geopoliti- 
cal link  between  China,  Russia  and  Europe  and  is  abundant  in  oil 
and  precious  metals.  GDP  has  been  expanding  by  9%  a  year  for  the 
last  five  years,  enticing  an  influx  of  foreign  investment.  The  offer- 
ings of  two  other  Kazakh  mining  companies  that  went  public  in 
London  in  the  past  six  months  were  four  times  oversubscribed. 

But  the  trio  carries  some  baggage.  They  battled  with  Britain's 
billionaire  Reuben  brothers  over  the  assets  that  made  them  rich. 
Regional  experts  have  accused  them  of  orchestrating  sweetheart 
deals  with  Kazakhstan's  long-serving  president,  Nursultan 
Nazarbayev,  and  getting  "special  commissions"  from  steel 
tycoon  Lakshmi  Mittal.  Then  there  are  the  money-laundering 
charges  and  reams  of  bad  press.  The  partners  scoff  at  most  of 
these  allegations.  Indeed,  when  asked  to  comment  on  the  rumor 
that  Chodiev  was  once  a  KGB  agent,  they  erupt  in  laughter. 
"These  tall  tales  about  us  are  endless,"  says  Machkevich. 

Their  tale  begins  in  Kyrgyzstan, 
the  country  south  of  Kazakhstan 
where  Machkevich  and  Ibragimov 
grew  up.  The  two  met  at  a  wedding 
in  1971.  (Chodiev,  a  native  of 
nearby  Uzbekistan,  was  studying  in  Moscow  at  the  time.)  Over 
the  next  16  years  they  pursued  separate  careers.  Chodiev  took  a 
job  with  the  Ministry  of  Foreign  Trade  and  lived  in  Japan  for  sev- 
eral years;  Machkevich  became  one  of  the  youngest  university 
deans  in  Kyrgyzstan;  Ibragimov,  also  in  Kyrgyzstan,  worked  as  a 
manager  at  various  industrial  plants. 

Lured  by  Gorbachev's  economic  reforms,  Machkevich  and 
Ibragimov  moved  to  Moscow  in  1987  to  trade  "anything  and 
everything"  that  produced  cash— scrap  metal,  iron  ore,  alu- 
minum and  oil.  Chodiev  joined  them  two  years  later.  "You  paid  a 
stupid  price,  sold  at  a  crazy  price  and  made  a  lot  of  money," 
recalls  Chodiev.  Much  of  their  trading  was  done  with  companies 
from  Kazakhstan,  a  country  they  knew  well,  having  grown  up  in 
neighboring  Kyrgyzstan  and  Uzbekistan.  In  Kazakhstan  they 
exploited  the  Soviet  Union's  lax  trading  rules  and  porous  borders, 
selling  commodities  to  the  West  and  importing  computers,  tele- 
visions and  manufacturing  components — anything  in  high 
demand.  They  also  formed  a  joint  venture  with  Permoil  (now 
part  of  Lukoil,  Russia's  largest  oil  company)  to  refine  crude  oil. 

Though  the  large  loopholes  were  good  for  business,  the 
region's  increasing  lawlessness  created  security  risks  for  their 
families,  they  say.  Today  they  reside  in  the  U.K.  and  Switzerland. 

By  1994  the  threesome  had  established  25  different  operating 
companies.  But  the  hyperinflation  raging  at  the  time  in  Russia 
and  Kazakhstan  yielded  chaos.  Kazakhstan's  export  business 
came  to  a  near  standstill,  and  its  domestic  output  fell  by  39%. 
Industrial  plants  that  were  running  at  capacity  a  few  years  earlier 
were  driven  into  near-bankruptcy. 

The  partners  smelled  opportunity.  Though  they  knew  they 


could  buy  the  newly  distressed  assets  for  a  song,  they  lacked  th< 
capital  to  finance  the  deals.  They  turned  to  another  big  player  ii 
the  Soviet  Union's  metals  markets,  Transworld,  a  U.K. -based 
commodities  behemoth  run  by  billionaire  brothers  David  and 
Simon  Reuben  and  trader  Lev  Chernoy.  With  little  more  than  ; 
handshake,  the  two  camps  formed  a  joint  venture  via  a  numbe| 
of  offshore  entities  to  buy  four  of  Kazakhstan's  largest  minind 
companies  for  an  initial  $300  million  investment.  The  trio  says 
they  provided  the  local  management  expertise  and  Transworld 
brokered  the  commodities  abroad. 

But  the  relationship  crumbled  in  1997  when  Transworld 
was  fined  $250  million  by  the  Kazakh  government  for,  ail 
Transworld  claims,  unpaid  taxes,  or,  as  the  trio  claims,  foi 
breaching  transfer-pricing  regulations.  Transworld  refused  tc 
pay  the  penalty  and  denied  the  charges,  then  sued  the  trio  aftei 
they  set  up  their  own  trading  companies.  After  three  years  ol 
court  battles  in  Kazakhstan,  the  British  Virgin  Islands  and  Lon- 
don,  Transworld  agreed  to  sell  its  joint-venture  interest  to  tha 
trio  (neither  party  would  comment  on  the  terms);  all  outstand- 
ing taxes  and  liabilities  against  Transworld  were  dropped. 

Before  the  Transworld  deal  came  unglued,  the  partners 


"You  paid  a  stupid  price,  sold  at  a  crazy 
price  and  made  a  lot  of  money." 


worked  together  to  land  a  management  contract  to  run  Alu* 
minum  of  Kazakhstan,  a  state-owned  alumina  manufacture!) 
whose  employees  hadn't  been  paid  in  a  year.  The  trio  turned 
things  around  by  demanding  cash  payments  rather  than  relying 
on  traditional  barter  deals.  In  just  a  few  months  employees  began 
getting  paychecks  and  lenders  were  made  whole.  When  Kazakh- 
stan's government,  led  by  President  Nazarbayev,  auctioned  off  the 
company  a  few  months  later  as  part  of  its  privatization  program, 
the  trio  won  the  bidding. 

In  1995  they  successfully  bid  for  SSGPO,  an  iron  ore  mine* 
and  Kazchrom,  a  ferroalloy  producer.  The  following  year  they 
landed  a  coal  mine  and  a  power  plant.  It  was  this  series  of  dealsj 
that  cast  a  pall  over  the  trio — murmurs  of  insider  dealing  and! 
unusually  close  ties  to  Nazarbayev.  "People  have  questions  about 
how  they  became  so  rich,"  says  Zeyno  Baran,  a  director  at  think 
tank  Nixon  Center.  "They  didn't  do  business  in  a  way  that  a 
competitive  or  transparent.  It's  mainly  based  on  relationships." 
Though  the  details  surrounding  the  early  days  of  Kazakhstan's 
privatization  efforts  are  fuzzy,  the  trio  denies  receiving  special! 
consideration  from  the  government,  especially  from  President 
Nazarbayev,  who  is  known  to  keep  a  tight  rein  on  foreign 
investors. 

"These  guys  are  not  Kazakh,  yet  somehow  they  got  the  trust 
of  the  president  and  used  their  relationship  with  the  president 
actively,"  says  Leyla  Abdimomunova,  a  Kazakhstan  analyst 
based  in  the  capital,  Astana.  Other  regional  experts  agree  that 
the  troika  received  special  favors;  at  least  two  separate  private 
investigators  have  looked  into  the  trio's  ties  to  Nazarbayev,  onei 
of  which  yielded  hotel  documents  that  show  they  traveled 
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When  it  comes  to 
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That's  where  we  do  some  of  our  best  work,  too.  From  indoor  air  quality 
to  efficient  lighting,  from  energy  alternatives  to  responsible  water  usage,  when 
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together  in  1998.  Alexander  Ignatov,  whose  company  consults 
in  the  former  Soviet  Union  states,  says  rumors  are  rampant  that 
the  three  partners  were  active  financiers  of  Nazarbayev's  latest 
presidential  campaign.  But  they  deny  any  political  lobbying  and 
only  admit  to  meeting  Nazarbayev  five  to  ten  times  a  year  in 
their  official  capacity  as  members  of  the  president's  foreign 
investors  council,  to  which  they  were  appointed  in  1998.  "You 
don't  know  Nazarbayev,"  says  Machkevich.  "He  is  so  difficult  to 
get  close  to." 

Controversy  also  arose  in  Belgium,  where  they  are  being 
investigated  for  money  laundering  and  were  witnesses  in  a  gov- 
ernment audit  of  Tractabel,  a  Belgian  subsidiary  of  French  utility 
Suez.  The  trio  deny  any  wrongdoing  and  said  they  would  wel- 
come the  chance  to  go  to  court  and  clear  their  name.  But  with 
the  investigations  nearly  a  decade  old  and  no  trial  looming,  a  Bel- 
gian official  who  worked  on  the  cases  says  they  will  most  likely 
be  dismissed. 

Turmoil  like  that  would  drive  most  partnerships  to  ruin. 
But  these  three  have  forged  an  unbreakable  bond.  They  finish 
one  another's  sentences,  tease  one  another  incessantly  and  keep 
close  watch  over  one  another's  affairs.  In  the  beginning  they 
divided  the  management  duties:  Ibragimov  was  the  operations 
man,  Chodiev  the  strategist  and  Machkevich  the  public  face.  In 
2001  they  hired  Johannes  Sittard,  an  executive  who  worked  for 
Lakshmi  Mittal,  to  run  the  company.  Sittard  expanded  ENRC 
into  new  minerals,  including  nickel  in  the  Balkans  and  cobalt 
in  Zambia.  He  is  also  guiding  the  company's  biggest  project  to 
date — construction  of  an  $800  million  aluminum  smelter  in 
Kazakhstan.  They  also  brought  in  Dutch  tax  lawyer  Peter 

Hamelink   to   scrub  the 


Bad  Blood 

A  fraternal  feud  splits  up  one 


Despite  efforts 
to  burnish 
their  image, 
rumors  persist. 


books.  He  believes  the  firm 
will  be  ready  for  a  public 
offering  by  2007.  To  raise 
the  company's  profile  with 
international  investors,  ENRC 
plans  to  issue  bonds  by  the 
end  of  2006. 

Yet,  despite  the  trio's  efforts  to  burnish  their  image,  conspira- 
torial whispers  persist.  In  2002  the  BBC  reported  that  Mittal  paid 
them  $100  million  when  he  bought  Kazakhstan's  steel  plant  and 
assorted  property  in  1995,  an  extraordinary  fee  considering  the 
$400  million  purchase  price.  The  trio  confirms  the  payment, 
though  they  claim  it  was  for  "services  and  parts,"  and  today  sup- 
plies the  Mittal  plant  with  iron  ore  pellets.  A  spokesperson  for 
Mittal  Steel  says  the  trio  was  not  paid  a  special  commission  for 
helping  broker  the  deal. 

Mingling  with  magnates  like  Lakshmi  Mittal  also  offers  the 
trio  other  means  to  cash  out:  a  sale  or  merger.  Timothy 
McCutcheon,  a  mining  analyst  at  Aton  Capital,  says:  "They  just 
want  to  make  a  nuisance  of  themselves  so  diat  the  big  boys  come 
and  take  them  out,"  says  McCutcheon.  "That  is  the  standard  busi- 
ness plan  for  this  part  of  the  world." 

For  now  the  three  hobnob  in  Courchevel  with  other  billion- 
aires and  share  the  decisions  about  where  to  take  the  company. 
"One  head  is  good,  but  three  is  the  best,"  says  Ibragimov.  F 
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of  India's  largest  companies. 


India's  Anil 
Ambani  (left) 
gave  his  brother, 
Mukesh,  the 
run-around  with 
their  dad's  estate. 


Indian  entrepreneur 
Dhirubhai  Ambani  died 
in  July  2002,  leaving  to 
his  sons,  Mukesh  and 
Anil,  the  Reliance 
Group,  one  of  India's 
largest  conglomerates. 
Mukesh  became  chair- 
man, Anil  vice  chairmari 
Five  months  later,  wheri 
they  launched  Reliance 
Infocomm,  a  $5  billion 
telecom  venture  and 
Mukesh's  pet  project, 
younger  brother  Anil 
didn't  show  up  at  the 
inauguration,  fueling 
rumors  that  the  broth- 
ers were  at  loggerhead] 
The  gloves  came  off  in 
late  2004  when  they 
began  battling  publicly 
for  the  group's  control. 
The  situation  became  so 
untenable  that  their  mother, 
Kokilaben,  brokered  a  court- 
approved  peace  settlement 
that  entailed  breaking  up 
the  $23  billion  (sales) 
group.  Mukesh  got  con- 
trol of  Reliance  Industries,  a 
$16.5  billion  (sales)  petrochemi- 
cals concern.  Anil  got  four  com- 
panies with  interests  in  energy, 
^    telecom  and  financial  services* 
Happy  ending?  Not  quite.  Anil  | 
accused  Mukesh  of  delaying  the 
transfer  of  Reliance's  assets,  and 
neither  brother  attended  the  Febru-1 
any  2006  board  meetings  where  the 
final  handover  took  place.  But  the 
spat  hasn't  hurt  their  fortunes.  In  2005 
the  brothers  were  worth  a  combined 
$7  billion.  This  year  Mukesh  is  worth 
$8.5  billion,  Anil  $5.7  billion.  The  broth- 
ers continue  to  avoid  meeting  in  public. 
They  might  run  into  one  another  in  an 
elevator,  though;  both  live  in  an  18-story 
high-rise  their  father  built. 

— Naazneen  Karmal 


ST.    REGIS    RESIDENCES   •  ANCUILLA'S    MOST    EXCLUSIVE  HOMES 


St.  Regis 

RESIDENCES 


OFFERING  MAGNIFICENT  ESTATES,  VILLAS  AND  OCEANFRONT  RESIDENCES  -  AMONG  THE  MOST  BREATHTAKING  IN  THE  CARIBBEAN, 
WITH  A  FULL  ARRAY  OF  ST.  REGIS  SERVICES,  SPA  AND  GREG  NORMAN  DESIGNED  GOLF  COURSE.  $1.4-$13.2m.  TO  LEARN  MORE 
ABOUT  THE  PLEASURES  OF  OWNERSHIP,  PLEASE  CONTACT:  264-498-7000  OR  VISIT  OUR  WEBSITE  STRECISRESIDENCES.COM/ANGUILLA 

This  is  not  an  Oder  nor  is  an  Oder  ma*  where  prohibited  by  law  A  prospective  purchase!  should  set*  competent  legal  advice  in  connection  with  any  purchase.  Home  depiction  is  a  Temenos  Estate  model  home  Some  photos  are  beaches  substantially  similar  to  the  protect  s 
beaches  Hotel  services  would  be  available  at  an  additional  tee  not  included  In  the  purchase  price.  Construction  ot  the  Estates,  Villas,  and  Occanlront  Residences  is  scheduled  to  begin  m  the  tall  ot  2004  they  will  not  be  owned,  developed,  or  sold  by  Starwood  Hotels 
&  Resorts  Woddwidc,  Inc  The  use  ot  the  St  Regis  trademark  is  pursuant  to  a  license  from  Starwood  Hotels  &  Resorts  Worldwide  Inc  to  an  atlillale  ot  Flag  Luxury  Properties,  LLC,  which  license  may  be  terminated  or  revoked  pursuant  to  the  terms  Ihuiool 


Asia  Pacific  I 

Asia  Pacific,  including  Australia  and  New  Zealand,  is  home  to  115  billionaires  this  year,  worth  a 
collective  $364  billion.  India  was  the  star  of  this  rising  region,  adding  10  of  the  25  new  faces, 
including  a  real  estate  baron,  an  online  gamer  and  a  media  heiress.  China  welcomed  another  4. 


Clockwise  from  top:  Taiwan's  Cher  Wang,  the  daughter  of  plastics  maven  Y.C.  Wang,  turned  a  love  of  gadgets  into  a  fortune;  media  mogul 
Kerry  Stokes  of  Australia  is  on  the  move;  India's  flamboyant  liquor  tycoon  Vijay  Mallya  joins  the  list;  Japan's  Tadashi  Yanai  is  expanding  his 
Uniqlo  fashion  line  to  the  U.S.;  with  his  two  brothers,  Walter  Kwok  runs  Sun  Hung  Kai  Properties,  a  giant  real  estate  developer  in  Hong  Kong. 


e 
cc 

Name  Country 

NET  WORTH  Source 

(SBIL) 

AGE 

■g     Name  Country                   net  worth  Source 

£  (SBIL) 

AGE 

5 

Lakshmi  Mittal  India 

$23.5  steel 

55 

T 

104  Anil  Ambani  India 

5.7  diversified 

46  / 

10 

Li  Ka-shing  Hong  Kong 

18.8  diversified 

77 

▲ 

107  Yasuo  Takei  &  family  Japan 

5.4  credit 

76  j 

25 

Azim  Premji  India 

13.3  software 

60 

107  YC  Wang  Taiwan 

5.4  chemicals 

89  4 

35 

ft,  T  &  W  Kwok  Hong  Kong 

11.6  real  estate 

▲ 

109  Kunio  Busujima  &  family  lapan 

5.2  gaming 

80  i 

37 

Lee  Shau  Kee  Hong  Kong 

1 1 .0  real  estate 

78 

A 

112  Cheng  Yu-tung  Hong  Kong 

5.1  real  estate 

80  i 

56 

Mukesh  Ambani  India 

8.5  petrochemicals 

48 

/ 

114  Robert  Kuok  Malaysia 

5.0  diversified 

82  - 

82 

Kun-Hee  Lee  &  family  South  Korea    6.6  Samsung 

64 

▲ 

114  James  Packer  Australia 

5.0  inherited 

84 

Stanley  Ho  Hong  Kong 

6.5  gaming 

84 

A 

114  KP  Singh  India 

5.0  real  estate 
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king  the  most  of  your 


mailstream 


or,  how  to  drive  new  growth  when 
-you've  plumb  run  out  of  ideas. 


AT  PITNEY  BOWES,  we  know  how  to  turn  your 
mailstream  into  a  profit  engine.  By  optimizing  the 
complex  flow  of  mail,  documents,  email,  and 
packages  that  stream  out  of,  into  and  through  your 
business,  we  can  help  you  significantly  increase 
customer  acquisition,  retention  and  loyalty— and 
dramatically  decrease  costs.  And  because  we're 
the  only  company  that  offers  end-to-end  mailstream 
solutions,  from  data  management  to  personalized 
document  creation,  production,  and  distribution, 
you  can  see  results  a  lot  faster. 

Visit  pb.com/mailstream  to  learn  more. 


Djp  Pitney  Bowes 


Engineering  the  flow  of  communication"1 


ASIA 


N     Name. Country  networth 

\£  (SBIL) 

Source 

AGE 

-£     Name  Country 

K 

NET  WORTH 
(SBIL) 

Source 

AGI 

125  Sunil  Mittal  India 

4.9 

telecom 

48 

A 

410  Rachman  Halim  &  family  Indonesia 

1.9 

tobacco 

58 

133  Nobutada  Saji  &  family  Japan 

4.7 

beverages 

60 

▼ 

410  Hiroshi  Yamauchi  Japan 

1.9 

Nintendo 

78 

136  Akira  Mori  &  family  Japan 

4.5 

real  estate 

68 

▲ 

428  R  Budi  Hartono  Indonesia 

1.8 

tobacco 

65 

136  Shin  Kyuk-Ho  &  family  South  Korea 

4.5 

candy 

83 

▲ 

451  Tetsuro  Funai  Japan 

1.7 

VCRs 

79 

140  Kumar  Birla  India 

4.4 

commodities 

38 

▲ 

451  Graeme  Hart  New  Zealand 

1.7 

investments 

50 

147  Terry  Gou  Taiwan 

4.3 

technology 

55 

A 

451  Joseph  Lau  Hong  Kong 

1.7 

real  estate 

54 

147  Ananda  Krishnan  Malaysia 

4.3 

diversified 

67 

▲ 

451  Larry  Rong  Zhijian  China 

1.7 

diversified 

64 

1 54  Eitaro  Itoyama  &  family  Japan 

4.2 

golf  courses 

63 

▼ 

451  Lucio  Tan  Philippines 

1.7 

diversified 

71 

154  Nina  Wang  I  long  Kong 

4.2 

real  estate 

A 

451  Wong  Kwong  Yu  China 

1.7 

appliances 

36 

154  Taoashi  Yanai  &  family  Japan 

4.2 

retail 

57 

A 

486  Ryoichi  Jinnai  Japan 

1.6 

credit 

79 

168  Shiv  Nadar  India 

4.0 

technology 

60 

A 

486  Barry  Lam  Taiwan 

1.6 

laptops 

56 

174  Michael  Kadoorie  &  fam  Hong  Kong 

3.8 

diversified 

65 

T 

486  Lee  Shin  Cheng  Malaysia 

1.6 

agriculture 

66 

174  Frank  Lowy  &  family  Australia 

3.8 

malls 

75 

A 

512  William  Fung  Hong  Kong 

1.5 

apparel 

58 

174  Ng  Teng  Fong  Singapore 

3.8 

real  estate 

77 

▲ 

512  Naresh  Goyal  India 

1.5 

aviation 

56 

181  Henry  Fok  Hong  Kong 

3.7 

gaming 

82 

▲ 

512  Lui  Che  Woo  Hong  Kong 

1.5 

gaming 

76 

185  Masatoshi  Ito  Japan 

3.6 

retail 

81 

▲ 

512  Henry  Sy  8i  family  Philippines 

1.5 

malls 

81 

185  Kwek  Leng  Beng  &  family  Singapore 

3.6 

hotels 

65 

▼ 

562  John  Gandel  Australia 

1.4 

real  estate 

71 

185  Pallonji  Mistry  India 

3.6 

construction 

76 

A 

562  Baba  Kalyani  India 

VA 

engineering 

57 

207  Chung  Mong-Koo  &  fam  South  Korea 

3.3 

Hyundai 

68 

A 

562  Lee  Myunghee  South  Korea 

1.4 

retail 

62 

207  Anurag  Dikshit  India 

3.3 

online  gaming 

34 

★ 

562  Vincent  Lo  Hong  Kong 

1.4 

real  estate 

57 

207  Tsai  Wan  Tsai  &  family  Taiwan 

3.3 

banking 

76 

A 

562  Tulsi  Tanti  India 

1.4 

wind  energy 

48 

214  Yoshitaka  Fukuda  &  family  Japan 

3.2 

credit 

58 

T 

606  Liu  Yongxing  China 

1.3 

agri,  aluminum 

57 

214  Charoen  Sirivadhanabhakdi  Thailand 

3.2 

alcohol 

61 

▲ 

606  Hideo  Morita  &  family  lapan 

1.3 

Sony 

54 

221  Masayoshi  Son  Japan 

3.1 

Softbank 

48 

▼ 

606  Harry  Triguboff  Australia 

1.3 

real  estate 

73 

224  Lee  Seng  Wee  &  family  Singapore 

3.0 

banking 

81 

606  J  Zobel  de  Ayala  &  fam  Philippines 

1.3 

diversified 

71 

224  Hiroshi  Mikitani  Japan 

3.0 

e-commerce 

41 

*> 

645  William  Ding  China 

1.2 

Internet 

35 

224  Takemitsu  Takizaki  Japan 

3.0 

sensors 

60 

▲ 

645  Soichiro  Fukutake  Japan 

1.2 

education 

60 

245  Anil  Agarwal  India 

2.8 

mining,  metals 

52 

A 

645  NR  Narayana  Murthy  India 

1.2 

software 

59 

245  Lim  Goh  Tong  Malaysia 

2.8 

gaming 

88 

A 

645  Kazuo  Okada  &  family  Japan 

1.2 

gaming 

63 

245  Ravi  &  Shashi  Ruia  India 

2.8 

diversified 

★ 

645  Kenshin  Oshima  Japan 

1.2 

finance 

58 

258  Vladimir  Kim  Kazakhstan 

2.7 

mining 

45 

★ 

645  Yoshiaki  Tsutsumi  Japan 

1.2 

real  estate 

71 

258  Michael  Ying  Hong  Kong 

2.7 

Esprit 

56 

A 

645  Tadahiro  Yoshida  &  family  Japan 

1.2 

zippers 

59 

278  Chen  Din  Hwa  Hong  Kong 

2.6 

real  estate 

83 

A 

698  Chu  Mang  Yee  China 

1.1 

real  estate 

278  Adi  Godrej  &  family  India 

2.6 

diversified 

63 

A 

698  Guo  Guangchang  China 

1.1 

diversified 

39 

292  Fukuzo  Iwasaki  Japan 

2.5 

real  estate 

81 

T 

698  Han  Chang-Woo  &  family  Japan 

1.1 

gaming 

75 

292  Chaleo  Yoovidhya  Thailand 

2.5 

Red  Bull 

74 

▲ 

698  Hui  Wing  Mau  China 

1.1 

real  estate 

317  Dhanin  Chearavanont  ft  fam  Thailand 

2.4 

agriculture 

66 

▲ 

698  Katsuhiro  Kinoshita  Japan 

1.1 

credit 

317  Indu  Jain  India 

2.4 

media 

69 

★ 

698  Kyosuke  Kinoshita  Japan 

1.1 

credit 

65 

317  Dilip  Shanghvi  India 

2.4 

pharmaceuticals 

50 

▲ 

698  Shigeyoshi  Kinoshita  Japan 

1.1 

credit 

56 

317  Wee  Cho  Yaw  Singapore 

2.4 

banking 

77 

▲ 

698  Uday  Kotak  India 

1.1 

banking 

47 

335  Richard  Pratt  Australia 

2.3 

packaging 

71 

698  Richard  Li  Hong  Kong 

1.1 

telecom 

39 

335  Yasumitsu  Shigeta  Japan 

2.3 

telecom 

41 

T 

698  Hajime  Satomi  Japan 

1.1 

gaming 

64 

335  Peter  Woo  &  family  Hong  Kong 

2.3 

real  estate 

60 

▲ 

698  Yeoh  Tiong  Lay  &  family  Malaysia 

1.1 

construction 

76 

350  Shi  Zhengrong  Australia 

2.2 

solar  energy 

43 

★ 

746  Subhash  Chandra  India 

1.0 

media 

55 

365  Teh  Hong  Piow  Malaysia 

2.1 

banking 

76 

V 

746  Habil  Khorakiwala  India 

1.0 

pharmaceuticals 

63 

365  Cher  Wang  &  Wenchi  Chen  Taiwan 

2.1 

technology 

* 

746  Liu  Yonghao  China 

1.0 

agriculture,  invest  54 

365  Patrick  Wang  &  family  Hong  Kong 

2.1 

micromotors 

55 

— 

746  Vijay  Mallya  India 

1.0 

liquor 

50 

382  R  &  C  Chandler  New  Zealand 

2.0 

investments 

★ 

746  Kerry  Stokes  Australia 

1.0 

media,  Caterpillar  64 

382  Alijan  ibragimov  Kazakhstan 

2.0 

mining,  metals 

52 

746  Tiong  Hiew  King  Malaysia 

1.0 

timber 

70 

382  Quek  Leng  Chan  Malaysia 

2.0 

banking 

65 

T 
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Special  Advertising  Section 


It's  all  about... 

GREAT  MEETINGS 

SOPHISTICATED,  FUN,  LUXURIOUS. ..ONLY  ORLANDO 


ORIAJMDO 

We  Promise  Great  Meetings 

Orlando/Orange  County  Convention  &  Visitors  Bureau 
800-662-2825  •  orlandoconvention.com 


MAKE  A  GREAT  MEETING  CHOICE. 
Orlando. 

fleeting  planners  have  validated  Orlando  as  a  premier  destination 
for  corporate  meetings,  conventions,  tradeshows  and  incentive 
travel!  Why?  Because,  Orlando  has  transformed  itself  into  a  com- 
plete resort  destination  offering  visitors  an  incredible  selection  of 
amenities  and  choices. 

^A^H-inclusive  resort  properties  are  in  demand  and  Orlando  is 
home  to  some  of  the  world's  best.  But  no  matter  what  you're  look- 
ing for;  whether  planning  a  quick  huddle  for  a  group  of  50  or  a 
week-long  tradeshow  for  50,000,  you  will  always  find  a  perfect 
venue  among  our  65  meeting  hotels  and  resorts. 

/\fter  a  hard  day  of  work,  you  and  your  colleagues  will  enjoy 
exquisite  meals  or  a  night  on  the  town.  Orlando  offers  a  surprising 
array  of  stylish,  sophisticated  and  out-of-the-ordinary  dining 
options.  Many  are  operated  by  some  of  the  most  talked  about 
chefs  in  the  country  including  Norman  Van  Aken,  Todd  English, 
Melissa  Kelly,  Emenl  Lagasse,  Roy  Yamaguchi  and  Wolfgang  Puck. 
But  there  are  many  more  from  which  to  choose.  For  shoppers, 
Orlando  showcases  a  lineup  of  who's  who  in  the  retail  fashion 
industry,  including  Versace,  Gucci,  Giorgio  Armani,  Nicole  Miller 
Tiffany  &  Co.,  Neiman  Marcus...  need  we  say  more? 


Orlando/Orange  County  Convention  &  Visitors  Bureau 
800-662-282S  •  orlandoconvention.com 


wgr     in}  Tplk    f  f 


MAKE' A  FUN  MEETING  CHOICE. 
Golf  or  Spas. 

Planning  a  golf  outing  as  part  of  your  meeting?  Orlando 
tops  the  list  with  over  168  courses,  many  designed  by  world- 
renowned  golf  course  architects.  Need  to  clean  up  that  swing? 
Eighteen  first  rate  golf  academies  can  help. 

"fo  unwind  after  a  day  of  meetings,  some  of  your  colleagues 
may  enjoy  a  bit  of  indulgence  and  choose  from  our  collection  of 
I  I  full-service  spas.  Guests  can  choose  from  citrus  consultants, 
hot  canyon  stone  massages,  and  exotic  spa  experiences  rooted  in 
Balinese  healing  traditions. 

MAKE  AN  EASY  MEETING  CHOICE. 

fo  serve  you  in  finding  a  venue  or  planning  your  next  event 
is  the  Orlando/Orange  County  Convention  &  Visitors  Bureau, 
Orlando's  only  official  destination  representative.  Our  sales  and 
service  managers  are  ready  to  become  your  personal  planning 
consultants  to  find  your  venues  or  create  customized  programs 
that  are  memorable  and  exceed  your  attendees'  expectations. 
Please  visit  us  today  at  orlandoconvention.com,  e-mail  us  at 
karen.maureen@orlandocvb.com,  or  call  800-662-2825  and 
allow  us  to  help  you  plan  a  great  meeting  in  sensational,  fun, 
yet  sophisticated...  Orlando. 


Orlando/Orange  County  Convention  &  Visitors  Bureau 
800-662  2825  •  orlandoconvention.com 


ORIANDO 

fm 

1  /  JF 

m 

4 

"Just  as  you  are  committed  to  your  customers  Orlando  is  committed  to  you  and 
your  meeting.  Start  planning  your  great  meeting  with  great  support  from  our  team 
here  at  the  Orlando  CVB.  We  know  your  expectation  is  great  service  and 
our  goal  is  excellent  service.  Call  us. ..I  know  you  will  have  a  great  meeting" 

—  Bill  Peeper,  president  of  the  Orlando  CVB 


Orlando/Orange  County  Convention  &  Visitors  Bureau 
800-662-2825  •  orlandoconvention.com 


SEE  GORGEOUS  SUNSETS, 

CASCADING  WATERFALLS 

AND  YOUR  COMPANY'S  FUTURE. 


At  The  Hyatt  Regency  Grand  Cypress,  your  event  options  are  limitless. 
Choose  from  29  luxurious  meeting  rooms,  Grand  Ballroom  totaling 
over  65,000  square  feet  of  space.  The  exceptional  service  provided  by 
our  experienced  staff  will  make  sure  your  meeting  is  a  memorable  one. 
For  our  sales  team  call  407-239-1234  or  visit  hyattgrandcypress.com. 
This  is  not  your  typical  hotel  story.  This  is  the  Hyatt  Touch™. 
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▼  REGENCY 
GRAND  CYPRESS 


ORLANDO 


Coming  2008, 

the  new  and  expanded 

Peabody  Orlando. 


We're  going  to  need 

more  ducks 
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I  AM  ROSEN  SHINGLE  CREEK. 


To  celebrate  the  future,  honor  the  past.  Nestled  on  historic  Shingle  Creek,  headwaters  of  the  Everglades,  the  luxurious 
Shingle  Creek  Resort  is  destined  to  become  Central  Florida's  premier  business  resort.  All  230  acres  of  it.  With  its  balance  of 
elegance  and  business  sawy,  it's  no  wonder  meetings  are  already  being  booked.  Anxiously  awaited.  Respectfully  Rosen. 

•  95,000  sq.  ft  column-free  ballroom  "f**-  •  1,500  luxurious  rooms  6  suites 

•  250.000  sq.  ft.  of  meeting  space  n\  fTROSEN  •  Full-service  Spa  S  Health  Club 

•  55,000  sq.  ft.  breakout  rooms  OHXNGLE  V^REEK  •  Shingle  Creek  Golf  Course 
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"They  took  us  from 

Dan  Leong 

Chief  Operating  Officer 
USMotivation 


From  their  innovative  meeting  services,  to  their  progressive 
cuisine,  to  their  creative  hospitality,  the  Walt  Disney  World 
Swan  and  Dolphin  makes  it  easy  to  bring  your  vision  of  a 
perfect  meeting  to  reality. 

•  NEW!  The  Mandara  Spa,  a  Balinese-inspired  retreat 

•  2,267  new  guest  rooms  and  suites,  all  with 
Westin  Heavenly  Beds* 

•  329,000  square  feet  of  meeting  space,  including 
1 10,500  square  feet  of  convention/exhibit  space 

•  82  meeting  rooms  and  2  executive  boardrooms 

•  4  ballrooms 

•  The  pillarless,  50,000-square-foot  Pacific  Hall 

•  17  themed  restaurants  and  lounges 

To  add  some  real  creativity  to  your  next  meeting,  call  800  5244939 
for  your  own  personal  site  inspection. 
www.swandolphinmeetings.com 


Take  your  next  meeting  to  a  owt'om.  ^(aet 


Grande  Lakes  Orlando  is  an  elegant  oasis  in  one  of  the  world's  premier  destinations.  Its  two  magnificent 
hotels  are  surrounded  by  500  lush  acres  at  the  headwaters  of  the  Florida  Everglades,  nestled  in  the  middle 
of  a  1 ,000-acre  nature  preserve.  Together,  the  584-room  Ritz-Carlton  Orlando,  Grande  Lakes  and  the 
1,000-room  JW  Marriott  Orlando,  Grande  Lakes  provide  134,300  square  feet  of  flexible  meeting  space  and 
1 17,000  square  feet  of  outdoor  event  area.  As  you  plan  for  2006,  remember  that  the  new  14,135-square-foot 
ballroom  at  The  Ritz-Carlton  is  scheduled  to  open  next  fall. 

The  resort  is  truly  a  work  of  art,  adorned  with  lush  gardens  and  outdoor  heated  pools  including 
a  lazy  river.  Award-winning  signature  cuisine  from  1 1  unique  on-site  dining  options.  The  secluded  and 
elegant  Ritz-Carlton  Spa,  and  the  premier  1 8-hole  Greg  Norman  Signature  Golf  Course  featuring  a 
unique  Golf  Caddie  Concierge  Program.  All  conveniently  located  between  the  airport,  the  convention 
center  and  the  attractions. 


lo  learn  more  about  where  great  names  meet, 
call  407-393-4319  or  visit  www.grandelakesmeetings.com. 
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Where  Great  Names  Meet 
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By  Curtis  Rist 


WITH  THE  RIGHT  PLANNING, 
CORPORATE  REWARDS  TRIPS  AND 
EXECUTIVE  MEETINGS  CAN  YIELD 
STRONG  RETURNS  ON  INVESTMENT. 


Advertisement  2 


In  an  age  of  diversity  in  the  workplace,  one  employee's  dream  trip  can  be  another's  exercise  in  drudge 
Take  the  example  of  a  hardworking  sales  manager  —  a  woman,  in  this  case  —  who  has  exceeded  h 
goals  for  the  year.  Her  reward?  A  weeklong  trip  to  Hawaii  without  her  spouse  or  children.  "Now  I  won 
have  to  ask,  is  that  a  reward  that  will  motivate  greater  performance?"  says  Christine  Duffy,  chairwom 
of  Meeting  Professionals  International  (MPI),  and  the  president  and  chief  executive  officer  of  Marl 
Travel,  one  of  the  largest  meeting  and  event  management  companies  in  the  world.  "For  a  dual  incorl 
family  with  children  where  scheduling  challenges  abound,  this  is  the  wrong  incentive  to  the  wroi 
person,  which  means  that  it's  no  incentive  at  all." 


Gone  are  the  days  when  one  size  fits  all  for  incentive  travel 
as  well  as  for  off-site  executive  meetings,  in  general.  Instead, 
a  new  era  has  arrived  in  which  workforce  diversity  requires 
greater  creativity  in  planning  corporate  trips,  especially  those 
that  are  being  offered  as  bonuses  for  high  performance.  As 
obvious  as  this  may  seem  to  professional  meeting  planners, 
many  senior  executives  fail  to  take  note,  and  instead  plan  the 
same  incentive  trips  year  after  year,  decade  after  decade.  By 
contrast,  says  Duffy,  "success  in  this  environment  comes 
down  to  offering  choice,  which  requires  you  to  know  enough 
about  your  audience  to  know  which  choices  to  offer." 

The  strategies,  case  studies  and  expert  advice  that  follow 
will  help  guide  senior  executives  through  the  incentive  travel 
and  corporate  meeting  planning  process,  to  help  yield  a  high- 
er return  on  their  investment  dollars. 


INCENTIVE  TRAVEL:  THE  BASICS 

The  global  meetings  and  incentive  travel 
industry  is  expected  to  grow  for  a  third 
consecutive  year,  signaling  economic  and  cor- 
porate prosperity,  according  to  FutureWatch 
2006,  an  annual  industry  research  report  from 
MPI  and  American  Express. 

Much  of  this  growth  is  based  on  the  fact 
that  meetings  and  off-site  events  are 
increasingly  becoming  tools  for  furthering 
organizational  objectives.  In  a  survey  of  cor- 
porate meeting  planners,  some  71  %  indi- 
cated that  meetings  are  recognized  to  a 
great  extent  as  a  strategic  function  impor- 
tant to  the  growth  and  success  of  their 
organization.  Forty  nine  percent  of  planners 
said  the  perceived  value  of  meetings  has 
increased  over  the  past  year,  while  62% 
predict  it  will  grow  even  further  in  the  next 
two  to  three  years. 

With  proper  planning,  an  incentive  trip  or 


other  off-site  meeting  does  more  than  merely  entertain  the  p 
ticipants.  These  events  can  help  forge  relationships  with  poterr 
clients,  build  team  spirit  among  staff  members  to  help  th< 
meet  new  challenges  or  reward  longtime  employees  for  meeti 
specific  goals.  Unlike  cash  bonuses  or  outright  gifts,  these  typ j 
of  trips  and  events  build  lasting  bonds  between  people  and  a  c 
porate  entity 

What  makes  incentive  travel  or  executive  meetings  with 
incentive  component  more  difficult  to  plan  than  other  events 
the  attention  to  detail  that  is  essential  to  make  them  go  smootH 
"The  exact  ingredients  that  go  into  making  a  memorable  meeti 
or  event  can  be  elusive,  but  everyone  knows  when  things 
working  well,"  says  Michael  Gehrisch,  president  and  chief  executi 
officer  of  Destination  Marketing  Association  International,  whi 
represents  more  than  600  meeting  planning  organizations  arou 
the  world.  "It  comes  down  to  focusing  on  your  goals,  paying  attg 
tion  to  your  audience  and  giving  them  the  things  they  want." 


MEETING  ATTENDEES 
GREATER  FORT  LAUDERDALE'S  23 
PRISTINE,  BLUE  WAVE-CERTIFIED  B 


Meetings  made  easy. 

Come,  regroup  with  ease  amid  23  miles  of  Blue  Wave  beaches  and  300  miles  of  navigable 
waterways.  Discover  a  top-rated  international  airport;  32,000  notel  rooms;  and  3,500  restaurants. 
Explore  the  business  amenities,  meeting  spaces  and  high-end  food  service  within  the  newly 
expanded  600,000  sq.  ft.  state  of  the  art  Broward  County  Convention  Center.  Plus,  enjoy  the 
comprehensive  "Sunsational  Services"  of  our  expert,  award-winning  staff. 

Visit  www.sunny.org/meetingplanners  or  call  800-356-1662 

for  your  FREE  Meeting  Planners  Guide  today. 

greater  FORT  LAUDERDALE 
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TURNING  TO  THE  EXPERTS 

Professional  meeting  planners  play  an  increasingly  vital 
role  because  of  the  intricacies  involved  in  planning  a  suc- 
cessful incentive  trip  or  off-site  corporate  meeting.  They  can 
help  streamline  the  process,  which  is  important,  as  demand 
has  grown  for  top-quality  services.  The  growing  demand 
means  that  companies  have  to  begin  planning  their  events 
farther  in  advance  —  often  a  year  to  18  months  —  in  order 
to  book  the  facilities  they're  interested  in,  as  well  as  to 
accomplish  their  objectives. 

"The  biggest  mistake  that  people  can  make  when  plan- 
ning a  meeting  is  to  begin  by  choosing  a  destination  —  and 
it  even  goes  to  the  point  where  many  senior  executives 
have  their  administrative  assistants  find  the  hotel  and  sign 
the  contract,"  says  MPI's  Duffy.  Instead,  the  most  impor- 
tant first  step  is  to  spell  out  the  company  objectives  clear- 
ly. "At  that  point,  a  meeting  professional,  whether  from 
within  your  organization  or  an  outsource  provider,  should 
be  brought  into  the  discussion,"  says  Duffy.  "Then,  let 
them  make  recommendations  based  on  what  you  want 
to  accomplish." 

That  discussion  will  result  in  a  range  of 
possibilities,  some  of  them  far  more  creative 
than  what  might  otherwise  have  been  envi- 
sioned. If  a  company  holds  a  giant  national 
sales  meeting  at  a  resort  each  year,  for 
example,  but  its  objective  is  to  build  cama- 
raderie among  individual  teams  of  workers,  it 
may  be  better  served  by  considering  a  series 
of  smaller  regional  meetings.  "There  may  be 
more  time  and  opportunity  for  people  to 
interface  with  senior  executives,  and  there 
may  be  better  opportunities  for  brainstorm- 
ing and  creativity,"  says  Duffy.  Then  again, 
there  may  be  times  —  such  as  a  big  product 
launch  —  when  it  makes  sense  to  bring 
together  a  large  group  of  people  to  rally 
around  the  corporate  message.  "The  point  is 
that  those  are  the  questions  that  need  to  be 
addressed  first,  rather  than  which  hotel  the 
event  should  be  held  at,"  she  says. 

Incentive  travel  can  be  helpful  in  furthering 
business  goals,  and  can  be  especially  power- 
ful in  helping  to  build  solid  business  relation- 
ships. These  can  include  relationships  among 
staff  members  at  a  single  enterprise,  those  of 
companies  that  are  set  to  merge  or  relation- 
ships with  clients  that  transcend  the  ups  and 
downs  of  markets.  While  a  traditional  meet- 


ing  or  seminar  provides  a  platform  to  develop  and  deliver  a  coi 
message,  incentive  travel  and  other  events  focused  on  rewarc 
provide  a  superb  opportunity  to  drive  that  message  home 
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EXPERT  HELP,  FREE  OF  CHARGE 

Planning  a  meeting  or  event  can  be  an  expensive  effor 
To  help  in  this  process,  professional  meeting-planning  assi 
tance  can  be  found  free  of  charge  in  most  areas  by  contac 
ing  local  convention  and  visitors  bureaus  or  association 
known  as  CVBs.  "In  planning  a  meeting,  a  CVB  ranks  as  th 
best  bargain  on  the  planet,"  says  Dennis  Edwards,  senic 
vice  president  of  the  Greater  Fort  Lauderdale  Convention 
Visitors  Bureau. 

These  organizations,  which  can  be  found  in  every  regie]  g:' 
of  the  country  as  well  as  worldwide,  know  their  territorie |ors ' 
better  than  anyone  and  can  help  find  the  best  locations  f< 
any  type  of  meeting.  In  addition,  they  can  help  provide  othe 
services  such  as  group  transportation,  travel  to  and  fror  ;cer 
the  airport  and  even  meeting  staffing.  There  are  regiorJler.\e 
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whose  CVBs  can  help  companies  accomplish  their  goals,  i 
a  price  they  can  afford 
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PARTNERS  YOU  CAN  TRUST 

Convention  and  visitors  bureaus  and  associations  —  which  can  be  found  in  jua 
about  every  city  and  region  of  the  country  —  provide  one-stop  shopping  fa 
companies  planning  an  executive  meeting  or  incentive  trip.  "Our  membe 
organizations  are  a  great  source  of  unbiased  help,"  says  Michael  Gehriscl 
president  and  chief  executive  officer  of  the  Washington,  D.C.-based  Destinati 
Marketing  Association  International,  which  represents  more  than  600  such  grou 
around  the  world.  "We  become  partners  with  our  corporate  clients  to  make  sui 
their  meeting  or  event  is  a  success."  Other  CVB  advantages  include  the  following: 

•  A  CVB  is  the  destination  expert  The  bureaus  and  associations  know  the  hotels  thi 
can  accommodate  meetings  and  events,  as  well  as  sites  for  activities  that  cai 
enhance  the  overall  goals  of  a  company. 

•  A  CVB  saves  meeting  planners  time  and  money.  Staff  members  are  willing  to 
most  of  the  legwork  in  planning  an  event  at  no  cost,  and  can  often  create 
detailed  proposal  on  the  possibilities  in  just  24  hours. 

•  A  CVB  can  help  personalize  meetings  and  events.  These  organizations  are  familial 
with  the  hidden  assets,  opportunities  and  entertainment  possibilities  in  a  city  o 
region.  They  can  help  turn  an  ordinary  event  into  something  extraordinary. 

•  A  CVB  can  handle  special  arrangements.  A  CVB  is  a  meeting  planner's  advocate  fa 
special  needs.  If  your  meeting  needs  a  street  blocked  off  or  an  appearance  from  ttn 
mayor,  the  CVB  can  help  facilitate  such  requests.  A  CVB  also  provides  insight  intc 
destination  activities  going  on  during  your  meeting  dates,  and  can  alert  you  to  arq 
conflicts  of  interest. 


A  CVB  assists  with  all  aspects  of  a  meeting.  Working  with  corporate  clients,  CVB 
are  prepared  to  volunteer  in  major  ways  to  assist  with  an  event,  right  down  to  greet 
ing  arrivals  at  the  airport. 
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"We're  extremely  excited 
about  so  many  high-end 
luxury  hotels  coming  into 
our  market ...  it  certainty 
opens  up  additional 
opportunities  for  high-end 
corporate  and  incentive 
business." 

—  Dennis  Edwards, 
Senior  Vice.  President, 
Greater  Fort  Lauderdale  CVB 


6  EATER  FORT  LAUDERDALE,  FLORIDA 

■recent  years,  Fort  Lauderdale  has  undergone  a  major  facelift 
■has  increased  the  number  of  luxury  hotels  coming  into  the 
l.et. These  include  the  Fort  Lauderdale  Beach  Hilton  Hotel,  as 
las  the  St.  Regis  and  the  W  Hotel  —  to  be  followed  by  two 
ip  hotels  in  2007.  "We're  extremely  excited  about  so  many 
end  luxury  hotels  coming  into  our  market,"  says  Edwards, 
i  a  great  indication  of  the  type  of  quality  destination  that 
3  becoming.  And  it  certainly  opens  up  additional  opportuni- 
or  high-end  corporate  and  incentive  business." 
ng  known  for  its  beaches  and  yachting  adventures,  the  Fort 
erdale  area  has  recently  grown  from  a  cultural  standpoint  as 
-  hosting  the  current  "King  Tut"  exhibit  through  April, 
g  with  new  luxury  hotel  properties  and  the  vast  range  of  golf 
ns,  the  area  continues  to  add  more  world-class  spas.  This 
des  the  renowned  Golden  Door  Spa,  which  will  soon  open 
e  Bonaventure  Resort.  More  upscale  restaurants  continue 
pen,  including  those  at  the  Galleria  Mall,  which  recently 
rwent  an  extensive  $18  million  makeover, 
r  business  and  incentive  travelers,  Fort  Lauderdale  encom- 
es  the  best  of  both  worlds.  "We  have  world-class  facilities, 


YES.  OUR  MEETING  SPACE  IS  EXPANSIVE  AND  BEAUTIFULLY  DESIGNED. 

THEN  AGAIN,  SO  ARE  OUR  SPACES  WITHOUT  WALLS. 


ition 


that  the  beautifully  designed  Palm 

350,000   sq.  ft.  of  upscale   space   outfitted  with   up-to-the-minute  technology,  attendees 
5  well-positioned  near  the  airport,  beaches,  and  restaurants.  There  are  also  over 
srgeous  golf  courses  to  choose  from.  Let  With  Our  Compliments  concierge  ^Ty~ 

Palm 


Center  is  open,  it's  an  even  better  time  to  plan  your  meeting  here. 

will   be   impressed   and  inspired. 


am  help  you  plan  your  event  at  no  cost  to  you. Then  experience  what  p^Jjjl BficlCh COUIlty Convention Center 
iss-and  pleasure-are  like  in  Palm  Beach  County.  Call  1 .800.833.5733  or  visit        ^  ^  0p  EvKRYXmNG  F()R  EvFRY  fcyKNT" 


.palmbeachfl.com/for  to  get  started. 
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There  are  more  than 
mm  f\  upscale 

^%  m  m  restauran*s 
with  15,000 

seats  within  a 

10-mile  radius  of 

the  Orange  County 

Convention  Center. 


spas,  restaurants,  beaches  and  resorts,"  says  Edwards 
because 'we  have  one  of  the  most  affordable  airports  in 
country  and  so  many  low-fare  carriers  servicing  our  areas 
ting  here  is  quick  and  easy  —  with  direct  service  from  68  cit 


FIVE  STEPS  TO  MEETING  SUCCESS 

At  its  core,  incentive  travel  is  intended  as  a  reward,  whether  for  clients,  cus- 
tomers or  employees.  It  can  be  used  to  recognize  people  for  their  achieve- 
ments, or  simply  as  a  venue  to  forge  business  relationships.  Here  are  the 
steps  meeting  planning  experts  recommend  to  help  create  an  event  that's 
successful,  fun  and  memorable. 

•  Make  the  event  easily  accessible.  As  a  rule,  direct  airline  flights  are  better 
than  those  requiring  several  legs.  Ideally,  keep  all  events  within  a  30-mile 
radius  of  the  airport. 

•  Focus  on  the  overall  experience.  Incentive  travel  works  best  when  people  are 
removed  from  the  typical  hotel  environment.  Instead,  choose  world-class  resorts 
as  well  as  smaller  boutique  hotels,  and  don't  overlook  unusual  venues  such  as 

first-rate  ranches. 

•  Match  the  location  to  the  group.  People  need  to  feel  comfortable  on  trips  that 
are  offered  as  rewards.  Being  respectful  of  the  desires  and  the  backgrounds  of 
a  group  will  help  achieve  the  best  results. 

•  Focus  on  the  value  of  a  trip,  rather  than  the  cost.  Incentive  travel  is  expensive, 
but  it's  the  return  on  the  dollar  —  rather  than  the  actual  cost  —  that  should  be 
of  greatest  importance  to  a  company.  Paring  down  costs  simply  for  the  sake  of 
lowering  the  tina!  bill  can  often  have  negative  consequences. 

•  Consider  family  members  of  those  invited  on  the  trip.  Time  is  the  greatest 
shortage  most  people  have,  especially  with  respect  to  their  families.  When 
planning  an  incentive  trip,  consider  the  possibilities  of  broadening  the  invitation 
to  include  family  members,  which  will  greatly  enhance  their  experience. 
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ORLANDO/ORANGE  COUNTY,  FLORIDA 

"What  a  great  meeting  we  had  in  Orlando  ..." 
This  is  the  sentiment  that  meeting  planners  hope  to 
from  their  attendees  and  management  —  moments  that 
live  on  in  their  minds  for  years  to  come. 

As  a  premier  destination  for  meetings,  conventions,  t| 
shows  and  incentive  travel,  Orlando  has  just  the  assortrr 
of  entertainment  options  to  inspire  such  comments.  Whe 
it's  a  celebration  over  dinner,  a  night  out  on  the  towi 
rejuvenating  spa  treatment  or  an  enlightening  cultl 
exchange,  delegates  to  Orlando  meetings  will  take  horn 
more  than  they  expected,  while  management  meets 
important  meeting  goals. 

Orlando  is  an  area  that  makes  that  possible,  and  has  tr. 
formed  itself  into  a  sophisticated  destination  for  business  a 
ers  and  meetings  and  conventions.  With  great,  new  ups 
accommodations  and  resorts,  shopping 
golf  courses,  11  destination  spas  and 
dining,  it  is  the  perfect  place  to  coml 
business  and  fun  —  all  of  which  can 
arranged  with  help  from  the  Orlando/Ora 
County  Convention  &  Visitors  Bureau 
area  is  a  world-class  meeting  destin 
with  a  variety  of  facilities  that  accommoi 
small  groups  as  well  as  large,  citywide 
ventions  and  trade  shows. 

Orlando's  Orange  County  Conven 
Center,  for  example,  is  ranked  second  in 
U.S.  in  terms  of  exhibition  space  with  rr 
than  2.1  million  square  feet.  The  Center 
offers  479,190  square  feet  of  mee 
rooms.  There  are  more  than  7,600  hi 
rooms  within  walking  distance  of  the  fac 
Conference  hotels,  resorts  and  freestana 
event  facilities  offer  an  additional  2.9 
lion. square  feet  of  meeting  space,  g 
planners  plenty  of  choices  for  their  mee' 
location  and  special  event  venues. 

Speaking  of  choices,  Orlando  now  boi 
a  vast  range  of  dining  options.  And  meei 
attendees  don't  have  to  travel  far:  there 
more  than  50  upscale  restaurants 
15,000  seats  within  a  10-mile  radius  of 
Orange  County  Convention  Center. 


nsrr 


rC:6' 


ors[ 
tssis 


:ree 
irran 
a 

x 

tail 
or  ci 
v 
pcfii 

ionvi 


Advertisement  7 


LM  BEACH  COUNTY,  FLORIDA 

Durism  is  Palm  Beach  County's  number-one  industry, 
erating  over  $2.6  billion  annually.  The  Palm  Beach  County 
vention  &  Visitors  Bureau  is  charged  with  marketing 
ism  for  Palm  Beach  County  domestically  and  in  interna- 
al  markets.  CVB  marketing  initiatives  include  strategic 
ertising  placement  and  promotions,  public  relations,  tour 
kage  development,  meetings  and  convention  sales  and 
/ices,  an  interactive  Web  site,  customized  destination 
erials,  a  visitor  call  center,  airport  marketing  and  booking  a 
\j,  high-tech,  $84  million  Convention  Center, 
he  Palm  Beach  County  CVB  provides  a  world-class  des- 
tion  for  the  groups  and  meetings  market  within  the 
onal  and  international  meeting  and  exhibition  trade, 
hatever  it  is,  we  can  get  the  job  done,"  saysW.  E.  "Mac" 
J_aughlin,  president  and  chief  executive  officer.  "We 
w  the  people,  we  know  the  facilities,  the  hotels,  the 
aurants,  the  services  and  we  know  them  all  personally, 
necting  with  us  connects  you  with  them." 
he  CVB's  staff  of  professionals  provides  a  tremendous 
vice  with  their  intimate  knowledge  of  venues  and  facili- 

within  the  county  that  can  meet  the 
cific  requirements  for  groups  from  10  to 
)00  people.  The  addition  of  the  350,000- 
are-foot  Convention  Center  in  the  heart 
/Vest  Palm  Beach  has  strengthened  the 
tination  as  a  mecca  for  business  travel 
convention  services. 
i  addition,  the  CVB,  through  a  free 
cierge-style  program  called  "With  Our 
npliments,"  routinely  helps  groups  of  all 
s  with  needs  such  as: 
ranging  off-site  venue  tours 
ssisting  and  researching  activities 
r  spouses 

ssisting  with  travel  arrangements, 
eluding  price  quotes 
esearching  and  recommending 
ntertainment  options 
reefing  guests  at  the  airport  and 
ranging  transportation  to  the  hotel 
onfidential  contracting  and  facilitation  of 
ound  transportation 

Dting  as  a  confidential,  one-stop  resource 
ir  coordination  of  special  event  planning, 
"lotographers,  event  designers  and 
ichnical/audio-visual  requirements 
acilitating  contracts  for  citywide 
)nventions 


"We  know  the  people,  we 
know  the  facilities,  the 
hotels,  the  restaurants,  the 
services  and  we  know  them 
all  personally.  Connecting 
with  us  connects  you 
with  them." 

-  W.  E.  "Mac"  McLaughlin, 

President  &  Chief  Executive  Officer, 
Palm  Beach  County  CVB 


LOCATED  JUST  3  MILES  Fl 
INTERNATIONAL  AIRPORT,  T 
PALM  BEACH  COUNTY  CON' 
BLENDS  THE  BEST  OF  HIG 
HIGH  TECH  FOR  MEETING  I 
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KNOW  YOUR  AUDIENCE 

Just  as  it  is  important  to  establish  a 
company's  goals  in  arranging  a  meeting 
or  incentive  travel  excursion,  it  is  also 
essential  to  tailor  the  trip's  offerings  to 
the  group.  A  survey  is  the  simplest  way 
to  accomplish  this  task.  By  polling  those 
involved  about  their  preferences,  the 
meeting  planner  can  organize  the  trip  to 
better  reflect  their  tastes. 

With  incentive  travel  in  particular,  it 
has  become  clear  that  the  survey 
should  include  not  just  the  perennial 
winners  in  an  organization,  but  should 
also  reach  out  to  those  farther  down 
the  ranks.  "The  top  prizes  always 
seem  to  go  to  the  same  high  perform- 
ers in  any  organization,  which  gives 
many  people  in  the  middle  a  sense  that 
they  can't  win,"  says  MPI's  Duffy. 
Offering  smaller  trips  directed  toward 
this  second  tier  can  offer  them  a  pow- 
erful new  incentive  to  achieve  more. 
"By  asking  them  what  they  might 
want,  what  might  inspire  them  to  meet 
their  goals,  you'll  have  their  interests 
—  and  your  company's  —  well  in 
hand,"  says  Duffy.  "The  insights  you'll 
discover  are  invaluable." 


WEB  ADDRESS  DIRECTORY 

Destination  Marketing 
Association  International 
www.OfficialTravelGuide.com 

Meeting  Professionals  International 
www.mpiweb.org 

Greater  Fort  Lauderdale  CVB/Broward  County 
www.sunny.org/meetingplanners 

Orlando/Orange  County  CVB 
www.orlandoconvention.com 

Palm  Beach  County  CVB 
www.paimbeachfl.com/for 


THE  EXECUTIVE  GUIDE  TO  MEETING!  tg 
CORPORATE  MEETING  HOT  SPOTS 


ORLANDO 

Great  resorts  and  meeting  facilities 
complement  a  surprising  array  of  fine- 
dining,  spa,  golf  and  high-fashion 
shopping  options.  Add  world-class 
theme  parks  that  provide  extraordinary 
backdrops  for  social  events  for  even 
the  most  sophisticated,  and  you  have 
all  the  elements  for  a  great  meeting. 
The  Orlando  CVB's  award-winning 
team  offers  support  from  site  visit  to 
event  planning,  all  free.  See  why  the 
Orlando  CVB  says,  "We  promise  great 
corporate  meetings." 

Visit  www.orlandoconvention.com 
and  click  on  Orlando  CVB, 
or  call  1-800-662-2825. 


ORIANDO 

We  Promise  Great  Meetings 

ORLANDO/ORANGE  COUNTY 
CONVENTION  &  VISITORS  BUREAU.  INC.5 


GREATER  FORT  LAUDERDALE 

The  reasons  to  bring  your  meeting  to 
Greater  Fort  Lauderdale  are  as  endless 
as  the  golden  sands  that  line  our 
palm-fringed  beaches.  These  include 
outstanding  facilities  with  the 
expanded  600,000-square-foot  Broward 
County  Convention  Center  and  easy 
access  with  585  daily  flights  to  Fort 
Lauderdale/Hollywood  International 
Airport.  In  addition,  we  have  33,000 
inviting  accommodations  plus  year-round 
sunshine,  golf,  outdoor  dining,  top 
shopping,  picturesque  waterways  and 
"sunsational"  service. 

For  more  information,  visit  us  at 
www.sunny.org/meetingplanners, 
or  call  1-800-356-1662. 


greater 
FORT  LAUDERDALE  ifc 

sunny.org 
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Middle  East  &  Africa 

'he  region  has  56  billionaires,  27  more  than  last  year.  As  a  group,  they  are  worth  $167  billion. 


lockwise:  Tuncay  Ozilhan  starred  in  Turkey's  version  of  "The  Apprentice."  Fashionable  heir  to  a  Turkish  fortune,  Filiz  Sahenk  is  one  of  her  country's 
>p  taxpayers.  Strong  demand  for  luxury  goods  helped  boost  Johann  Rupert's  fortune  by  $1  billion.  Saleh  Kamel  is  listing  his  banking  group. 


If     Name  Country                   net  worth  Source  : 
if                 "                                    .  (MIL) 

AGE 

-£     Name  Country 

net  worth  Source 

(SBIL) 

AGE 

Prince  Alwaleed  Saudi  Arabia          $20.0  investments 

49 

▼ 

451  Omer  Sabanci  Turkey 

1 .7  diversified 

47 

★ 

j  9    Nasser  Al-Kharaf i  &  family  Kuwait 

12.4  construction 

62 

A 

451  Sevket  Sabanci  Turkey 

1.7  diversified 

70 

A 

17    Sulaiman  Al  Rajhi  Saudi  Arabia 

11.0  banking 

86 

▲ 

486  Aydin  Dogan  Turkey 

1 .6  media 

70 

A 

1 7    Mohammed  Al  Amoudi  Saudi  Arabia  6.9  oil 

60 

▲ 

486  Donald  Gordon  South  Africa 

1.6  insurance,  malls 

75 

— 

1 7    Abdul  Aziz  Al  Ghurair  &  family  UAE  6.9  banking 

52 

▲ 

512  Turgay  Ciner  Turkey 

1.5  diversified 

50 

14    Saleh  Al  Rajhi  Saudi  Arabia 

6.5  banking 

94 

▲ 

512  Hasan  Colakoglu  Turkey 

1 .5  diversified 

★ 

09  Shari  Arison  Israel 

5.2  inheritance,  cruise  ships 

48 

T 

512  Husnu  Ozyegin  Turkey 

1.5  banking 

61 

A 

14  Saleh  Kamel  Saudi  Arabia 

5.0  diversified 

64 

▲ 

512  Ferit  Sahenk  Turkey 

1.5  diversified 

42 

/ 

29  Onsi  Sawiris  Egypt 

4.8  Orascom  Telecom 

76 

/ 

562  Abdulla  Al  Futtaim  UAE 

1.4  auto  dealers,  investments 

★ 

34  Nicky  Oppenheimer  &  fam  S.Africa 

4.6  De  Beers 

60 

▼ 

562  Bassam  Alghanim  Kuwait 

1.4  finance 

★ 

58  Saad  Hariri  Saudi  Arabia 

4.1  construction,  investments  35 

/ 

562  Kutayba  Alghanim  Kuwait 

1.4  diversified 

49 

★ 

,  74  Abdullah  Al  Rajhi  Saudi  Arabia 

3.8  banking 

★ 

562  Hind  Hariri  Lebanon 

1.4  inheritance 

22 

/ 

1 07  Johann  Rupert  &  family  South  Africa  3.3  luxury  goods 

55 

▲ 

606  Semahat  Arsel  Turkey 

1.3  diversified 

78 

/ 

14  K  Bin  Mahfouz  &  fam  Saudi  Arabia 

3.2  banking 

59 

▲ 

606  Erol  Sabanci  Turkey 

1.3  diversified 

68 

A 

:  24  Sammy  Ofer  &  family  Israel 

3.0  shipping 

84 

T 

606  Filiz  Sahenk  Turkey 

1.3  diversified 

39 

/ 

40  Arnon  Milchan  Israel 

2.9  New  Regency 

61 

▲ 

645  Suna  Kirac  Turkey 

1.2  diversified 

64 

/ 

58  Ayman  Hariri  Saudi  Arabia 

2.7  inheritance 

27 

/ 

645  Tuncay  Ozilhan  Turkey 

1.2  beverages 

59 

★ 

58  Fahd  Hariri  Lebanon 

2.7  inheritance 

25 

/ 

698  Bulent  Eczacibasi  Turkey 

1.1  pharmaceuticals 

56 

T 

78  Lev  Leviev  Israel 

2.6  diamonds 

50 

698  Kamil  Yazici  Turkey 

1.1  beverages 

76 

★ 

78  Naguib  Sawiris  Egypt 

2.6  Orascom  Telecom 

/ 

698  Ahmet  Zorlu  Turkey 

1.1  electronics,  finance 

61 

17  Stef  Wertheimer  &  family  Israel 

2.4  tools 

80 

▲ 

746  Majid  Al  Futtaim  UAE 

1 .0  real  estate 

* 

35  Khalaf  AlHabtoorUAE 

2.3  construction 

A 

746  Mahdi  Al-Tajir  UAE 

1.0  investments 

73 

* 

35  Mohammed  Al  Issa  Saudi  Arabia 

2.3  food 

★ 

746  Omer  Dinckok  Turkey 

1 .0  diversified 

★ 

.65  Mohammed  Al  Rajhi  Saudi  Arabia 

2.1  banking 

★ 

746  Morris  Kahn  Israel 

1.0  software 

76 

!82  Alexander  Machkevich  Israel 

2.0  mining  metals 

51 

▲ 

746  Mehmet  Karamehmet  &  fam  Turkey  1.0  finance,  telecom 

61 

*> 

!82  Yitzhak  Tshuva  Israel 

2.0  real  estate 

57 

★ 

746  Asim  Kibar  Turkey 

1 .0  diversified 

73 

* 

151  Nazek  Hariri  Lebanon 

1.7  inheritance 

/ 

746  Murat  Vargi  Turkey 

1 .0  telecom 

57 

* 

151  Rahmi  Koc  Turkey 

1.7  diversified 

75 

/ 

746  Faruk  Yalcin  Turkey 

1 .0  manufacturing 

81 

★ 

New  ★      Up  A     Down  T      Same  —     Returnee  *>     Split  fortune  / 
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Abele,  1  United  Slates 

148 

2.7 

Abraham,  S  United  States 

152 

1.8 

Abramov,  A  Russia 

137 

4.9 

Abramovich,  R  Russia 

136 

18.2 

Adelson,  S  United  States 

148 

16.1 

Agarwal,  A  India 

172 

2.8 

Akhmetov,  R  Ukraine 

138 

1.7 

Al  Amoudi,  M  Saudi  Arabia 

173 

6.9 

Al  Futtaim,  A  UAE 

173 

1.4 

Al  Futtaim,  M  UAE 

173 

1.0 

Al  Ghurair,  A  &  family  UAE 

173 

6.9 

Al  Habtoor,  K  UAE 

173 

2.3 

Al  Issa,  M  Saudi  Arabia 

173 

2.3 

Al  Rajhi,  A  Saudi  Arabia 

173 

3.8 

Al  Rajhi,  M  Saudi  Arabia 

173 

2.1 

Al  Rajhi,  S  Saudi  Arabia 

173 

11.0 

Al  Rajhi,  S  Saudi  Arabia 

173 

6.5 

Al-Kharafi,  N  &  family  Kuwait 

173 

12.4 

Al-Tajir,  M  United  Arab  Emirates 

173 

1.0 

Albrecht,  K  Germany 

136 

17.0 

Albrecht,  T  ( lermany 

136 

15.2 

Alekperov,  V  Russia 

136 

11.0 

Alghanim,  B  Kuwait 

173 

1.4 

Alghanim,  K  Kuwait 

173 

1.4 

Allen,  H  Jr  United  Slates 

150 

1.9 

Allen,  P  United  States 

148 

22.0 

Alsaud,  P  Saudi  Arabia 

173 

20.0 

Ambani,  A  India 

170 

5.7 

Ambani,  M  India 

170 

8.5 

Anderson,  J  United  States 

152 

1.4 

Andic  1  Spain 

138 

1.8 

Angelini,  A  Chile 

126 

3.7 

Anisimov,  V  Russia 

138 

1.3 

Annenberg,  L  United  States 

150 

2.0 

Anschutz,  P  United  States 

148 

6.4 

Ansin,  E  United  States 

158 

1.1 

Anthony,  B  United  Slates 

148 

12.4 

Aponte,  G  Switzerland 

137 

3.0 

Aramburuzabala,  M  &  fam  Mexia 

126 

2.0 

Arango,  J  Mexico 

126 

4.6 

Argyros,  G  United  States 

152 

1.4 

Arison,  M  United  States 

148 

6.1 

Arison,  S  Israel 

173 

5.2 

Armani,  G  Italy 

137 

4.1 

Arnall,  R  United  States 

148 

3.0 

Arnault,  B  Trance 

136  21.5 

Arrillaga,  J  United  States 

158 

1.1 

Arsel,  S  Turkey 

173 

1.3 

Auchi,  N  United  Kingdom 

137 

2.0 

Aven,  P  Russia 

137 

3.0 

Ayre,  C  Canada 

126 

1.0 

Azcarraga  Jean,  E  Mexico 

126 

1.7 
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Bacon,  L  United  States 

160 

1.0 

Bailey,  T  United  States 

156 

1.2 

Bailleres,  A  Mexico 

126 

2.8 

Ballmer,  S  United  States 

148 

13.6 

Barclay,  0  United  Kingdom 

137 

2.8 

Bass,  E  United  States 

156 

1.2 

Bass,  L  United  States 

152 

1.8 

Bass,  P  United  States 

160 

1.0 

Bass,  R  United  States 

148 

3.4 

Bass,  S  United  States 

152 

1.4 

Batten,  F  Sr  United  States 

152 

1.4 

Baturina,  E  Russia 

137 

2.3 

Bauer,  H  Germany 

138 

1.9 

Bechtel,  R  United  States 

148 

2.5 

Bechtel,  S  Jr  United  States 

148 

2.5 

Beisheim,  O  Germany 

137 

3.4 

Bellon,  P  &  family  France 

138 

1.8 

Benetton,  C  Italy 

137 

2.5 

Benetton,  G  Italy 

137 

2.5 

Benetton,  G  Italy 

137 

2.5 

Benetton,  L  Italy 

137 

2.5 

Berg,  C  United  States 

156 

1.2 

Berlusconi,  S  Italy 

136 

11.0 

Bertareili,  E  Switzerland 

136 

7.1 
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Bettencourt,  L  France  136  16.0 

Bezos,  J  United  States  148  4.3 
Bin  Mahfouz,  K  &  fam  Saudi  Arabia  1 73  3.2 

Birla,  K  India  172  4.4 

Bjorgolfsson,  B  Iceland  137  2.2 

Blank,  A  United  States  156  1.3 

Blavatnik,  L  United  States  148  5.0 

Blfxseth,  T  United  States  156  1.2 

Bloomberg,  M  United  States  148  5.1 

Bluhm,  N  United  States  '    152  1.4 

Bogdanov,  V  Russia  137  4.1 

Bollore,  V  France  138  1.7 

Booth,  F  Jr  United  States  1 52    1 .8 

Bose,  A  United  States  156  1.2 

Botln,  E  Spain  138  1.7 

Bouygues,  M  &  family  France  137  3.2 

Boyd,  W  United  States  152  1.4 

Bozano,  J  Brazil  126  1.6 

Brandes,  C  United  States  150  2.0 

Branson,  R  United  Kingdom  137  2.8 

Bren,  D  United  States  148  5.7 

Brin,  S  United  States  148  12.9 

Broad,  E  United  States  148  5.9 

Bronfman,  C  Canada  126  2.7 

Bronfman,  E  Sr  United  States  148  3.0 

Brost,  A  Germany  138  1.1 

Buck,  P  United  States  152  1.5 

Bucksbaum,  M  81  family  US  148  2.7 

Buffett,  W  United  States  148  42.0 

Burda,  H  Germany  137  2.3 

Burkle,  R  United  States  150  2.3 

Burrell,  G  United  States  158  1.1 

Busujima,  K  81  family  lapan  170  5.2 

Butt,  C  United  States  150  2.2 
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Cadogan,  C  &  family  UK  137  2.8 

Calamos,  J  United  States  148  2.7 

Calder,  C  United  Kingdom  137  2.4 

Caltagirone,  F  Italy  137  2.7 

Cargill,  J  United  States  152  1.8 

Cargill,  M  United  States  152  1.8 

Casden,  A  United  States  156  1.2 

Caudwell,  J  United  Kingdom  138  1.5 

Cayne,  J  United  States  158  1.1 

Chambers,  A  United  States  148  12.4 

Chandler,  R  New  Zealand  172  2.0 

Chandra,  S  India  172  1.0 

Chaplin,  H  81  family  US  156  1.2 
Chearavanont,  D  81  fam  Thailand  172  2.4 

Chen,  D  Hong  Kong  172  2.6 

Cheng,  Y  Hong  Kong  170  5.1 

Cheriton,  D  Canada  126  1.0 

Chodiev,  P  Belgium  137  2.0 

Chu  Mang  Y  China  172  1.1 

Chung  M  &  family  South  Korea  172  3.3 

Ciner,  T  Turkey  173  1.5 

Cisneros,  G  81  family  Venezuela  126  5.0 

Cohen,  5  United  States  148  2.5 

Colakoglu,  H  Turkey  173  1.5 

Comer,  G  United  States  160  1.0 

Connor,  W  II  United  States  1 56  1.2 

Constantino  Neto,  J  Brazil  126  1.1 

Constantino,  H  Brazil  126  1.1 

Constantino,  R  Brazil  126  1.1 

Cook,  S  United  States  156  1.2 

Cook,  W  United  States  148  3.2 

Cooke,  P  United  States  150  1.9 

Copley,  D  United  States  156  1.2 

Coutu,  J  Canada  126  1.5 

Crown,  L  8r  family  United  States  148  4.1 

Cuban,  M  United  States  152  1.8 

Czarnecki,  L  Poland  138  1.0 
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Dassault,  S  &  family  I Yance  136  8.5 

Davidson,  W  United  States  148  3.5 

Davis,  B  8>  family  United  States  148  2.5 

Davis,  J  8.  family  United  States  152  1.6 

Day,  R  United  States  1 52  1 .4 


de  Azevedo,  B  Portugal  137  2.2 

de  Carvalho-Heineken,  C  Netherlands  137  5.0 

de  Mol,  J  Netherlands  137  2.2 

de  Oliveira,  C  Jr  Brazil  126  1.1 

de  Polanco,  J  Spain  137  2.7 

Debartolo,  E  Jr  United  States  152  1.4 

Decaux,  J  81  family  France  137  4.2 

Deichmann,  H  ( .ermany  137  2.1 

del  Pino,  R  81  family  Spain  137  6.5 

Del  Vecchio,  L  Italy  136  10.0 

DeLeon,  J  United  States  152  1.8 

Dell,  M  United  States  148  17.1 

DeLuca,  F  United  States  152  1.5 

Deripaska,  O  Russia  136  7.8 

Desmarais,  P  Canada  126  3.8 

Desmond,  D  Ireland  138  1.0 

Desmond,  R  United  Kingdom  138  1.0 

DeVos,  R  United  States  148  3.4 

Dikshit,  A  India  172  3.3 

Diller,  B  United  States  156  1.3 

Dinckok,  O  Turkey  1 73  1 .0 

Ding,  W  China  172  1.2 

Diniz,  A  Brazil  126  1.6 

Disney,  R  United  States  156  1.2 

Doerr,  L  United  States  160  1.0 

Dogan,  A  Turkey  173  1.6 

Dolan,  C  United  States  152  1.7 

Dolby,  R  United  States  152  1.6 

Dorf man,  L  United  Kingdom  138  1.3 

Doris,  E  &  family  Italy  137  2.2 

Dorrance,  B  United  States  152  1.7 

Dorrance,  J  III  Ireland  137  2.5 

Douglas,  G  Sweden  138  1.7 

Druckenmiller,  S  United  States  152  1.8 

Duff  ield,  D  United  States  158  1.1 

Dumas,  J  &  family  France  137  2.5 

Duncan,  D  United  States  148  6.0 

Dyson,  J  United  Kingdom  138  1.0 


Fukutake,  S  Japan 
Funai,  T  lapan 
Fung,  V  United  States 
Fung,  W  Hong  Kong 


172  1. 

172  1. 

152  1J 

172  I.J 


PAGE 

Sbil 

Ecclestone,  B  81  family  UK 

137 

3.4 

Eczacibasi,  B  Turkey 

173 

1.1 

Edson,  J  United  States 

160 

1.0 

Edwards,  N  Canada 

126 

1.4 

Egan,  R  United  States 

156 

1.3 

Ellison,  L  United  States 

148 

16.0 

Emmerson,  A  United  States 

152 

1.5 

Engelhorn,  C  Germany 

137 

6.1 

Ergen,  C  United  States 

148 

6.7 

Ermirio  de  Moraes,  A  81  fam  Brazil 

126 

3.2 

Escarrer,  G  Spain 

138 

1.7 

F 

PAGE 

Sbil 

Faria,  A  Brazil 

126 

3.8 

Farmer,  R  United  States 

156 

1.3 

Fedun,  L  Russia 

137 

4.0 

Ferrero,  M  8r  family  Italy 

136 

10.0 

Filo,  D  United  States 

148 

2.9 

Fireman,  P  United  States 

158 

1.1 

Fisher,  J  United  States 

156 

1.3 

Fisher,  K  United  States 

158 

1.1 

Fisher,  R  United  States 

156 

1.3 

Fisher,  W  United  States 

156 

1.3 

Flatley,  T  United  States 

156 

1.3 

Flick,  F  Jr  Germany 

137 

6.1 

Flowers,  J  United  States 

156 

1.2 

Fok,  H  Hong  Kong 

172- 

3.7 

Ford,  G  United  States 

152 

1.5 

Ford,  W  Sr  Un  ited  States  158  1.1 

Foriel-Destezet,  P  France  137  2.0 

France,  J  United  States  152  1.5 

France,  W  Jr  United  States  1 52  1.5 

Fredriksen,  J  Norway  137  5.0 

Frere,  A  Belgium  137  3.0 

Fridman,  M  Russia  136  9.7 

Friedland,  R  United  States  156  1.2 

Frist,  T  Jr  &  family  United  States    1 52  1 .7 

Frolov,  A  Russia  137  2.3 

Frost,  D  United  States  156  1.2 

Fukuda,  Y  &  family  lapan  172  3.2 


PAGC 

Sb. 

Gabelli,  M  United  Stales 

158 

1.1 

Gage,  B  81  family  United  States 

152 

\.L 

Gallo,  E  United  States 

156 

1j 

Galvin,  R  United  States 

158 

11 

Gandel,  J  Australia 

172 

1  i 

Gates,  W  III  United  States 

148 

50  C 

Geffen,  D  United  States 

148 

4 

Gerling,  R  Germany 

138 

1.! 

Gerry  A  United  States 

156 

1  3 

Getty,  G  United  States 

150 

2  2 

Glazer,  M  United  States 

156 

1  3 

Godrej,  A  8r  family  India 

172 

26 

Goldsbury,  C  United  States 

156 

1  3 

Goldschmeding,  F  Netherlands 

137 

30 

Golisano,  T  United  States 

156 

1  3 

Gonda,  I  United  States 

152 

1  9 

Gonda,  L  United  States 

152 

1.4 

Goodnight,  J  United  States 

148 

4, 

Gordon,  D  South  Africa 

173 

16 

Gores,  A  United  States 

156 

1.3 

Gores,  T  United  States 

152 

17 

Gottesman,  D  United  States 

158 

1.1 

Gou,  T  Taiwan 

172 

4.3 

Goyal,  N  India 

172 

1.5 

Green,  D  United  States 

150 

20 

Green,  P  United  Kingdom 

136 

7.0 

Green,  P  United  States 

156 

1.2 

Greenberg,  M  United  States 

148 

32 

Griffin,  K  United  States 

152 

1.5 

Gross,  W  United  States 

158 

1.1 

Grosvenor,  G  8r  family  UK 

137 

60 

Gubay,  A  United  Kingdom 

138 

1.1 

Guo,  G  China 

172 

1.1 

H 


Haefner,  W  Switzerland 

Hagen,  S  Norway 

Halim,  R  &  family  Indonesia 

Hall,  D  United  States 

Han  C  81  family  Japan 

Happel,  0  Germany 

Harbert,  M  United  States 

Hariri,  A  Saudi  Arabia 

Hariri,  B  Switzerland 

Hariri,  F  Lebanon 

Hariri,  H  Lebanon 

Hariri,  N  Lebanon 

Hariri,  S  Saudi  Arabia 

Harmsworth,  J  United  Kingdom 

Harp  Helu,  A  Mexico 

Hart,  G  New  Zealand 

Hartono,  R  Indonesia 

Haub,  E  81  family  Germany 

Hayek,  N  Switzerland 

Hayne,  R  United  States 

Hearst,  A  United  States 

Hearst,  D  Jr  United  States 

Hearst,  G  Jr  United  States 

Hearst,  W  III  United  States 
Hector,  H  Germany 
Helmsley,  L  United  States 
Hendricks,  K  United  States 
Herb,  M  United  States 
Hernandez  Ramirez,  R  Mexico 
Herz,  D  Germany 
Herz,  G  Germany 
Herz,  I  Germany 
Herz,  J  Germany 
Herz,  M  Germany 
Herz,  W  Germany 
Hillman,  H  United  States 
Hilton,  W  United  States 
Ho,  S  Hong  Kong 
Holding,  R  Uniled  States 


PAGE  Sbil, 
137  4.3 
137  2.4 
172  1.9 
152  1.8 

172  1.1 
137  2.7 
152  1.S 

173  2.7 

137  4.1 
173  2.7 
173  1.4! 
173  1.71 
173  4.1 

138  1.4 
126  1.4 
172  1.7 
172  1.8 
137  4.9 

137  2.5 
152  1.4 
152  1.9 
152  1.9 
152  1.9 
150  2.0 

138  1.8 
150  2.2 
152  1.5 
160  1.0 
126  2.0 
138  2.0 
138  2.0 1 
138  1.2 
138  1.9 
137  2.9 
137  2.8 
148  2.7] 
160  1.0 
170  6.5 
156  1.3 


You  and  us.  It's  not  just  the  financial  strength  of  our  business. 
It's  what  it  can  do  for  your  business. 


At  UBS,  we  understand  that  business  is  personal.  We  know  that  the  choices  you  make  as  you  build  your  business 
will  have  a  profound  effect  on  you,  your  family  and  your  employees. 

With  your  UBS  financial  advisor,  you  will  have  access  to  the  resources  of  one  of  the  world's  largest  managers 
of  wealth,  one  of  the  fastest  growing  investment  banks  and  a  leader  in  asset  management.  He'll  work  with  you  to 
identify  creative  financing  solutions  designed  to  fund  the  growth  of  your  business. 

Your  financial  advisor  can  also  discuss  protection  strategies,  like  long-term  care  and  disability,  insurance  and 
estate  planning*  He'll  evaluate  a  range  of  retirement  plans  tailored  to  the  needs  of  your  employees,  and 
explore  a  succession  planning  strategy  to  help  address  the  needs  of  your  heirs. 

At  UBS,  our  business  is  there  to  help  yours.  Our  financial  advisors  are  there  to  understand  how.  It's  all  part 
of  a  relationship  we  call  'You  &  Us.'  UBS. 


You  &  Us 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


either  UBS  Financial  Services  Inc.  nor  its  employees  provide  tax  or  legal  advice.  You  must  consult  with  tax  or  legal  advisors  regarding  your  personal 
rumstances.  ©UBS  2006.  All  rights  reserved.  Wealth  Management  services  in  the  U.S.  are  provided  by  UBS  Financial  Services  Inc.,  a  registered  broker 
aler  offering  securities,  trading,  brokerage,  and  related  product  and  services.  UBS  Financial  Services  Inc.,  Member  SIPC. 
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Methodology 

In  this,  FORBES'  20th  annual  ranking  of  the  world's  richest  people,  a  team  of  more  than  30  reporters  in  seven  countries  spent  the  better  pan] 
of  a  year  valuing  the  assets  held  by  793  billionaires,  from  shares  of  publicly  traded  companies  and  real  estate  to  yachts  and  planes  and 
collections.  Stock  prices  were  calculated  using  market  prices  and  exchange  rates  as  of  Feb.  13.  Privately  held  companies  were  valued  by  coup 
estimates  of  revenues  or  profits  (or,  in  some  cases,  company-provided  numbers)  to  prevailing  price/revenue  and  price/earnings  ratios  for  simjj 
lar  publicly  traded  companies.  Generally  we  list  individual  fortunes  only,  rather  than  those  shared  among  extended  families  such  as  the  Ro 
schilds.  In  some  cases  we  divvy  up  a  fortune.  For  instance,  last  year  Luciano  Benetton  &  family  had  a  net  worth  of  $9.9  billion.  This  year,  based 
on  new  information;  we  divided  the  fortune  among  Luciano  and  his  three  siblings,  each  of  whom  appear  with  individual  net  worths  of  S2.S 
billion.  We  denote  these  splits  in  our  rankings  to  distinguish  them  from  newly  discovered  fortunes.  When  such  a  split  isn't  clear,  we  list  togethel 
the  names  of  those  who  share  the  fortune,  as  in  the  case  of  New  Zealand  first-timers  Richard  and  Christopher  Chandler. 
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LESS  SHOUTJNG.  MORE  TRADING.  At  Chicago  Mercantile  Exchange,  the  world's  largest  and  most  diverse  financial 
exchange,  business  is  growing  rapidly.  The  proof?  Nearly  four-and-a-half  million  contracts  traded  per  day  —  up 
more  than  thirty-five  percent  *in  a  year.  Powerful  64-bit  Inter  Xeon1  processor-based  servers  and  Intel's  vast 
software  ecosystem  support  CME's  staggering  growth.  CME  can  quickly  accommodate  rising  trade  volumes 
while  adding  new  technology  services  for  customers.  The  move  to  Intel-based  solutions  is  delivering  a  five-fold 
performance  increase  over  legacy  RISC  platforms.  Is  it  time  for  your  organization  to  trade  up?  Read  about  CME's 
built-inadvantagesatintel.com/builtin. 
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Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

Good  Chemistry 

The  grim  toll  of  rising  energy  costs  continues:  Dow  Chemical  (44,  DOW),  dependent  on  hydrocarbons 
(oil,  natural  gas,  coal)  for  feedstock,  has  endured  a  23%  stock  slide  from  a  year  ago.  Hey,  wait  a  minute. 
Dow  finished  2005  with  a  61%  gain  in  earnings,  to  $4.5  billion,  while  revenue  climbed  15%  to  $46.3 
billion.  Its  operating  margin  rose  from  1 1%  to  15%. 

A  pickup  in  the  economy  has  meant  strong  demand  for  Dow's  chemicals  and  plastics;  its  products 
can  be  found  in  everything  from  solvents  to  water  bottles.  Dow,  the  nations  largest  chemical 
company  and  number  two  globally,  behind  Germany's  BASF,  was  able  to  raise  prices  to  make 
up  for  the  enormous  hike  in  its  raw  material  costs.  It  had  the  good  fortune  over  the  past  year 
of  seeing  the  price  of  ethylene,  a  basic  component  for  plastics  that  is  derived  from  oil  and 
natural  gas,  rise  35%  to  55  cents  a  pound. 

Dow  has  come  far  since  its  two  years  of  losses,  in  2001  and  2002,  when  it  was  bedev- 
iled by  a  recession  and  asbestos  costs  from  acquisition  Union  Carbide.To  right  the  m 
company,  William  Stavropoulos  returned  to  his  former  post  as  chief  executive  in  MBL 
2002,  with  his  chief  operating  officer,  company  lifer  Andrew  Liveris,  succeeding 
him  in  2004.  They  slashed  the  payroll  and  lopped  the  unwieldy  debt. 

Dow  is  selling  at  10  times  its  trailing  earnings,  close  to  BASF  (11)  but  much 
cheaper  than  DuPont  (20).  Bank  of  America  analyst  Kevin  McCarthy  notes 
that  Dow's  substantial  cash  on  hand— $3.8  billion,  with  $4.9  billion  more 
expected  in  2006 — gives  Liveris  flexibility  to  buy  back  stock.  The  company 
recently  raised  the  dividend,  which  yields  a  nice  3.6%.    — Phyllis  Berman 
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Profit  Over  IP 

Wall  Street  sees  the  cable  industry  as 
ringed  in  by  hungry  predators:  phone 
giants  and  satellite 
providers  offering  TV 
feeds.  The  situation  is 
worse  for  a  small  cable 
player  like  Mediacom 
Communications  (6, 
MCCC),  which  has  been 
losing  its  mainly  rural 
subscribers  to  these 
foes.  So  Mediacom,  which  turned  a  profit 
in  2004,  lost  $222  million  on  $1.1  billion 
in  2005  revenue. 

Fear  not,  says  Citigroup  analyst  Jason 
Bazinet:  The  satellite  bunch  will  ease  off 
on  rural  areas  and  shift  their  marketing 
efforts  to  wealthier  urban  locales  to  offer 
high-def.  Plus,  Mediacom  is  vastly 
expanding  its  Internet  phone  call  service, 
a  feature  that's  popular  elsewhere;  now 
only  a  handful  of  its  customers  have  this. 
This  voice  service  is  less  cosdv  than  tradi- 


tional long-distance,  so  it  should  help  lure 
new  customers.      — Dorothy  Pomerantz 


Stale  Chips 


Gas  Leak 


Stock  price 


The  market's  once  ardent  view  of  energy 
stocks  has  cooled  a  bit  of  late.  That  makes 
domestic  natural  gas  producer  Chesa- 
peake Energy  (32,  CHK),  down  from  its 
$40  12-month  high,  a  decent  buy  at  13 
times  trailing  earnings. 
That's  only  a  little  more 
than  you  pay  for  BP  or 
ExxonMobil. 

What  makes  Chesa- 
peake special,  notes 
analyst  Brian  M.  Gib- 
bons of  CreditSights,  is 
its  voracious  acquisition 
program:  66  buyouts  since  it  began  in 
1989.  Focused  on  drilling  in  the  nation's 
midsection  and  Gulf  region,  the  company 
has  built  its  gas  reserves  to  a  comfortable 
13-year  life.  With  gas  prices  likely  to  stay 
high,  earnings  prospects  are  rosy.  —P.B. 


In  a  spasm  of  unwise  hope,  the  market  hasl 
bid  up  shares  of  chipmaker  Zoran  (21, 
ZRAN)  by  91%  over  the 
past  year.  Investors  sense 
promise  in  the  com- 
pany's new  chips  for  dig- 
ital video  recorders  and 
high-definition  televi- 
sions. On  a  4%  sales 
advance  to  $396  million, 
Zoran's  loss  last  year 
narrowed  to  $27  million  from  2004's  $47 
million. 

But  ThinkEquity  partner  Eric  Ross 
suspects  there's  a  growing  inventory  of 
DVD  components — at  37%,  the  largest 
slice  of  Zoran's  revenue — that  may  be 
due  to  a  decline  in  demand  from  Asian 
consumers.  While  Zoran  management 
says  its  inventory  level  is  normal,  rival 
MediaTek  expects  slower  first-quarter 
overall  sales  of  25%.  We  say  short  Zoran. 

— David  Armstrong 
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FOX  OWNS 

TOP  FIVE 

BUSINESS  SHOWS  ON  CABLE. 
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WE  REPORT.  YOU  DECIDE. 

AND  ALWAYS  ON  foxnews.com 


Nielsen  Media  Research  November  '05  (10/31-11/27/05):  FNC,CNN,MSNBC,'CNBC,HLN:  Business  Program  Name  Averages.  Households  AA(000).  Subject  to  qualifications  to  be  made  available  upon  request. 


"If  you  see  money  in  your 
code,  you  want  to  protect  it. 
If  you  don't,  then  you  want 
it  liberated." 

—  Dana  Blankenhorn,  ZDNet  Open  Source  Blog 


Business  professionals  in  charge  of  technology  rely  on  ZDNet 
to  deliver  deep  insight  into  IT  planning,  vendor  consideration, 
and  product  selection.  ZDNet.com  offers  daily  news,  white 
papers,  Webcasts,  editorial  analysis,  peer  feedback,  and 
ongoing  research,  as  well  as  witty  quips  from  our  experts. 

ZDNet:  Always  Informative.  Always  Opinionated.  Often  Entertaining. 
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Where  Technology  Means  Business 


ad.tech  radio 
thursday's  at  noon, 
eastern  standard  time, 
click  the  radio  link  at 
www.ad-tech.com 
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SAN  FRANCISCO 
MOSCONE  CENTER 
APRIL  26-28,  2006 
WWW.AD-TECH.COM 


Mark  Kvamme,  Venture  Partner  at  Sequoia 
Capital,  shares  what  it  takes  to  get  funded  by  a 
top  VC  firm  and  the  hot  global  technology 
trends;  James  McGregor,  author  of  "One  Billion 
Customers:  Lessons  From  the  Front  Lines  of 
Doing  Business  in  China,"  brings  you  the  real  cost 
of  entering  the  Chinese  market;  and  Keith 
Ferrazzi,  author  of  "Never  Eat  Alone,"  invites  you 
to  create  connections  that  transcend  transactions 
and  generate  loyalty. 


NOW  AND  NEXT 

TECHNOLOGY 

SHOWCASE 

Let's  stop  talking  and 
start  seeing,  touching 
and  playing.  ad:tech  has 
invited  60  innovative 
technology  companies 
in  the  mobile,  TV,  and 
gaming  space  to  come 
show  us  the  goods. 


ad  tech 

media  marketing  technology 
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Portfolio  Strategy  i  Kenneth  L.  Fisher 


TAKE  MY  STOCK, 
PLEASE 


THIS  IS  A  GREAT  TIME  TO  HAVE  PART  OF  YOUR  PORT- 
folio  in  the  shares  of  takeover  candidates.  You  don't 
even  have  to  try  very  hard  to  wind  up  with  at  least  a 
few.  January's  cash-based  takeovers  (24  deals  with  a 
combined  $15  billion  purchase  price)  tripled  2005's 
record  level,  according  to  Bloomberg.  I  expect  February,  March 
and  all  of  2006  to  be  no  less  robust.  It's  growing,  not  fading. 

After  stocks  got  very  cheap  in  2002,  corporations  became 
very  avid  buyers  of  them.  They  either  buy  in  some  of  their  own 
shares  or  buy  other  companies  outright.  When  either  kind  of 
buying  takes  place  at  a  low  enough  price,  the  result  is  a  boost  in 
the  earnings  per  share  of  the  acquirer. 

A  low  price,  in  this  context,  means  that  the  acquired  stock 
has  an  earnings  yield  better  than  the  aftertax  cost  of  borrowed 
money  (or  the  aftertax  return  on  idle  cash).  At  the  moment,  the 
market's  earnings  yield — that  is,  the  inverse  of  the  price/earnings 
ratio — is  6%.  Pay  a  dollar  and  you  get  yourself  an  earnings  stream 
that  starts  off  at  6  cents.  The  aftertax  value  of  cash  is  more  like  3 
cents.  Use  borrowed  money  or  loose  cash  at  a  cost  of  3  cents  to 
get  6  cents  of  earnings  and  you  are  ahead.  This  process  can  con- 
tinue until  either  the  stock  market  or  global  long-term  interest 
rates  are  way  up,  or  earnings  fall  apart. 

If  a  firm  is  cheap  enough,  it  must  either  borrow  money  to  buy 
back  its  own  stock,  driving  up  its  price  to  eliminate  that  cheap- 
ness, or  it  will  fall  prey  to  an  acquirer  who  does  a  hostile  takeover. 
This  rule  does  not  apply  to  companies  with  insiders  in  firm  con- 
trol (the  New  York  Times  Co.,  for  example),  but  it  does  apply  to 
the  majority  of  companies,  which  do  not  have  insider  control 
(Knight  Ridder,  for  example).  You  can  play  the  takeover  game  by 
owning  cheap  companies  that  lack  controlling  insiders. 

Did  you  read  somewhere  that  hedge  funds  aimed  at  takeover 
stocks  have  fared  poorly?  Don't  let  that  discourage  you.  Those 
hedge  funds  are  playing  the  wrong  game— the  old  1980s  arbitrage 
jf  buying  right  after  a  deal  is  announced  and  profiting  on 
the  spread  between  the  announcement  price  and  the  final  deal 


price.  This  game  is  over  because  spreads  are  tiny  and,  in  the  era  of 
Sarbanes-Oxley  audititis,  deals  take  forever  to  close.  If  you  want  t 
make  money  in  takeovers,  buy  long  before  any  announcement. 

Just  find  stocks  that  could  be  taken  over  profitably  and  that 
you  would  be  content  to  own  even  if  they  aren't  taken  over,  ij 
they're  acquired,  you  win,  and  if  they  aren't,  you  don't  lose. 
Here  are  four  acquisition  candidates: 
Korn/Ferry  International  (21,  KFY),  the  executive  recruiter, 
has  four  features  making  for  a  plausible  takeover.  It  has  a  great 
brand  name  in  headhunting  and  a  global  footprint.  No  one  comes 
close  to  controlling  it,  so  it  can  be  shotgun  wed.  A  market  value 
of  $800  million  and  revenue  of  $500  million  make  it 
small  enough  to  be  digestible  by  plenty  of  potential  I 
buyers  and  also  too  small  to  justify  being  independ- 
ent in  this  fragmented  market.  Finally,  it  is  cheap  at 
18  times  the  earnings  it  is  likely  to  generate  this  year., 
Its  only  real  defense  is  to  buy  back  a  lot  of  its  own 
shares.  That  would  drive  the  stock  up. 

For  very  similar  reasons  Tiffany  &  Co.  (37,  TIF)  is 
a  buy.  Its  brand  is  even  better. 
(Can  you  think  of  any  Marilyn 
Monroe,  Sean  Connery  or 
Audrey  Hepburn  movies  fea- 
turing Korn/Ferry?)  Earnings 
are  down  a  bit,  but  a  steady  his- 
tory of  moderate  growth  in  rev- 
enue and  good  basic  profitabil- 
ity mean  that  an  acquirer  bears 
little  risk.  At  16  times  trailing 
earnings  it  is  cheap  enough. 
The  big  holders  are  money 
managers  who  would  sell  their 
mothers  for  a  nickel. 

National  banking  bound- 
aries keep  falling,  so  buy  a  bank 
that  will  be  an  important  link  in 
a  global  banking  chain.  A  logi- 
cal choice  is  the  Bank  of  Ireland  (72,  IRE).  This  one  is  strong  in  its 
home  country  and  small  at  $17  billion  in  market  value. 

It's  cheap  at  1 1  times  trailing  and  2006  earnings.  A  buyer 
could  borrow  money  at  6%,  not  even  claim  a  tax  deduction  for 
the  interest  cost  and  still  come  out  ahead  owning  an  asset  with  a 
post-tax  earnings  yield  of  9%. 

Principal  Financial  Group  (49,  PFG)  spans  investment  serv- 
ices, retirement  plans  and  health  and  life  insurance.  It's  not  grow- 
ing, but  it's  cheap.  While  little  known  outside  the  industry,  it  has 
a  wide  net — with  twice  the  revenue  of  Charles  Schwab  yet  only 
two-thirds  Schwab's  market  value.  I  see  it  as  a  target  of  a  broker- 
age firm,  bank  or  insurance  company.  It  sells  at  13  times  2006 
earnings.  Any  medium-grade  corporation  could  buy  it  and  boost 
its  earnings  per  share  immediately.  F 


Find  stocks  that 
could  be  taken 
over  profitably 
and  that  you 
would  be 
content  to  own 
even  if  they 
aren't  taken 
over.  Tiffany  is 
a  good  one. 


I  Forbes 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  Visit  his  home  page  at 
ww.forbes.com/fisher. 
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TROPEZ  RESIDENCE 

bedrooms,  3  V2  fcfltfe 
4  395  54. /t. 


For  the  fortunate  few,  the 
entire  pianet  is  now  home. 
Allow  us  the  opportunity  to 
present  Magellan,  the  most 
extraordinary  residential 
experience  ever  conceived. 


Arrive  and  explore  by 
licopter.  Set  sail  for  fishing,  diving  and  discovery 
>m  an  onboard  marina.  Enjoy  fine  dining  and  a 
xld-class  spa  in  a  setting  where  every  imaginable 
airy  is  at  hand.  Contact  us  for  further  information 
garding  the  privileges  of  ownership,  our  most 
xactive  financing  and  all  that  awaits  aboard  your 
w  home  on  the  seven  seas. 

Two  to  four  bedroom  residences 
from  1,130  square  feet  to 
over  3,200  square  feet. 


ULL  OWNERSHIP  FROM  $1  .875  MILLION 
{ACTIONAL  OWNERSHIP  FROM  $1  56,250 


Absolute  Return  i  Lisa  W.  Hess 


BEVERLY 

HILLBILLY 

BONDS 


■  N  THE  BAD  OLD  DAYS  OF  1970S  INFLATION  THE  PRICE  OF 
I  gold  served  as  a  nuanced  barometer  of  fear.  A  small  revolu- 
I  tion  in  a  geopolitically  sensitive  country  or  a  misstep  by  one 
I  of  the  world's  secretive  central  banks  would  send  the  price  of 
Hi  bullion  skyward.  Today  the  spot  price  of  oil  serves  exactly  the 
same  function,  instantaneously  turning  the  latest  terrorist  threat 
or  supply  shortage  scare  into  so  many  pennies  per  barrel. 

When  I  see  the  price  of  crude  shoot  up  in  reaction  to  the 
taped  mutterings  of  al  Qaeda  madmen  or  to  the  swaggering  of  a 
staggeringly  wealthy  Gulf  oil  magnate,  I  recall  the  theme  song  to 
the  1960s  sitcom  The  Beverly  Hillbillies  (lyrics  by  Paul  Henning): 

Come'n  listen  to  my  story  'bout  a  man  named  Jed, 

A  poor  mountaineer,  barely  kept  his  family  fed. 

And  then  one  day,  he  was  shootin  at  some  food, 

And  up  through  the  ground  come  a  bubblin  crude. 

In  the  show,  dumb  luck  made  Jed  Clampett  rich.  Today's 
Clampetts,  also  rich  from  dumb  luck,  mostly  live  in  unstable  for- 
eign locales  and  are  far  less  well-meaning. 

The  current  consensus  is  that  the  price  of  oil  can  only  go  up, 
whether  because  of  Mideast  tensions  or  Asian  demand.  What  if 
conventional  wisdom  is  wrong?  Some  results  would  be  entirely 
desirable— less  cash  going  to  parts  of  the  world  where  terrorists 
reside.  Some  would  be  undesirable,  at  least  for  certain  portfolios. 
Not  only  oil  company  shares  are  sensitive  to  the  price  of  oil. 

One  area  where  it  won't  be  pretty  is  emerging  market  debt, 
which  is  strongly  linked  to  oil  prices.  If  oil  tanks,  as  it  has  in  the 
past,  the  U.S.  economy  will  benefit,  but  owners  of  these  popular 
bonds  will  be  slammed.  Since  everyone  assumes  oil  prices  can't 
go  down,  the  yields  on  the  bonds  are  far  lower  than  they  should 
be,  given  the  risks  involved.  The  highest  yields,  8.7%  on  Iraqi 
bonds  and  8.6%  from  Ecuador,  aren't  an  adequate  return. 

Currently,  the  JPMorgan  EMBI+  (an  expanded  version  of  the 


old  Emerging  Markets  Bond  Index)  yields  6.6%,  a  mere  two  per- 
centage points  more  than  U.S.  Treasurys.  This  index  tracks  U.S. 
dollar  debt  issued  by  emerging  market  governments  and  quasi- 
government  entities.  Emerging  market  bonds  have  mostly  out- 
yielded  even  U.S.  domestic  junk  bonds,  especially  in  the  late 
1990s,  during  Russia's  and  Asia's  financial  meltdowns  (see  chart). 
Since  last  year,  though,  strong  buying  of  emerging  market  bonds 
has  pulled  their  index's  yield  1.6  points  below  that  of  junk.  As 
prices  rise,  emerging  market  volatility  has  subsided  to  levels  last 
seen  in  spring  1998,  right  before  the  (gulp!)  Asian  debt  crisis. 

Institutional  investors  in  the  EMBI+  can,  to  a  degree,  insure 
against  bond  defaults  by  buying  credit  swaps.  The  buyer  of  the 
swap  coughs  up  a  percentage  point  of  his  yield  to  the  swap  seller, 
in  return  for  the  seller's  promise  to  make  good  on  principal 
defaults.  That  looks  like  a  bargain — remember,  emerging  mar- 
kets pay  two  points  over  Treasurys — but  the  insurance  policy  isn't 
very  good.  Shaky  Brazil  makes  up  23%  of  the  index  but  only  13% 
of  the  credit  swap  derivative.  There  are  other  mismatches  having 
to  do  with  maturities  and  with  the  fact  that  the  swap  seller  is  not 
as  rock-solid  as  the  U.S.  Treasury  Even  a  master  of  the  universe 
is  not  going  to  get  rich  lending  to  junky  countries. 

The  bull  case  is  straightforward:  60%  of  the  emerging  market 
U.S.  Domestic  High-Yield  Debt  Versus  index  is  invest- 

Emerging  Market  Debt  ment-grade 

today.  The  bigj 
issuers,  like  Rus- 
sia and  Mexico, 
boast  significantly 
stronger  fiscal 
positions  than  ever 
before.  Yet  what 
goes  unsaid  is  the 
huge  dependence 
of  this  improve- 
ment on  the  sky- 
high  price  of  oil.  Mexico,  Russia  and  Venezuela,  all  oil  exporters, 
collectively  account  for  41%  of  the  EMBI+  basket. 

At  the  Morgan  Stanley  Emerging  Markets  Debt  Fund,  a 
closed-end  selling  just  under  net  asset  value,  performance  has 
been  excellent,  returning  15%  over  the  past  year  and  an  annual- 
ized 18%  over  five.  Russia  and  Mexico  are  33%  of  its  investments. 
Yet  counting  on  a  repeat  performance  would  be  a  big  mistake. 

I'm  all  for  taking  risk  if  you  get  paid  for  it.  But  emerging  mar- 
ket bonds  do  not  fairly  compensate  you.  I  am  even  leery  of  the 
long  Treasury,  since  it  is  a  lot  riskier  (with  regard  to  interest-rate 
fluctuations)  than  short-term  Treasurys  but  offers  scarcely  any 
more  return.  The  two-year  U.S.  Treasury,  yielding  4.7%  and 
exempt  from  state  and  local  taxes,  is  a  better  buy  than  Venezue- 
lan or  Russian  bonds  yielding  a  few  points  more.  It's  also  better 
than  short-term  government  paper  from  creditworthy  countries 
like  Canada  at  3.9%;  Germany,  2.9%;  or  Japan,  a  measly  0.4%.  F 
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Lisa  W.  Hess  is  a  New  York  money  manager.  Visit  her 
home  page  at  www.forbes.com/hess. 
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Morning  sun  creeps  through  nature's  wondrous  canopy. 
Framing  a  pitch  on  thirteen. 

MOMENTS  THAT  LAST. 


Fixed  Income  Watch  Richard  Lehmann 


RETIREMENT 
REALITIES 


THERE  IS  AN  UNSPOKEN  CONSPIRACY  AFOOT  TO 
scare  baby  boomers  into  saving  for  their  retirements. 
Government  officials  and  media  pundits  tell  us  that 
boomers  are  unprepared  and  likely  to  suffer  dramatic 
reductions  in  their  lifestyle  once  they  retire.  More  sub- 
de  are  the  brokerage  firms,  mutual  funds  and  financial  planners, 
with  their  online  retirement  planning  guides. 

These  let  you  plug  in  your  age,  when  you  plan  to  retire  and 
what  you  expect  to  need  in  retirement.  Then  the  Web  oracles  tell 
you  how  many  millions  of  dollars  you  will  need  to  avoid  running 
out  of  money.  And  the  answer  always  is  much  more  than  you 
could  hope  to  amass,  absent  a  lottery  win.  Most  of  this  advice  is 
designed  to  scare  you  into  saving  more,  by  putting  more  dollars 
into  your  brokerage  or  mutual  fund  account  where  the  money 
managers  make  their  fees.  True  retirement  planning,  however, 
requires  a  little  more  introspection  and  a  sharp  pencil. 

Most  people  born  between  1946  and  1964  are  probably 
behind  in  accumulating  a  nest  egg  that  will  last  them  for  20  years 
or  so  of  retirement  and  therefore  may  feel  that  only  the  stock 
market  can  help  them  catch  up.  If  the  last  six  years  are  any 
guide — and  I  think  they  are — that  is  a  big  risk.  The  closer  you  get 
to  retirement  without  sufficient  savings,  the  less  risk  you  can 
afford.  So  don't  let  the  online  guides  tempt  you  into  an  overly 
equity-heavy  portfolio  as  a  Hail  Mary  play. 

The  canned  retirement  planners  may  also  make  the  mistake 
of  letting  you  assume  too  high  a  number  for  your  spending  late 
in  life.  Take  a  realistic  look  at  your  health  and  desired  lifestyle. 
Consider  that  your  appetite  for  travel,  a  second  home,  a  second 
car  or  new  gadgets  diminishes  after  you  pass  age  70.  Hence, 
your  cost  of  living,  other  than  for  health  care,  should  decline.  If 
your  retirement  income  looks  today  as  if  it  will  not  meet  the  liv- 
ing standard  you  envision,  scale  back  your  expectations  now. 
Or  even  postpone  your  retirement  before  you  pursue  a 
high-risk  investment  plan  that  leaves  you  even  fewer  choices 
if  it  fails. 


To  figure  out  how  much  income  you  can  look  forward  to 
upon  retirement,  first  add  up  all  your  pensions.  Consider 
whether  to  fake  Social  Security  at  age  62,  or  to  delay  until  later 
and  get  the  higher  payout,  especially  if  you  are  in  good  health 
and  your  spouse  is  not  or  vice  versa.  In  determining  your  cost  of 
living,  factor  in  the  lower  income  tax  rate  you  will  be  paying  if 
you  move  to  Florida  or  Texas.  (Also  factor  in  the  lower  tax  bene- 
fit you  will  have  from  a  home  mortgage  deduction  or  from  hold- 
ing tax-exempt  securities  such  as  municipal  bonds.)  Do  allow  for 
at  least  a  little  inflation — 3%  is  a  good  guess. 

One  big  allure  of  retirement  is  the  prospect  of  not  working 
anymore.  Think  twice  about  that.  Part-time  work  can  be  very 
rewarding,  giving  you  a  reason  to  get  up  and  giving  you  more 
diverse  social  contacts.  The  extra  money  doesn't  hurt  either,  even 
if  you  think  you  don't  need  it.  Leave  yourself  open  for  this  possi- 
bility, especially  with  your  current  employer.  As  the  workforce 
ages,  work  opportunities  for  retirees  will  grow. 

Too  many  retirees  have  as  a  goal  leaving  an  estate  for  their 
children.  The  best  thing  to  leave  your  children  is  a  healthy  work 

ethic  and  an  instinct  for  frugal- 
ity. One  billionaire  put  it  this 
way:  I  want  to  leave  my  chil- 
dren enough  so  they  can  do 
anything — be  a  social  worker, 
for  example — but  not  so  much 
that  they  can  do  nothing. 

While  your  home  is  a  good 
savings  vehicle  and  it's  nice  to 
pass  the  old  place  on  to  the 
kids,  you  may  be  better  off  sell- 
ing the  house  and  renting.  The 
carrying  cost  of  owning  that 
house  is  probably  a  significant 
portion  of  your  living  expenses. 
Further,  you  can  invest  the  sale 
proceeds  to  generate  cash  income. 

Where?  Investment-grade-rated  debt  securities  today  provide 
a  steady  6%  to  8%  payout  without  stock  market-like  risks.  For 
your  taxable  account,  look  for  preferreds;  many  pay  dividends 
taxable  at  only  15%.  One  of  my  picks  here  is  Ace  Ltd.  (26,  ACE  C), 
which  yields  7.4%.  Ace  is  an  offshore  property  and  casualty 
insurer  that  came  through  the  last  hurricane  season  stronger 
than  ever.  Also  consider  First  Republic  Bank  (24,  FRC  B)  6.25% 
series,  yielding  6.4%. 

For  your  tax-sheltered  account,  look  at  Aon  Corts  (26,  KVW), 
yielding  7.7%.  This  issue,  from  another  solid  insurer,  is  a  trust 
preferred — a  carved-up  bond — with  payouts  taxed  as  interest  (at 
rates  up  to  35%).  Also,  Nicholas-Applegate  Convertible  & 
Income  Fund  II  (15,  NCZ),  a  closed-end  fund  that  yields  9.2%. 
More  exotic,  higher-yielding  stuff  is  around,  but  this  is  the  stage 
in  life  to  count  your  blessings,  not  test  your  luck.  F 


This  is  the 
stage  in  life  to 
count  your 
blessings,  not 
test  your  luck. 
Forget  stocks. 
Investment- 
grade  issues 
pay  you  well. 


I  Forbes 


Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income 
Securities  Investor.  Visit  his  home  page  at 
www.forbes.com/lehmann. 
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Wendy  Brazfll,  Private  Banl  1 


Wendy's  bank 

introduced  her  to  her  private  banker/guardian  angel 

handles  the  details  so  she  can  enjoy  life  to  the  fullest 

structured  a  refinance  to  renovate  her  dream  home 

expertly  helps  guide  her  family's  intricate  trusts  and  investments 

believes  growing  and  protecting  wealth  is  a  fine  art. 


Invest  in  you 


Union 

Bank  of 
California 


The 

Private 
Bankw 


Banking  Services  •  Trusts  •  Investment  Management 

Beverly  Hills    Irvine  Los  Angeles      Palo  Alto      Portland       Rancho  Mirage  Sacramento 

San  Diego       San  Francisco      San  Jose         Seattle         Tacoma        Walnut  Creek 

This  is  not  a  commitment  to  lend.  Loans  subject  to  credit  approval. 

Trusts  and  wills  have  estate  planning  and  tax  consequences.  Consult  your  attorney  or  tax  advisor.  f=7 
Visit  us  at  uboc.com  82006  Union  Bank  of  California,  N.A.  Member  FDIC  lender 
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ORTING  TOOLS 


Bespoken  For 

An  $80,000  shotgun?  As  Prince  Charles,  Guy  Ritchie  and  Dick  Cheney 
can  ail  attest,  a  better  bang  is  worth  the  bucks  |  By  Monte  Burke 


FOR  HIS  FIFTIETH  BIRTHDAY  HUGH  M.  EATON  III  OF 
Dublin,  N.H.  decided  to  ascend  to  the  apex  of  all  things 
English  and  buy  a  custom-made  shotgun.  Eaton  flew  to 
London  to  visit  Holland  &  Holland,  the  venerable  gun- 
maker  founded  in  1835,  to  get  fitted  for  his  H&H  Royal 
Deluxe  side-by-side  shotgun.  He  took  along  his  13-year-old  son 
to  share  the  experience. 

At  the  H&H  factory  Eaton  picked  a  blank  of  Turkish  walnut 
for  his  gun's  stock  and  provided  an  engraver  with  a  photo  of  Pinky, 
the  family  dog,  whose  likeness  he  wanted  on  the  grip.  Later  at  the 
range  he  took  shots  at  a  whitewashed  wall  30  yards  away  as  instruc- 


tors quizzed  him  about  his  hunting  preferences.  The  gathered  in- 
formation would  be  used  to  tailor  the  stock  and  barrel  of  his  shot- 
gun to  his  arm  length  and  shooting  tendencies.  "It  was  all  such  a 
pleasant  experience,"  says  Eaton,  now  66.  "But  my  son  kept  look- 
ing at  me  worriedly  and  asking  if  there  was  something  wrong  with 
me.  I  think  he  thought  this  was  some  sort  of 'last  hurrah'  purchase." 

Such  is  the  momentousness  of  paying  $80,000  for  a  bespoke 
shotgun.  Since  buying  his  first,  Eaton  has  added  to  his  collection 
two  more  H&H's,  a  28-  and  a  12-gauge.  "I  just  enjoy  the  way  they 
feel  when  I  use  them,"  he  says. 

Once  the  province  of  only  the  tweediest  British  country  gen- 
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Lock,  stock  and  (gold-inlaid) 
barrels:  Bespoke  shotguns  are 
distinguished  by  fine  materials. 


tlemen,  custom-made  shotguns 
have  become  a  preferred  extrav- 
agance of  the  rich,  famous  and 
hip.  Russian  oligarchs,  flush  with 
cash,  have  flooded  the  market 
lately,  overtaking  Americans  as  the 
largest  group  of  buyers.  Prince 
Charles  and  his  two  sons  own  cus- 
tom guns.  But  so  do  film  direc- 
tors Steven  Spielberg  and  Guy 
Ritchie  (whose  film  credits  include 
Lock,  Stock  and  Two  Smoking 
Barrels).  Mrs.  Ritchie,  a.k.a. 
Madonna,  also  owned  one  but 
gave  it  up  in  deference  to  her  lat- 
est religion.  George  W.  Bush  has 
a  bespoke  shotgun  from  Weatherby,  a  California  shop.  The  shot- 
gun made  famous  by  Dick  Cheney's  faulty  aim  was  a  Perazzi,  a  ven- 
erable Italian  brand  of  custom-made  guns. 

The  British  manufacturers,  like  Holland  &  Holland,  James 
Purdey  &  Sons  and  Boss  &  Co.,  began  making  side-by-side  shot- 
guns (two  barrels  opposed  horizontally)  in  the  early  19th  century. 
Spanish,  Italian  and  American  manufacturers  followed  suit. 
Bespoke  shotguns  are  distinguished  by  their  exquisite  materi- 
als— walnut  stocks  and  barrels  inlaid  with  gold— and  by  their 
detail.  The  striking  hand-engraved  ovals  found  near  the  grips 
typically  feature  scenes  of  dogs  or  flushing  pheasants  (favored  by 
the  British)  or  bare-breasted  women  (favored  by  the  Italians). 

The  fanciest  guns  consume  1,000  man-hours  of  labor.  Hol- 
land &  Holland  produces  only  70  guns  a  year  across  its  seven  gun 
lines  (which  include  rifles).  The  two-year  waiting  list  gives  H&H 
guns  the  seductive  whiff  of  the  rare  and  unattainable,  making 
their  price  tags  ($30,000  to  $200,000)  seem  almost  reasonable. 

Does  using  a  $200,000  shotgun  seem  the  equivalent  of  tak- 
ing the  Manet  off  the  wall  to  use  as  a  tea  tray?  It  shouldn't.  These 


firearms  are  made  to  shoot. 
Eaton  hunts  sharptail  grouse  in 
Montana  and  woodcock  in. 
New  Brunswick  with  his.  "A 
guide  in  Canada  once  asked 
my  hunting  partner  why  the 
hell  I  would  walk  around  the 
brush  up  there  with  my  Hol- 
land &  Holland,"  says  Eaton. 
"My  friend  replied,  'Because  he 
can.'  I  don't  want  to  sound 
arrogant,  but  that's  the  best 
answer  I  can  come  up  with." 

William  Sordoni,  61,  presi- 
dent of  a  construction  com- 
pany in  Wilkes-Barre,  Pa.,  has 
had  9  shotguns  made  for  him 
in  the  last  ten  years,  including 
6  Purdeys  and  3  Hollands. 
"When  you  close  your  eyes  and 
put  a  fine  bespoke  shotgun  on 
your  shoulder,  you'll  feel  it,"  he 
says.  "Then  you're  hooked." 

Well,  not  everyone  is. 
Britain's  King  George  VI  once 
said  about  Boss  guns:  "Bloody 
beautiful;  too  bloody  expen- 
sive." If  you  think  like  the  king, 
buy  a  Spanish  gun.  In  the 
Basque  hill  town  of  Eibar,  near 
Bilbao,  six  bespoke  manufac- 
turers— among  them  Aguirre 
y  Aranzabal,  Grulla  Armas 
and  Kemen — lie  within  walk- 
ing distance  of  one  another. 
Prices  there  run  from  $4,600 
(for  an  A  y  A  No.  2)  to  $19,000 
(for  the  Kemen  Extra  Gold), 
and  waiting  times  are  no  more 
than  four  months.  Terry 
Wieland,  author  of  Spanish 
Best:  Fine  Shotguns  of  Spain, 
says,  "If  you  know  what  you're 
looking  for,  you  can  get  a  gun 
in  Spain  that's  every  bit  as  good 
as  an  English  one  and  a  better 
value."  How  do  they  perform? 
"My  A  y  A  was  one  of  the  first  bespoke  guns  I  ever  bought," 
says  Sordoni.  "I  was  and  am  still  thrilled  with  it." 

For  an  off-the-rack  gun  with  the  look  and  feel  of  a  bespoke, 
check  out  the  $2,000  Gold  Label  12-gauge  from  Sturm,  Ruger  & 
Co.,  the  U.S.'  largest  firearms  manufacturer.  The  elegant,  light  (6.5 
pounds)  and  meticulously  balanced  shotgun  is  modeled  after  a 
Scottish-made  Stephen  Dickson  gun  from  the  1880s.  Custom 
engraving  is  available.  F 
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Our  Companies: 

•  Coca-Cola  FEMSA.  The  worlds 
largest  Coca-Cola  bottler,  outside 
the  United  States. 

•  FEMSA  Cerveza.  The  brewery 
with  the  strongest  beer  brand 
portfolio  in  Mexico. 

•  FEMSA  Comercio.  Biggest  and 
fastest-growing  convenience  store 
chain  in  Mexico. 


More  than  115  years 
building  a  successful 
business  culture, 
centered  on  the 
generation  of  economic 
and  human  value. 
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INSIDER:  PEOPLE  YOU  SHOULD  KNOW 

of  the  Ritz 

The  barman  to  know  in  Paris  is  Colin, 
at  the  Ritz's  Bar  Hemingway. 
By  Charles  Dubow 


OST  PEOPLE  CHOOSE  THEIR  HOTEL  BASED  ON  LOCATION) 
price,  quality  of  service,  thread  count  of  the  sheets  or  cuiJ 
sine.  But  by  quality  of  bartender,  youd  want  the  Hotel  Rita 
in  Paris.  Its  Bar  Hemingway  is  presided  over  by  Colin  Peter  Field] 
arguably  one  of  the  best  barmen  in  the  world. 

A  British  expatriate  in  Paris  for  25  years,  Field  works  his  magiq 
with  alcohol,  ice  and  shaker  in  an  oak-paneled,  28-seat  jewel  boi 
of  a  bar  filled  with  Hemingway  memorabilia.  The  Ritz  was,  after  all] 
the  first  place  Papa  returned  to  upon  entering  a  newly  liberatec 
Paris  in  August  1944  in  the  vanguard  of  Allied  forces.  He  is  said  to 
have  shared  51  dry  martinis  with  friends  to  mark  the  occasion. 

One  of  Field's  signature  recipes  is  for  the  Ritz  75,  a  variation 
on  the  French  75,  an  invigorating  drink  with  the  kick  of  the  75mm 
cannon  for  which  it  was  named.  Field's  interpretation  contains 
champagne,  gin,  sugar,  lemon  juice  and  freshly  squeezed  man- 
darin juice.  He  uses  only  fresh  fruit  and  mixers  in  his  cocktails.  I: 
he  doesn't  have  a  crucial  ingredient,  he  makes  his  own. 

Not  only  are  the  drinks  absurdly  good,  they're  also  tres  cher 
One  of  his  martini  interpretations:  Tanqueray  No.  Ten  (stirred,  noi 
shaken,  because,  as  he  points  out,  shaking  bruises  the  gin)  served  al 
precisely  -18.3°C  with  a  dash  of  Lillet  and  a  lemon  twist.  Cost?  $27 
Beyond  plying  his  brilliant,  pricey  drinks,  Field,  44,  chats  flu 
ently  in  four  languages  and  scours  several  newspapers  and  maga 
zines  daily  so  he  can  converse  on  everything  from  equity  deriva 
tives  to  grouse  shooting. 

Many  returning  guests  alert  him  of  their  arrival  in  advance, 
knowing  he  will  be  sure  to  greet  them  with  a  favorite  cocktail, 
recently  discovered  cigar,  a  funny  story  and  an  attentive  ear.  "I  hav< 
the  best  job  in  the  world,"  he  says.  "I  know  I  am  doing  it  right  when 
everyone  is  talking  and  laughing  together." 

The  Bar  Hemingway  is  open  Monday  through  Saturday,  6:3(1 
p.m.  to  2  a.m.;  Hotel  Ritz,  15  Place  Vendome,  Paris.  Tel:  +33  1  43  IS 
33  65.  www.ritzparis.com.  F 


FANTASIES 


Most  Expensive  Private  Islands 

Aspiring  Robinson  Crusoes  should  save  up:  The  world's  best  private  islands  are  also 
its  costiiest.  Happily,  balmy  breezes,  coconut  crabs  and  giant  clams  come  gratis. 
For  more  about  private  islands,  visit  www.forbes.com/islands.-5ara  Clemence 


Isla  de  sa 
Ferradura 

Spain 

$39  million 
This  14-acre  island 

lies  just  off  the 
coast  of  Ibiza  and 
features  a  dramatic 
white  hacienda. 
Ferradura  can  be 
reached  by  yacht  or 
by  car,  since  it's 
connected  to  the 
mainland  by  a  smaii 
private  road. 


Baja 
Island 

Mexico 

$35  million 
Large  enough  to 
accommodate 
several  hotels — or  a 
private  compound 
amid  35,000  acres  of 
solitude — Baja  has  a 
number  of  beaches 
and  a  consistently 
balmy  climate. 


Caritas 
Island 

Connecticut 

$25  million  plus 
Convenience  and 
seclusion  come 
together  in  Caritas, 
a  4-acre  island  just 
off  the  Connecticut 
coast.  Members  of 
the  Phelps  Stokes 
family  built  the 

grand  stone 
mansion  in  1906. 


Blue  Lagoon 
Island  Resort 

Fiji 

$25  million 
Ringed  by  a  tranquil 
lagoon,  this  225-acre 

island  is  home  to 
coconut  crabs,  giant 
clams  and  a  mostly 
finished  luxury 
resort. 
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ou're  not  prepared  to  hang  in  there  you'll  never  make  it  happen,  rbs.com 


ake  it  happen 


The  Royal  Bank  of  Scotland  Croup 


IF  meeting  atTHE  BREAKERS  INSPIRED  Y| 

WAIT  UN 


The  breathtaking  Breakers  beachfront  redevelopment,  now  available, 

is  the  perfect  complement  to  our  ballroom  addition  and  recent  enhancements  to  our 
45,000  square  feet  of  indoor  meeting  space  and  20,000  square  feet  of  outdoor  event  spaC 


Beach  Bungalows 

*  20  new,  private,  luxury  beach  bungalows 
for  daytime  rental 

*  Full  bathroom  including  open-sky  shower 

*  Day  sofa  and  living  room-style  furnishings 

*  WiFi,  cordless  telephone,  flat  screen  TV,  safe 

*  Refrigerator  stocked  upon  request 

*  Luxury  personal  amenity  package 

*  Personalized  daily  concierge  service 

*  Available  for  corporate  hospitality 


Beach,  Pool  &  Amenities 

*  Relaxation  pool  and  two  whirlpool  spas 

*  Active  fun  pool  with  zero  entry  and 
an  oversized  whirlpool  spa 

*  Spacious  locker  rooms  with 
changing  facilities 

->  4,000  sq.  ft.  of  oceanfront  space, 

including  a  Beach  Gazebo  and  surrounding 
lawn,  available  for  group  functions 

*  Whitecaps  Watersports 


The  Ocean  Grill 
->  Casual  luncheon  fare  and  refresh) 

♦  Design  reminiscent  of  a  seaside  < 
with  indoor/outdoor  seating  for 

*  Views  of  the  pool,  beach  area  arm 
green  of  the  Ocean  Golf  Course 
Available  for  group  functions  in 
the  evening 


Owned  and  operated  by  Flagler  System,  Inc. 


If 


ORE, 

J  SEE  OUR 


!  Your  Next  Event  Unforgettable 
World-Class  Facilities  And  Amenities. 

icwly  renovated  guest  rooms  and  suites 

hampionship  golf  c  ourses 
;hied  tennis  courts 
rious  oceanfront  spa 

ilness  centers 

'  heated  oceanfront  pools,  including  a  lap  pool 
hall  mile  of  private  beach 
world-class  restaurants 
anding  on-site  shopping  boutiques 
ly  Entertainment  Center 


in  your  next  meeting  or  event,  call  The  Breakers  Sales  Department  at  (561)  659-8404, 
m-line  at  www.thebreakers.com  or  e-mail  sales@lhebreakcrs.com  today. 


TAKE  ALL  THE  GREAT  MOMENTS  I 


AND  ALL  THE  GREAT  STORIES  THEY'VE  SPAWNED 


The  Passion.  The  Place.  THE  PLAYERS. 

THE  PLAYERS 

CHAMPIONSHIP 

TPC  at  SAWGRASS 

MARCH  23-26 
800.741.3161 

playerschampionship.com 


>IHI  I 


WED  3/23  WE  Preview  Show  3:30-4:30  PM  ESPN 

TH  3/23  11:30AM-6:00PM  ESPN 

FR  3/24  11:30  AM-6 :00  PM  ESPN  I 

SA  3/25  2:00-6:00  PM  NBC 

SU  3/26  1:30-6:30  PM  NBC 

ALL  TIMES  EASTERN 


PROUD  PARTNERS  OF  THE  PLAYERS  CHAMPIONSHIP 


UBS     PricewaTerhouseQopers  Q 
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WHAT  WE  CAN'T  DO  WITHOUT 


ml  Eambagh 


Ranibagh  Palace  in  India  doesn't  just  look  like  a  palace 
really  was  one.  The  former  residence  of  the  Maharajah! 
Jaipur,  it  was  converted  to  a  luxury  hotel  in  the  1950s 
Guests  can  enjoy  its  magnificent  Mughal  domes,  47  ac( 
landscaped  gardens  and  even  play  elephant  polo.  The 
room  hotel  is  managed  jointly  by  the  Maharajah's  desa 
dants  and  Taj  Hotels,  a  subsidiary  of  the  Tata  Group  fe 
empire.  Room  rates  start  at  $400  per  night.  — Sophia 


Ferrari  599  GTB  Fiorano 

Base  price:  Not  yet  announced,  but  expect  it  to  be  at  least 
$225,000. 

Available:  End  of  2006. 

The  successor  to.  the  575,  Ferrari's  new  599  GTB  coupe 
contains  a  V-12  engine  derived  from  its  out-of-production 
Enzo  Ferrari  supercar  and  will  have  620hp.  Expect  long  wait- 
ing lists.  — Dan  Lienert 
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If  you  feel  the  urge  to  splurge,  these  are  5  wines  to  buy— as  investments.  Worth  waiting  a  few  years  before  you  drink  them.  To 
read  more  about  these  and  15  other  wines  that  cost  $100  or  more,  visit  www.forbes.com/20wines.  —Nick  Passmore 


Batard-Montrachet 

Grand  Cru 
Olivier  Leflaive  2003 
$195 

Burgundy,  France 
Chardonnay:  100% 
Lusciously  rich  and  plush, 
bursting  with  the  honeyed 
flavors  of  ripe  melons  and 
pears,  it  evolves  into  a  long, 
mouth-filling  finish  revealing 
subtle  hints  of  smoky 
spiciness. 


Caymus 
Special  Selection 
Cabernet  Sauvignon 
2002 
$136 
Napa  Valley,  California 
Cabernet  Sauvignon:  1 00% 
A  long-aging  but  powerful 

wine  with  intensely 
concentrated  berry  flavors 
and  good,  soft  tannins. 
Well-defined  acidity  for 
weight  and  structure. 


Hermitage  La  Chapelle 
Jaboulet 
2003 
$175 

Rhone  Valley,  France 

Syrah:  100% 
The  assertive,  peppery 
minerality  on  the  nose 
continues  onto  the  palate, 
followed  by  hints  of  licorice, 
spices  and  dried  herbs,  all 
flowing  into  a  lingering,  rich, 
almost  sweet  finish. 


Sassicaia 
2002 
$190 

Bolgheri,  Italy 
Cabernet  Sauvignon:  85%-90% 
Cabernet  Franc:  10%- 15% 
The  original  Super  Tuscan, 
Sassicaia  is  generally  a  long- 
lived  Cab  that  develops 
great  depth  and  a  subtle 
complexity  with  time,  but 
the  2002  will  mature  quicker 
than  most. 


Torbreck 
RunRig 
2003 
$225 

Barossa  Valley,  Australia 
Shiraz:  95% 
Viognier:  5% 
Huge  and  concentrated, 
lush  and  rich,  this  is  Oz  Shiraz 
at  its  best.  It  shows  a  deep, 
dark  purple  color  and  has 
a  pleasingly  subdued 
peppery  spiciness. 


It  is  what  makes  air  bags,  flexible  bumpers 
and  saving  lives  possible.  It  is  chemistry. 


Executive  Education  Courses 


Adverasemei 


Forbes 


We  know  what  „ 


you  are  looking  for 


Cranfield 

 /  UNIVERSITY 

School  of  Management 


Our  MBA  graduates  earn  the  6th  highest  average  salary  in  Europe, 


demonstrating  a  proven  track  record  in  career  development.* 


We  deliver  a  one-year  MBA  which  provides  a  real 
return  on  your  investment  in  time  and  money 

-  exactly  what  you  are  looking  for. 

Over  90%  of  our  faculty  have  real  business  experience, 
so  what  they  teach  you  is  practical  and  relevant. 
Our  approach  ensures  that  you  study  MBA  topics  suitable 
for  senior  management  -  global  vision,  leadership, 
entrepreneurship,  team  working  and  personal  awareness 

-  skills  employers  are  looking  for. 

For  further  details  please  contact  Maureen  Williams, 
MBA  Marketing  Manager. 

Tel:  +44  (0)1234  754  386 
Email:  m.williams@cranfield.ac.uk 


•  International  students  with  significant  work  experience 

•  A  triple-accredited  MBA 

•  Full-time  MBA  -  an  intensive  12-month  programme 

•  Executive  MBA  -  a  2-year  programme  studied  either 
part-time  or  modular. 


The  Cranfield  Experience 


mmmtt  Aaredited  by 
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www.cranfieldMBA.biz/fbs 
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The 
Cambridge 
MB/ 


Cambridge  Leadership  Seminars  in  2005: 
Yoshio  Ishizaka.  Senior  Advisor  to  the  Board,  Toyota 
Ian  Davies,  Managing  Director,  McKinsey  &  Company 
Glenn  Earle,  Managing  Director,  Goldman  Sachs 
Thomas  Glocer,  Chief  Executive,  Reuters 
Sir  Christopher  Bland,  Chairman,  BT 
Kevin  Roberts.  CEO,  Saatchi  &  Saatchi 

Learn  from  the  leaders 

www.thecambridgemba.com/connex 


Learning  from 
international 
business  leaders 
was  an  experience 
I'll  always  cherish." 

Rajesh  Kumarapuram  -  Cambridge  MBA  2004 


CAMBRIDGE 

Judge  Business  School 


To  advertise  contact  Louise  Hambury  at  Impact  Media  -  Tel  +44  20  7812  6403,  Email  l.hambury@impact-media-group.com 
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2003  192  FT.  Lurssen  CAPRI  is  available  for  summer  and  fall  charters  in 
the  Mediterranean  and  winter  in  the  Caribbean.  Guest  accommoda- 
tions for  fourteen.  Main  deck  owners'  suite  features  an  office.  Equipped 
with  a  gym,  diving  equipment,  water  sports  toys  and  observation 
lounge  with  bar.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


Motor  Yacht  PHOENIX.  Dramatic  201  Ft.  Lurssen  built  PHOENIX. 
Unique  Andrew  Winch-designed  interior.  Magnificent  six  deck  ship 
served  by  an  elevator  to  all  levels.  Full  gym.  helicopter  pad, 
stupendous  entertainment  deck  lounge  with  11  ft.  ceilings.  Twin 
30  ft.  tenders.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


Soon  to  be  launched  the  magnificent  224  Ft.  Lurssen  built  FALCON. 
Dramatic  Espen  Oeino  design,  heli  deck,  accommodations  for  12 
guests,  sumptuous  observation  deck  with  a  dance  floor.  Motorcycle 
hatch,  twin  28  ft.  tenders  in  a  garage.  Simply  the  best. 


The  latest  Moran  Yacht  &  Ship  new  construction  project,  the  massive 
258  Ft.  BERMUDA  project.  46  Ft.  beam,  fixed  heli  pad,  accommodations 
for  18  guests,  6,000  mile  range,  18  knots  speed.  If  you  are  considering 
building  a  yacht,  contact  the  world  leaders,  Moran  Yacht  &  Ship. 


1\ 


1300  S.E.  17th  St.,  Suite  204,  Ft.  Lauderdale,  FL  33316 
(954)  768-0707  •  Fax:  (954)  768-0057  •  info(S  moranyachts.com 

www.moranyachts.com 


ISM 
CERTIFIED 


Motor  Yacht  LADY  IN  BLUE.  Beautiful  172  Ft.  Amels  built  Motor  Yacht. 
Sumptuous  accommodations  for  ten  guests  in  five  large  staterooms. 
Massive  Master  stateroom.  Enormous  exterior  deck  areas  with  a 
huge  sun  deck  with  a  large  Jacuzzi  Available  for  select  charter 
Winter  Caribbean,  Summer  Med.  WORLDWIDE  CENTRAL  AGENT. 


Motor  Yacht  SIMONE.  Superb  132  Ft.  Dutch  built  Motor  Yacht.  In 
perfect  condition.  Like  new  interior,  freshly  painted,  zero  hours  on 
recently  majored  main  engines.  Accommodations  for  ten  guests  in 
five  staterooms.  7  Ft.  draft.  20  knots  top  speed.  Transatlantic  range. 
Offered     for     sale.     WORLDWIDE     CENTRAL  AGENTS. 


Motor  Yacht  NORTHERN  STAR  208  Ft.  Built  by  the  venerable 
Lurssen  shipyard  and  launched  in  Spring  2005.  Ice  class  hull, 
Accommodations  for  twelve  guests  in  five  suites.  One  of  the  finest 
yachts  in  the  world.  Available  for  select  charters  ANYWHERE  IN 
THE  WORLD.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


FLAMINGO  DAZE  2004  151  Ft.  Hakvoort  Motor  Yacht,  spectacular  interior 
accommodates  ten  guests  in  five  staterooms.  Great  sundeck  with 
Jacuzzi  and  Texas  barbeque.  Toys  include  kayaks,  bicycles,  waverunners, 
wakeboards,  waterskis,  diving  equipment,  underwater  scooters, 
Segways  and  more.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


*  Not  offered  for  sale  or  charter  to  U.S.  residents  while  in  U.S.  waters. 


Advertisement 


March  27,  2006 


Bus 

n  e  s  s  C 

ass 

f 

e  d 

roteamcorvette.com  •  free  catalog 
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)  CORVETTE  COLLECTION  &  SALES 

m 


ww.corvetteswanted.com 


Over 
150  in 
One  Location! 


the  HOLY  GRAIL  of  Corvette  Collections! 

ft 


CLASSIC  CORVETTE  COLLECTION  &  SALES 


I 


NAPOLEON,  OHIO  •  TOLL  FREE:  888-592-5086  •  FAX:  419-592-4242  www.proteamcorvette.com  •  E-MAIL:  proteam@proteamcorvette.com 


Capital  Available      |  Investment  Opportunity 


Business  Finance 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 56 1-627-71 10 


Costa  Rica 

•Timeshare  «Condo  'Lots  For  Sale 
Myrtle  Beach 
•  Lots  For  Sale 
Southhampton  N.Y. 

•Lots  For  Sale 
Hank  631-830-1276  •  Chris  516-318-7340 
Dennis  516-967-8462 
www.surfhermosa.net 


Management  Tools    m  Professional  Speaker 


FREE  Special  Report 

How  to  choose  the  right  speaker 
or  trainer  for  your  company. 

Details  at: 
www.trainerspecialreport.com 


Art  Wholesale 


Luxury  Real  Estate 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte",  Agam. 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

2G633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


LUXURY  MODEL  HOME 

for  SALE 
.V.  Scottsdale,  AZ 
.88  acres,  4186  s.f.,  5bd  /4.5ba 
3  masters,  gated  comm..  furnished, 
decorated,  infinity  pool  w/spa.  Premier 

area,  near  everything 
asking  $1 .595,000,  will  consider  lease 
call  Christy  @  Diamond  GMAC 
(602)363-3404 


Bank  Says  WO'?... 
We  Say  'YESV 

If  you  company  has  receivables,  we 
can  approve  your  credit  line  in  24 
hours. 
•  $50K  -  $2.5M 
•  Not  a  Broker 
Call  800-499-6179  Mr.  Weil 

www.4capitalsolutions.com 
(888-505-7332  for  recorded  information) 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 

Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 

Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $206,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barrons 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Instant  quotes  from  over  200  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  Please  send  me  free  information  on  how  I  might  be 
able  to  sell  my  unwanted  life  insurance  policies  for  cash. 

$ 


Age 


Coverage 


City 


Zip 


Ad  Code:  FORBS  3/06 


Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 
L     _  _    -  -J 

NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naicorg  This  message  and  offer  is  void  where  prohibited  by  law  Quotesmith  com,  Inc.  DBA  Insurecom  generates  revenues  from  the  receipt  of 
industry-standard  fees  and  commissions  paid  to  it  by  participating  insurance  companies,  life  settlement  providers  and  investors  Copynght  ©1984-2006  Quotesmith  com,  Inc  All 
rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com,  Inc.dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA 
under  agent  #205078.  Quotesmith.com,  Inc.  dba  Insure  com  Insurance  Services,  Inc  in  UT  under  agent  #90093.  Quotesmith  com  dba  Insure  com  and  Life  Quotes,  Inc.  in  CO. 
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"Stupendous. ..the  juxtaposition  of  text, 
sound  and  picture  was  masterful.  The 
quality  of  both  sound  and  graphics 


was  first  rate." 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats.  Fortune  500®  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion "  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills.  Combining  thousands  of 
real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  ■  Polish  •  Portuguese  •  Russian 
Spanish  •  Swahili  •  Swedish  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


Level  1  CD-ROM 
Level  2  CD-ROM 
BEST  VALUE! 
Level  1  &  2  Set 


The  Boston  Globe 

SAVE 
10% 

Your  Price 
Svnr  $175.50 
-$«r  $202.50 

$296.10 


Personal  Edition  Solutions  for  organizations  also  available. 

Call  today  or  buy  online 
for  a  1 0%  discount. 
RosettaStone.com/fbs036 
1-800-399-6162 

Use  promotional  code  fbs036  when  ordering. 

RosettaStone* 


Language  Learning 


Success 


Dali  Prints 


RARE  DALI  PRINTS 


If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 


Salvador  Dali 


A  RETROSPECTIVE 

of  Master  Prints 


Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  Nationwide  Lender 
1-888-531-7888 

George.Hart@Amencanhm.com 
Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


^QjtgjA/atches 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OYVNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nartonolwatch.com 

Bill  t  Chilian  Sliieli.  Philo  ,  Pi  »«t  -  u  »  VI™ .» >J 


Capital  Available 


Newsletter 


!-(800)-275-3254 

ask  for  Dept.  FM 

3 1 1 03  Rancho  Viejo  Rd.  #  2- 1 93,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 
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Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


SAVE  60%  FIRST/BUSINESS 

Major  Airlines.  Corp.  Travel. 

Blake@planetamex.com 
www.planetamex.com 
212-201-1828 

WE  WILL  NOT  t| EXPRESS 

BE  UNDERSOLD 

COOK 

An  American  Express  Representative 


Z  THE  WORLD  IS  SHRINKING^] 


Nanotechnology  is  changing  our  work? 

...  our  dothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! It's  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tamor* 
row's  superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 

separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Fnee  Reports.  Satisfaction  guaranteed! 
by  Forbes.  Call  800-523-7967  or  go 

to  www.fbrbeswolfe.com/frb. 

Please  use  savings  code  JN5SAVE 


You  can  I 
charge  your  ad  \ 


z 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call.. .800-888-989^ 
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hen  Was  t 
You  Were  Truly  Awed  by  Anything? 


Completely  surrounded  by  National  Forest  within  S 
Canyons  is  an  awe-inspiring  private  destination 


'even  Kijarz^cwd 

S     E     D     O     N  A 

Information  Center:  928-203-2101)  Toll-free:  866-367-8844  email:  info@sevencanyons.com  wwwi! 

A  premiere  venture  by  Cavan  Real  Estate  Investments 


nicanvons.com/rm 
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THE  WESTERN  SPIRIT 
STILL  LIVES! 


MVP* » 


Nestled  at  the  base  of  the  Big  Horn  Mountains  in 
Sheridan,  Wyoming,  this  golf  and  recreational  community 
features  a  27-hole  course  named  the 
15th  Best  Residential  Course  by  Golfweek  magazine. 
Homesites  and  custom  homes  available.  No  personal  or 

corporate  income  taxes  in  Wyoming.  \ 


t=5 


THE  POWDER  HORN 

GOLF  COMMUNITY 
SHERIDAN,  WYOMING 

www. thepowderhorn.com 

800-329-05O8 
sales(3  thepowderhorn.com 
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Office  Furniture 


*  FAST,  FREE  DELIVERY  FROM 
80  DISTRIBUTION  CENTERS  . 
COAST  TO  COAST 

*  LOWEST  PRICES  GUARANTEED . ' 

•  *  20  YEARS  EXPERIENCE 
•  •  • 


rHon  4  Drawer 
Lateral  Files 
.$299.99  to  $449.99 


Mesh 

Back  Chair  ^ 
$259.99 


■  Extensfve  Online  Catalog  * 
Including  Desks,  Chairs,  Files,  Tables  &  Bookcases 


Setting  the  Standard  for  Online  Office  Furniture 


PLANET 

/[\    OFFICE  FURNITURE 

www.PlanetOfficeFurniture.com 


1-866-380-4978 


Authorized  Online  Dealer  for 
Save  even  more!  Enter  special  promo  code  I6168S 


Warren  Buffett's 
Secrets ... 


Find  Out  His  8 
Best  Investment 
Plays  for  2006  in 
Money  News. corn's 


Free  Report 


To  Get  This  No-Risk  Offer 
and  FREE  $29.95  Report, 

Just  go  to:  www.newsmax.com/m2 

Free  offer  only  available  via  e-mail. 
Register  by  phone  at:  1-800-485-4350 
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Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call...800-888-989( 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  1991  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of 
people  who  rent  our  ROM  for  30  days  wind  up  purchasing  it 
based  upon  the  health  benefits  experienced  during  that  tryout, 
and  the  ROM  performance  score  at  the  end  of  each  4  minute 
workout  that  tells  the  story 


highly  trained  athletes  as  well.  The  ROM  adapts  its  resistance 
every  second  during  the  workout  to  exactly  match  the  user's 
ability  to  perform  work.  It  balances  blood  sugar,  and  repairs 
bad  backs  and  shoulders.  Too  good  to  be  true?  Get  our  free 
video  and  see  for  yourself.  The  best  proof  for  us  is  that  97% 
of  rentals  become  sales.  Please  visit  our  website  at: 
www.FastExercise.com.   


of  health  and  fitness 
improvement.  At  under  20 
cents  per  use,  the  4  minute 
ROM  exercise  is  the  least 
expensive  full  body  complete 
exercise  a  person  can  do. 
How  do  we  know  that  it  is 
under  20  cents  per  use? 
Over  90%  of  ROM  machines 
go  to  private  homes,  but  we 
have  a  few  that  are  in 
commercial  use  for  over  12 
years  and  they  have  endured 
over  80,000  uses  each, 
without  need  of  repair  or 
overhaul.  The  ROM  4  minute 
workout  is  for  people  from 
10  to  over  100  years  old  and 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  ail  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 

Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


"  ROM  is  the  best 
time  management 
tool  ever. " 


Anthony  Robbins 


Motivational  speaker  Anthony 
Robbins  calls  the  ROM  a  fan- 
tastic time  management  tool. 
He  owns  3  ROM  machines:  one 
at  his  home,  one  at  his  resort  in 
Fiji,  and  one  that  travels  with 
him  to  all  his  seminars. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROM  FAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'  to  490'  and  51,500  to  S200.000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  lafgest  fleet 
of  crewed  yachts  for  charrer  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT  ■ 

•  You  can  plan  your  ow  n  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd„  P.O.B.  385.  Ambler,  PA  19002  U.SA. 
Tel:  (215)  641-0423  •  (800)  223-3845  •Fax:  (215)  641-P46 
E-mail:  INFO<3  VALEFYACHTS.com  •  Website:  VALEFYACHTS.com 


ring-Franchising 


Franchise  Opportunity 

Leading  Closet  and  Home  Organizing  Company  in  the  U.S. 


St  m 

■  ■1'  I, 
IB*  4 

 ^^^^M;  /5 

Custom  Closets,  Garage  Cabinets,  Home  Offices,  Pantries,  Laundries  and  more.. 


No  industry  experience  required 

23  years  Industry  experiences nd  success 

Proven  business  model 

Excellent  training  with  ongoing  support 

Rated  #  1  by  Entrepreneur  Magazine 


Closets 


byDesign 


Call  for  Information  (800)  377-5737 


Forbes 


BusinessClassified 


For  Advertising  Information  and  Rates  Contact: 
Media  Options:  1-800-442-6441 

mediopt@aol.com 


Luxury  Real  Estate 


VERO  BEACH,  FLORIDA 


OCEAN  ESTATE  This  six  bedroom,  seven 
full  and  four  one/half  bath  home  is  a 
world  of  sea  and  sky  unto  itself.  Indoor 
and  outdoor  living  spaces  are  arrayed 
around  a  beautiful  courtyard,  while 
areas  for  gracious  living  are  set  on  the 
second  floor  to  focus  on  the  palmetto- 
covered  dunes  and  the  ocean  beyond. 
Two  elevators  provide  ease  of  access. 
Offered  at  $8,500,000. 


WINDSOR 


FOR  CONSIDERATION 

PLEASE  CONTACT 

ELIZABETH  C  HANLEY 

LICENSED  REAL  ESTATE  BROKER 

800  233  7656 

VERO  BEACH  FLORIDA 

WWW.WINDS0RFL0RIDA.COM 


WINDSOU 

Windsor  is  an  exclusive 
seaside  village  nestled 
between  the  Atlantic 
Ocean  and  the  Indian 
River.  Narrow  tree-lined 
lanes  and  award-winning 
Anglo-Caribbean  architec: 
ture  recall  the  charming 
conventions  of  such 
places  as  Charleston, 
Savannah,  and  intimate 
E u ropean  Villages. 
Residents  enjoy  a  thriving 
spirit  of  community  along 
with  the  premier  ameni- 
ties of  a  private  sporting 
club  highlighted  by  golf, 
tennis,  equestrian,  fitness 
centre,  gun  club,  beach 
club  and  croquet.  Houses 
from  $1.8  million  to 
$16.5  million;  Homesites 
'from  $495,000  to  $4.5 

million.    f«W  HouswwOMCTun/r, 


Franch 


TIMESHARES 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

save  up  to... 

70 

ofl  retail! 

|  CALL  800-640-7639  | 

6ROUP.com/fm 

HOLIDAY) 

.  Our. 

sourcing  J* 

China  Manufacturing 
Product  Development 
Sourcing 


www.chinawidegroup.com.hk 


Major  Area  Franchise  Opportunity 

Americas  fastest  growing,  explosive 
franchise  opportunity  is  looking  for  area 
franchisers  across  the  US  to  develop  and 
support  a  leading  beauty  product  retail 
chain. 

•Huge  Income  Potential,  Equity  Growth  and 
Royalty  Program 

•Complete  Support  From  Franchiser  Head  Office 
•40-50  Store  Areas  For  Sale 
•Be  a  Part  of  a  140  Billion  Dollar  Beauty  Producl 
Industry 

•13  Year  History  of  Success  100%  Successful 
Premier  Beauty  Product  Retailer 

Glamour  Secrets 

Call  Doug  Warren  1-866-773-7487  ext.222 
email:  doug@glamoursecrets.com 


BACK  PAIN? 


Get  FREE  information  on 
GUARANTEED  seat  and  back  supports. 

Posture  Education 

www.postureedutation.com 


CALL  TOLL-FREE  1-800-392-0363 


We  Buy  For  Cash 
Attention! 


Are  you  looking  to  sell  your  home? 
3  to  48  familv  houses  anywhere  USA 

Call:  1-718-318-0947 
contact  Mr.  Bernard  Marcus  Tartasky 
318  Beach  85th  St.  suite  208a 
Rockaway  Beach,  NY  11693-1441 

inancc  arrangements  can  be  nude  to  purchase  your  property 

Tartaskyz@Tartaskyz.com 


You  can 
charge  your  ad  w&smst  I  V 


Forbes  Subscribers  Service...to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call. ..800-888-989 
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Salesgenie.  com 


! 


has  made  me  more  money i 

"Since  I  got  Salesgenie.com™,  my  sales  have  gone  up  by  40%. 
If  you  are  trying  to  find  new  prospects,  grow  your  sales,  and  make 
more  money  in  this  slow  economy,  vow  better  get  Salesgenie.com 

Try  FREE  for  7  Days  &  Get  100  FREE  Sales  Leads!* 

Unlimited  Sales  Leads,  Mailing  Lists  & 
Business  Credit  Reports  with  Salesgenie.com" 

12  different  databases  with  all  the  sales  leads, 
mailing  lists  &  business  credit  reports  you  need! 

13  Million  U.S.  Businesses 

2.6  Million  Brand  New  Businesses 
1 1 .5  Million  U.S.  Executives  &  Professionals 
600,000  Manufacturers 
218,000  Big  Businesses 
5  Million  Small  Business  Owners 
200  Million  Residents 
65  Million  Homeowners 
15  Million  New  Movers 
3.1  Million  New  Homeowners 

1 .7  Million  Bankruptcy  Filers 
12.5  Million  Households  with  Children 


See  Your  Prospects  on  a  Map:  You  can  even  see  your 
prospects  on  a  map  and  make  your  sales  people  more 
productive. 

FREE  Contact  Manager:  No  need  to  spend  millions  of 
dollars  on  complicated  CRM  software  that  nobody  uses.  Our 
Salesgenie.com "  comes  with  a  Contact  Manager  that  is  easy 
to  use  by  anybody. 

Business  Credit  Reports:  Comprehensive  information 
on  13  million  U.S.  businesses  to  research  and  prepare  for 
your  sales  meetings. 


And  Now  Available: 

Global  Business  Database 

Search  from  18  Million  Businesses  &  20  Million 
Executives  by  Title 

Perfect  for  that  big  ticket  item  sale! 

For  50  FREE  Corporate  Profiles,  call  Colleen  Honan  at  1-866-325-8147 
or  email  Colleen.Honan@OneSource.com 


For  a  FREE  7-Day  Trial  &  100  FREE  Sales  Leads ,  call  Angel  Carl  at 
866-313-8321  or  visit  us  at  Salesgenie.com/forbes 


Salesgenie.com 


'  Limit  1  trial  per  customer 


Creating  Sales  Growth! 

a  service  ofinfoUSA* 


With  Salesgenie.com  \  you  will 

Sell  more.  Earn  more. 

571 1  South  86111  Circle  •  PO  Box  27347  •  Omaha.  NE  681 27 
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Air  Conditioners! 

120,  230,  460V 
High  Ambient 
Hazardous  Duty 

Filtered  Fans 

120,  230V 
Exclusive  Washdown  Model 

Heat  Exchangers 

120,  230V 


Enclosure  Cooling  Solutions  for  Electronics, 
josk  Providers,  and  Telecommunications  Industries. 


Call  Today  and  let 
us  meet  your  needs. 

Ice  Qube,  A  Leading 
Enclosure  Cooling 
Manufacturer  for 
NEMA  Type  4,  4x,  and 
12  Type  Electronic 
Enclosures. 

SEE  US  AT 


www.lceQube.com 


April  5-7 

Las  Vegas  Convention  Center 


BANK 

For  Sale 


310-376-3480 
800-733-2191 


$25,000  PER  MONTH 

POTENTIAL  +++ 


Our  dealers  are  doing  it  so  can  you!  Our 
successful  formula  that  generates 
income  from  day  one  will  amaze  you. 
Investment  of  $14,900  normally 
recovered  in  the  first  30  days  or  less. 

Call:  1-877-808-0800 


LAS  VEGAS  CASINO 

Major  Hotel/Casino  Condominium 
Redevelopment  project  seeks  Private  & 

Institutional  Equity  participation. 
Broker  Protected.  Serious  inquiries  call: 
Abel  Pierre,  Esq. 
Las  Vegas  Ventures  Inc. 
at:  347-701-7238  or  866-253  0100 
apierre@saharatowers.com 
www.  saharatowers  com 


"FREE  Book  Reveals  System 
That  Provides  Predictable,  Low 
Risk  Cash  Flow  Checks  And 
Returns  From  Commercial 
Investment  Real  Estate  Month 
After  Month" 
*  12- Year  Track  Record 
*No  Management  Necessary 
*Large  Income  Tax  Savings 
*Very  Good  Returns  15%+ 

www.heartlandfundbook.com 
Or  FREE  Recorded  Message  At 
1-800-471-0856  ID#3340 


LAWSUIT  PROTECTION 


Domestic  or  Offshore  Solutions 
Privacy  /Free  initial  consultation 
Protect  Business  &  Personal  Assets 

800-710-0002 

Visit  www.Assetprotection.com 


SEEK  INVESTORS 
GOLD  CLAIMS 
NV-AZ 


602-793-5566 
775-720-9945 


Legal  Services 


ASSET  PROTECTION 


SILVERSEA 

CRUISE  EXPERTS 


Best  Prices  &  Service 
1-800-747-5670 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 
•Tax  Savings 

•  Estate  Planning 

•  Global  Investments 
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Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 


GW  EQUITY 

Mergers  Si  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


Forbes  Business  Classified 

For  Advertising  Information 
and  Rates  Contact: 

Media  Options 
I -800-442-644 1 

mediopt@aol.com 


To  plan  your  order,  to  renew,  change 
your  address  or  other  customer 

service,  visit  our  site  at... 
www.forbes.com/customerservice 
or  call.. .800-888-9896 

You  can  charge  your  ad 

VISA 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  forfamily  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis-] 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  S1 49.95  price.] 

Go  to  www.forbesinc.com/5mc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  53Q05 
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Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at. .www.forbes.com/customerservice  or  call. ..800-888-9891 
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Instant  Advertiser  Information  To  receive  free  information 


from  Forbes  advertisers  visit  their  web  sites  or  call  the  liste< 


numbers 


31  

Automotive 

ft  Acura 

-800-To-Acura 

vww.acura.com 

ft  General  Motors  Corporation 

lvww.gmc.com 

p  Lexus 

-800-USA-LEXUS 
vww.lexus.com 

business  Classified 

ft  AHM  Mortgage 

-888-531-7888 

</  w  w.  AmericanHm  .com/ 

eorge.hart 

b  Atlantis 

y  w  w.  AtlasBooks  .com 
S  Canadian  American 
mmigration  Services,  Ltd. 
,-800-781-6670 
5  Capstone  Business 
!redit,  LLC 
-212-755-3636 
ww.capstonetrade  .com 
Custom  Business  Brokers 
800-889-9966 
b  Gallery  Art 
888-932-6166 
ww.gallart.com 
5  GW  Merger 
-877-217-8231 
ww.gwmerger.com 
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"ft  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

"ft  Horton  Business  Group 

w  w  w.HortonBrokers  .com 

"ftl  Landmark  Commerical,  Ltd. 

1-800-392-2468 

www. landmark- 

commericial.com 

^  Life  Quotes,  Inc. 

1-800-441-0072 

w  w  w.lifequotes  .com 

"ft  National  Speakers 

Association 

1-480-968-2552 

www.nsaspeaker.org 

^  National  Watch  &  Diamond 

Exchange 

1-215-627-5626 

www.national  watch  .com 

^5  Publisher's  Guild 

1-800-399-0892 

Steven  Sears  CPA/ Attorney 
1-949-262-1100 
www.searsatty.com 
"ft  Village  Hermosa 
1-630-830-7276 
www.surfhermosa.net 
"ft)  Wilburn  Ranch  Brokerage 
1.541-421-5300 
www.landsofamerica.com 

Go  to  Wilburn 


Financial  Services 

E*TRADE  Financial 
1-800-731-5220 
www.etrade.com 
"ft  T.  Rowe  Price  Balanced 
Fund 

1-866-542-8182 

www.ira.troweprice.com 

"^  T.  Rowe  Price  Capital 

Appreciation  Fund 

1-866-542-8182 

w  w  w.ira  .tro  weprice  .com 

"ft  T.  Rowe  Price  Global  Stock 

Fund 

1-866-542-8182 
www.ira.troweprice.com 
"ft)  T.  Rowe  Price  Spectrum 
Growth  Fund 
1-866-542-8182 
www.ira.troweprice.com 

Hotels 

"ft)  Shangri-La  Hotels  &  Resorts 
www.shangri-la.com 


THOUGHTS 


On  the  Business  of  Life 


fit  weren't  so  visibly  true — in  print,  for  a  quarter  of  a  century — it  would  be  self-serving  as  well  as 

X silly  for  me  to  mention  that  our  Editor,  Jim  Michaels,  has  done  more  to  bring  vitality  and  unfettered 
integrity  to  the  editorial  coverage  of  business  than  anyone  in  the  business.  Jim  Michaels'  imprint 
hasn't  been  only  in  print.  His  impact  on  dozens  of  business  writers  and  editors  may  be  quantitatively 
immeasurable  but  is  immensely  evident.  A  good  editor  is — sometimes — extraordinarily  able.  But  the  great 
ones  (a  rare  few)  make  their  mark  on  those  who  are  exposed  to  their  editing  pencil,  to  their  counsel  and  to 
their  candor  on  one's  future  in  this  demanding  profession.  —  malcolm  s.  forbes  (1979) 


Editing  is  the  same  as  quarreling 
with  writers — same  thing  exactly. 

—HAROLD  ROSS 


What  I  have  crossed  out  I  didn't 
like.  What  I  haven't  crossed  out 
I'm  dissatisfied  with. 

—CECIL  B.  DE  MILLE 


In  art,  economy  is  always  beauty. 

—HENRY  JAMES 


Editor:  a  person  employed  by  a 
newspaper,  whose  business  it  is  to 
separate  the  wheat  from  the  chaff, 
and  to  see  that  the  chaff  is  printed. 

—ELBERT  HUBBARD 


It's  a  damn  good  story.  If  you  have  any 
comments,  write  them  on  the  back  of 
a  check. 

— ERLE  STANLEY  GARDNER 


Editing  is  the  most  companionable  form 
of  education. 

—EDWARD  WEEKS 


She  was  a  copy  editor,  possessed  of  the  rare 
capacity  to  sit  all  day  in  a  small 
cubicle,  like  a  monk  in  a  cell,  and  read 
with  an  almost  penitential  rigor. 

—DAVID  LEAV1TT 


"We  believe  that  in  a  former  life  she  was  an  editor" 

Would  you  convey  my  compliments  to  the 
purist  who  reads  your  proofs  and  tell  him 
or  her  that  I  write  in  a  sort  of 
broken-down  patois  which  is  something 
like  the  way  a  Swiss  waiter  talks,  and  that 
when  I  split  an  infinitive,  God  damn  it, 
I  split  it  so  it  will  stay  split. 

—RAYMOND  CHANDLER 


Editing  Hemingway  was  like  wrestling 
with  a  god. 

—TOM  JENKS 


Great  editors  do  not  discover  nor  produce 
great  authors;  great  authors  create  and 
produce  great  publishers. 

—JOHN  FARRAR 


Some  editors  are  failed  writers, 
but  so  are  most  writers. 

—T.S.  ELIOT 


This  method  answers  the  purpose 
for  which  it  was  devised;  it  saves 
lazy  editors  from  working  and 
stupid  editors  from  thinking. 

— A.E.  HOUSMAN 


Our  writers  are  full  of  cliches  just 
as  old  barns  are  full  of  bats. 
Anything  that  you  suspect  of 
being  a  cliche  obviously  is  one 
and  had  better  be  removed. 

— WOLCOTT  GIBBS 


The  real  literary  editors  have  mostly 
been  fired.  Those  that  remain  are  all 
"bottom  line"  editors;  everything  depends 
on  the  money. 

—LAWRENCE  FERLINGHETTI 


For  vain  man  would  be  wise, 
though  man  be  born  like  a  wild 
ass's  colt. 

—JOB  11:12 
Sent  in  by  Will  Hayes,  Overland  Park,  Kans. 


March  27,  2006  •  Volume  1 77  •  Number  6  FORBES  (ISSN  001 5  691 4)  is  published  biweekly,  monthly  in  August,  with  an  extra  issue  in  April  and  October,  by  Forbes  Inc.,  60  Fifth  Ave., 
New  York,  NY  1001 1 .  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addresses  to 
74962  Bath  Road,  Mississauga,  ON  L4T  112.  GST  #  1 2576  951 3.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan,  IA  51 593-0971 .  Forbes  Subscriber 
Service  is  available  online.  To  subscribe,  change  your  address  or  for  other  assistance,  please  visit  www.forbes.com/customerservice  Or  write  to  Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan, 
IA  51593-0971.  MAILING  LIST:  We  make  .  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2006  Forbes  Inc. 
All  rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


216      FORBES      MARCH  27,  2006 


